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Sector Road Map 
 

 1. Sector Performance, Problems, and Opportunities 
 

A. Sector Performance 
 

1. Private businesses in the Maldives largely depend on tourism, construction, fishing, 
commercial agricultural, handicrafts, and their related sectors. Although the Maldives has one of 
the most liberal trade, labor, and investment regimes in South Asia, the government plays a large 
role in the economy, indirectly limiting the scope for private participation.  
 
2. Businesses are concentrated in and around Malé, the capital of the country. The limited 
job opportunities on the outer islands, along with the centralization of major services in the 
capital, have resulted in inward migration of atoll population to the capital in search of jobs and 
better social facilities. The government has stressed the need to tap the potential of the micro, 
small, and medium-sized enterprises (MSMEs) in creating more jobs, particularly on the outer 
atolls, to establish a more resilient and diversified economic base.  
 
B. Problems and Opportunities 
 
3. Limited access to financial services. MSMEs face special challenges in tapping the 
existing financial institutions because (i) long queues mean routine bank operations often take 
several hours to complete; (ii) geographically spread out islands with poor transport and internet 
connectivity means people living outside Malé have limited access to banking services; (iii) 
prospective entrepreneurs receive little support in completing loan applications; (iv) lack of 
collateral severely limits loan amounts, while acceptable forms of collateral are limited to 
buildings and boats (and exclude motor vehicles, enterprise inventory, and accounts receivable); 
(v) collateral-free loans are limited to Rf15,000; (vi) the maximum maturity period of loans is 3–4 
years, which is often too short for major investments; (vii) almost no competition exists among 
financial service providers on the atolls; and (viii) internal regulations limit enterprise financing to 
those companies that have been operating for at least 1–2 years, which excludes new MSMEs 
from access to credit. 
 
4. One of the key reasons that MSMEs have difficulties accessing institutional sources of 
credit is the absence of institutionally organized credit information. This lack of adequate 
information on credit reporting causes financial institutions to be conservative in their lending 
decisions, charge high interest rates, and undertake lending based on collateral instead of cash 
flow. Banks and other institutions that want credit information have to write to each of the banks 
and request that the information be supplied voluntarily. In practice, banks are reluctant to offer 
competitors credit information.  
 
5. The finance sector in the Maldives is underdeveloped and too small to provide enough 
financing for MSMEs. Bank assets total Rf9.1 billion ($710 million) in five banks: Bank of 
Maldives, State Bank of India, Habib Bank Limited, Bank of Ceylon, and Hong Kong Shanghai 
Banking Corporation. Nonbank financial institutions in the Maldives consist of (i) Allied Insurance 
Corporation, a local insurance company, and offices of two Sri Lankan insurance companies; (ii) 
Maldives Finance Leasing Company Pvt. Ltd.; and (iii) Housing Development Finance 
Corporation, a specialized housing finance institution. 
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6. Lack of business support. Most of the private businesses on the atolls are small, often 
with three or fewer employees. The entrepreneurs running these businesses often have no 
formal training in business or business management. The market for business development 
services is in its infancy. The few such services that exist are provided by the public sector in 
Malé and consist of skills-related training courses that do not necessarily target entrepreneurial 
activity. Business development services are needed for all MSMEs on the outer atolls and 
islands beyond Malé, especially regarding (i) improved availability and access to information; (ii) 
access to markets, including transport and logistics support; (iii) access to low-cost finance; (iv) 
affordable technical consulting and training; (v) basic management training; (vi) start-up training 
and consulting; and (v) training in entrepreneurship. 
 
7. Access to markets is a particular constraint to MSME development because of the 
remoteness of outer atolls, the small domestic (island) markets, and diffused settlement. The 
gradual consolidation of the population on fewer islands that are well served by maritime and civil 
aviation links is expected to improve MSME access to markets. In the interim, market access can 
be increased by improving the quality of accessible market information. The information required 
can be (i) technical information related to product specifications and government procedures; or 
(ii) information related to market channels, demand, or production techniques. The development 
of mobile phone networks and a nationwide internet backbone provide the foundation upon 
which a range of information services relevant to MSMEs can be built. 
 
8. Women have less access than men to resources critical to the success of MSMEs both in 
financial services and training and business development opportunities.  
 
9. Tourist resorts offer an immediate and underexploited opportunity for marketing domestic 
products. Although the resorts have established supply contracts with traders for the bulk of their 
food and handicraft requirements, local products from neighboring islands could be less 
expensive, fresher, and perceived to be more environmentally friendly. The potential for 
providing goods and services to the resort market has not been fully exploited because of the 
lack of knowledge and affordable transportation, the small size of the operations of local 
suppliers (preventing them from guaranteeing quantities expected by resorts), and inadequate 
infrastructure and institutions. 
 
10. The development of the private sector needs to rely on business member organizations 
rather than on the public sector. In the Maldives, however, such organizations exist only in the 
capital and are limited in their range of activities and services.  
 
11. Government ownership. Full or partial government ownership is still widespread in 
every sector of the economy except tourism. In 2005, the 21 state-owned enterprises (SOEs) 
accounted for 36% of gross domestic product, compared with 8% in member nations of the 
Organization for Economic Co-operation and Development. SOEs employ one-third of the 
workforce, making them the largest group of employers. SOEs provide little revenue to the 
budget. More than 90% of the dividends from SOEs are contributed by Dhiraagu Telecoms, with 
the rest paying little or no dividends. Many SOEs require significant investment to modernize and 
improve their balance sheets. A well-defined program of SOE reform is needed to (i) provide 
equal opportunities to SOEs and the private sector, (ii) establish corporate governance regimes 
to ensure that SOEs operate as viable corporate entities, and (iii) transparently divest the 
commercial assets of SOEs that would be more effectively utilized by private owners. 
 
12. The government has employed a variety of public–private partnerships (PPPs) in 
developing the tourism industry, as well as in providing water, sanitation, and telecommunication 
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services in Malé. Long-term concession agreements with island resorts have been the traditional 
PPP route for the government. The government’s ability to meet growing demand for 
infrastructure and increasingly sophisticated social and economic services is constrained by 
limited financial resources and institutional capacity. PPPs are emerging as the preferred mode 
worldwide for financing infrastructure. They enable governments to leverage resources to attract 
private investment in infrastructure. Despite the attractiveness of PPPs, most countries have 
limited capacity to develop a PPP framework covering legal, regulatory, financing, and 
institutional aspects. Building a pipeline of PPP projects has also been a constraint. While most 
infrastructure projects have high economic justification, they are unable to meet the financial 
return threshold to attract private investment. This further accentuates, particularly in the 
Maldives, the difficulty in attracting private investments to sparsely populated locations spread 
over significant distances, increasing service-delivery costs and price and service quality 
differentials. Some countries have applied innovative ways of addressing these issues that 
approximate market mechanisms. 
 
 2. Government’s Sector Strategy 
 
13. The Strategic Action Plan (SAP) 2009–2013 is the national framework for development 
published by the Government of the Maldives. The SAP focuses on the policy guidelines for 
interventions in focus areas. It iterates that the government recognizes the potential of MSMEs to 
create a more resilient and diversified economy and to create jobs, in particular in the outer atolls. 
The SAP envisages establishing the requisite institutional and organizational mechanism to 
restructure and consolidate all MSME development activities to achieve economies of scale and 
efficiency of operations. The government has long recognized the MSMEs as key drivers for 
changing the state’s role from a direct provider of services to a facilitator of private initiatives in 
the economy—one of the fundamental requirements for improving efficiency and effecting good 
governance.  
 
 3. ADB Sector Experience and Assistance Program 
 
14. The operational strategy in the 2002 country strategy and program 1  focused on 
reviewing the policy framework and operational and legal environment for MSME development. 
In 2005, the Asian Development Bank (ADB) approved technical assistance (TA) for small and 
medium-sized enterprise development to support the development of MSMEs on the atolls by 
developing new financing mechanisms, developing market accessibility plans, and establishing 
centers for entrepreneurial training.2 
 
15. ADB approved a TA loan for the private sector development project (PSDP) in 2008 to 
address the problems and improve the enabling environment for MSMEs. 3  Capacity 
development support aimed to develop knowledge, strategies, action plans, and policies to 
support effective PPPs and overcome financial market constraints, improve market links and 
business services, and rationalize SOEs in an orderly manner.  
 
16. In the proposed project for inclusive MSME development, in the pipeline for 2012, ADB is 
considering providing a combination of investment support and capacity development assistance 
to help the government establish business development services and MSME financing 

                                                 
1
 ADB. 2002. Country Strategy and Program 2002-2004. Manila.  

2
 ADB. 2005. Technical Assistance to the Maldives for Preparing the Small and Medium-Sized Enterprise 
Development Project. Manila.   

3
 ADB. 2008. Report and Recommendation of the President on the proposed technical assistance loan to the 

Maldives for the Private Sector Development Project. Manila.  
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instruments. These may include credit enhancement and risk guarantee schemes that are 
sustainable and strengthen the enabling environment for the private sector, with particular 
reference to constraints faced by the Maldives’ MSMEs. The business development service 
centers (BDSCs) will bolster human resource development by providing training programs in 
entrepreneurship, management, and technical skills for MSMEs and develop appropriate 
materials for such training, as well as help to identify commercial opportunities in specific sectors. 
ADB will help MSMEs improve their access to finance by drawing on innovative financing 
instruments (e.g., guarantees and leasing) and improving MSME capacity to tap existing sources 
of institutional finance. Targets will be set to address gender gaps in access to MSME resources.  
 

17. Strengthen access to credit by establishing credit information bureau. The PSDP 
supported the establishment of a Credit Information Bureau. As of May 2011, the eight member 
institutions have completed three cycles loading data. Of the 25,925 records (lending facilities) 
that were initially submitted, 78% were validated and accepted in the database. Seven of the 
eight members requested a total of 239 credit reports during this free trial period.  
 
18. Enhance access to credit through line of credit facility and credit guarantee fund. 
The PSDP provided a $3 million line of credit facility as a credit enhancement mechanism for 
providing access to finance for MSMEs in the country. In the second phase, the project will 
provide an additional line of credit facility similar to the first one to continue the credit 
enhancement support. In addition, the project will provide TA to the government for setting up a 
credit guarantee fund that will further enhance credit availability by partially guaranteeing credit 
facilities to MSMEs with collateral that is inadequate to match the current lending norms. 
 
19. Provide business start-up training through business development service centers. 
The PSDP established two BDSCs, in addition to two BDSCs established by the Government in 
2011, which will be the principal vehicle for delivering business development service products to 
MSMEs for facilitating cluster development in targeted regions.  
 
20. Support privatization. The PSDP assisted the government with a pilot privatization of 
three enterprises: Nasandhura Palace Hotel, Maldives National Shipping Corporation, and 
Maldives Industrial Fisheries Company. ADB helped the government develop the criteria and 
procedures for privatizing these three SOEs in a transparent, rule-based manner. ADB also 
assisted in the restructuring of State Electric Company as a prelude to its future privatization. 
ADB’s holistic support will include recommendations for the design of a labor adjustment 
program to cushion the transient employment impact of SOE privatization. ADB will draw lessons 
from this experience, which will be used to guide future assistance in deepening and widening 
the scope for privatization of SOEs. 
 
21. Develop private–public partnerships. Capacity development assistance has been 
provided to strengthen the enabling environment for the private sector, to structure PPPs, and to 
MSMEs through the establishment of BDSCs. 
  
22. Bolster the legal and institutional framework. MSME development is affected largely 
by the enabling legal, regulatory, and institutional framework. ADB will assist the government in 
further strengthening the institutional framework in the Maldives by initiating new legislation and 
amending existing laws to secure the confidence of lenders and investors that their rights will be 
protected. The institutional framework will also be strengthened for the benefits of MSMEs to 
ensure that their rights are secured in areas such as enforcing contracts, preferential treatment, 
and credit enhancement supports. 
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Problem Tree for Industry and Trade Sector 
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Sector Results Framework (Industry and Trade, 2012–2013)  

Country Sector Outcomes Country Sector Outputs ADB Sector Operations 

Sector Outcomes with 
ADB Contribution 

Indicators with 
Targets and Baselines 

Sector Outputs with ADB 
Contribution 

Indicators with 
Incremental Targets 

Planned and 
Ongoing ADB 
Interventions 

Main Outputs 
Expected from 

ADB Interventions 
and risks 

More competitive, vibrant, 
and inclusive micro, small, 
and medium-sized 
enterprises (MSMEs) sector 
 
 
 
 
 
 
 

 

Unemployment reduced 
to 10.4% by 2015 (2009 
baseline: 15.4% 
unemployed) 
 
Number of MSMEs 
registered with the 
Ministry of Economic 
Development registry 
system increased by 
100% by 2015 (2010 
baseline: 180 MSMEs 
registered ) 
 

Policy Framework for MSMEs 
formalized and access to finance made 
accessible 
 

 

 

Approval of MSME act by 
2013 
 
150–200 new loans 
granted to MSMEs (2011 
baseline: 100) 
 
 
 

Planned key 
activity areas:  

MSME 
development and 
policies, MSME 
finance  
 
Improving business 
development 
services: 26% 

Improving access to 
finance: 48% 

Others including 
legal and policies 
framework, and 
PMU experts: 14% 

Contingency: 10%  

 
Pipeline Project:  

Inclusive Micro, 
Small and 
Medium-Sized 
Enterprises 
Development 
Project in 2012 
( $9.99 million, of 
which $5.55 million 
is loan and $4.44 
million is grant) 
 
Ongoing project:  

Private Sector 
Development 
Project in 2008 (TA 
loan of $7.5 million) 
 

Strengthened legal 
and institutional 
framework for 
MSMEs 
 
Strengthened 
business support 
infrastructure 
 
Improved access to 
finance 
 
Enhanced 
technologies for 
MSME 
development 
 
Support for the 
project 
management unit 
 
 
 

ADB = Asian Development Bank, MSMEs = micro, small, and medium-sized enterprises, PPP = public private partnership, SOE = state-owned enterprise.   
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Sources: Draft Result Frameworks for Strategic Action Plan 2009–2013, Government of the Maldives, 2011 and ADB staff. 


