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A. Introduction and Rationale 
 
1. The evaluation will provide a performance assessment of ADB’s support for public 
financial management reforms in Maldives under its Economic Recovery Program (ERP).1 
The Asian Development Bank (ADB) provided a program loan to support fiscal management 
reforms including financial restructuring and privatization of state-owned enterprises (SOE) and 
a technical assistance (TA) grant for institutional strengthening and a TA loan for capacity 
development and privatization initiatives. The TA loan was however cancelled on 18 December 
2012 at the request of the Ministry of Finance and Treasury (MOFT) because the civil service and 
the concerned government bodies were not able to undertake and achieve the deliverables under 
the program. The ERP was part of a broad emergency program of the Government of Maldives 
that had support from IMF and other international financial institutions. The program performance 
evaluation report (PPER) will undertake an in-depth assessment of the SOE reforms along with 
the performance assessment of other structural reforms in fiscal management so that the findings 
will feed into the thematic evaluation of ADB’s support for SOE reforms. 
 
2. The evaluation will build on the initial findings and recommendations of the ADB 
self-assessment and IED validation. In its project completion report (PCR), ADB assessed the 
program as successful, based on the achieved outputs and outcomes.2 The PCR recommended 
that ADB should continue to monitor the policy reforms under the program as well as continue its 
policy dialogue with the government on public sector management. IED’s validation of the PCR 
supported this recommendation and added that TA support be given in critical reform areas and 
to develop change management capacities.3 The PPER is scheduled more than 3 years after the 
completion of the project completion report (PCR) in September 2013. The elapsed time provides 
an opportunity to assess the effect of policy changes on the expected outcomes; and comment 
on sustainability of outcomes and policy reversals, if any. The PPER will provide an in-depth 
assessment of SOE related reforms such as rationalizing utility tariffs, targeting subsidies to the 
poor, management of SOE circular debt problem, guidelines for financial restructuring of SOEs, 
policy guidelines for privatization and framing of redundancy package for SOE employees. 
However, a final assessment of the ERP, would consider ADB’s broader support for public 
financial management in the Maldives. 
 
3. The findings of this evaluation will inform future ADB operations specifically those 
supporting SOE reforms along with the broader public financial management reforms. The 
PPER will assess the extent to which the reforms achieved under the ERP strengthened public 

                                                 
1 ADB. 2009. Report and Recommendation of the President to the Board of Directors: Proposed Program Loan, 

Technical Assistance Loan, and Technical Assistance Grant to the Republic of Maldives for the Economic Recovery 
Program. Manila. 

2 ADB. 2013. Program Completion Report. Maldives: Economic Recovery Program. Manila. 
3 Independent Evaluation Department. 2014. Validation Report. Maldives: Economic Recovery Program. Manila. 
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financial management in Maldives, through assessment of the program’s institutional impacts and 
sustainability. Findings and lessons from the implementation of this program will inform future 
ADB interventions in the financial restructuring and privatization of SOEs and more generally 
public sector management in the Maldives. 
 
B. Country Context 
  
4. The Maldives is a small, open economy vulnerable to potential external shocks. The 
country depends heavily on tourism for its revenues and foreign exchange reserves. Shocks such 
as the 2004 Tsunami and the 2008 global economic crisis affect tourism flows. In addition, the 
economy is vulnerable to fluctuations in capital inflows and in the prices of food and fuel, which 
are mainly imported. Managing these vulnerabilities is important for maintaining macroeconomic 
stability. 
 
5. The government faced rising budget imbalance, deteriorating balance of payments, 
and slowing down of economic growth starting from 2005. Fiscal consolidation, including 
rationalization of subsidies and transfers to SOEs became an imperative to create fiscal space 
and maintain adequate capital spending to sustain growth. At the time of the proposed ERP, fiscal, 
financial, and economic indicators had all worsened. Fiscal expenditure increased to 62% of GDP 
by the end of 2008 compared to 36% in 2004 mainly due to the increase in recurrent expenditures 
due to populist measures such as increase in the size of the civil service, increase in public sector 
wages and continuing with power and water subsidies. During the same period, fiscal deficit 
increased from 1.6% of GDP to 12.6% and total public debt from 43% of GDP to 54%. GDP 
growth rate was 5.8% in 2008, but was projected to be -3.9% in 2009. Given this economic and 
fiscal situation, the time was considered ripe for substantial remedial actions. 
 
6. Reforms to address structural issues were critical to restore macroeconomic 
stability and increase GDP growth in the Maldives. SOEs play an important role in Maldives 
economy with dominant presence in sectors like tourism, fisheries, civil aviation and power. While 
a small percentage of the SOEs contributed to the bulk of SOE revenues to the government many 
of them depended on financial support from government to maintain their operations. This had 
become a rising and unsustainable burden on the national exchequer. The newly elected 
government in 2008 showed strong commitment to reforms which included reducing the size of 
the government, privatizing state-owned enterprises, improving public governance and providing 
a transparent enabling environment for private sector development. It decided to implement a far-
reaching economic reform program and sought assistance from ADB and other development 
partners including IMF and World Bank.  
 
C. Program Description 
 
7. The ERP aimed to reduce the fiscal imbalances and restore economic growth rate 
to sustainable levels by supporting the following reform initiatives: (i) rationalizing, 
prioritizing, and aligning public spending with available resources; (ii) broadening the tax base; 
(iii) reducing economic subsidies; (iv) supporting privatization of state-owned enterprises (SOEs); 
(v) strengthening internal audit functions; and (vi) changing the role of the government in the 
economy from a provider of all services to an enabler of sustainable and equitable growth.  
 
8. The expected outputs comprised the five key components of the policy framework of the 
program: (i) strengthening fiscal policy and bolstering budget formulation and implementation;  
(ii) implementing revenue, expenditure, and debt management measures to strengthen fiscal 
policy; (iii) strengthening mechanisms for financing the budget; (iv) facilitating privatization of 
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SOEs; and (v) strengthening internal audit operations. Privatization of SOEs was a major focus 
area of government’s reform agenda. Support from development partners was envisaged in  
(i) framework for categorizing SOEs into those that required restructuring, those to be privatized 
and those to be closed; (ii) guidelines for financial restructuring; (iii) redundancy scheme for SOE 
employees; (iv) enforcement of institutional structure for SOE reforms under the privatization 
committee; and (v) guidelines for a fair, transparent and objective divestment process. 
 
9. The expected outcomes were creation of greater fiscal space in the budget, and financial 
flexibility through a more diversified tax base and rationalized expenditure, better debt 
management, and more efficient privatization of SOEs as well as deepening the financial market 
with the issuance of Treasury bills and bonds.  
 
10. The intended impact was reducing economic imbalances and restoring the economy to 
a sustainable growth trajectory.4 
 
11. The ERP for the Republic of Maldives was approved in December 2009, comprising of  
(i) a program loan of $35 million (released in two tranches) to support fiscal management policy 
reforms, (ii) a technical assistance (TA) grant of $3 million for institutional strengthening, and  
(iii) a TA loan of $1.5 million from the Asian Development Bank’s (ADB’s) Special Funds for 
capacity development and privatization initiatives. The ERP financing was as follows: (i) 15% ($35 
million) from ADB, (ii) 35% ($84 million) from the government, and (iii) 49% ($112 million) from 
the Stand-By Arrangement of the International Monetary Fund (IMF) and the World Bank’s 
Development Policy Credit for the Economic Recovery and Stability Program.  
 
12. The executing agency for the ERP was the MOFT. A steering committee5 was formed to 
ensure effective and timely implementation of the program by monitoring performance and 
coordinating efforts across various implementing agencies.  The program was implemented over 
2009–2012. 
 
13. Issues raised during loan processing. The main points raised at the Management 
Review Meeting are greater specificity in the policy matrix with clear identification of responsibility 
of compliance for policy actions; clarity in the components to be supported under the TA loan and 
the TA grant; and whether TA loan is appropriate for a small amount ($1.5 million) considering 
the resource intensity of processing a TA loan. It was also noted that the proposed design was 
ambitious and complex, and the language of several of the tranche conditions needed clarification 
to avoid confusion on what constitutes compliance, and to reduce the need for interpretation. The 
following issues were raised during the board meeting. While privatization of SOEs is necessary 
to improve the government’s fiscal position, due consideration should be given to monitoring the 
possible emergence of private monopoly power. Given the ambitious nature of the program, the 
weak government capacity and the lack of success in the past efforts with similar reforms, lessons 
from the past should be incorporated in the program implementation. The program is just the 
beginning of a much-needed long-term structural reform program and continued dialogue is 
required to develop future programs that focus on improving business environment and increasing 
private sector activity. 
 
 

                                                 
4 The impact, outcome, and output statements are taken from the design and monitoring framework of the RRP. 
5 Composed of the minister of state for finance as chair, with representatives from the President’s Office, MOFT, the 

Privatization Committee, Department of National Planning, Public Enterprise Monitoring and Evaluation Board, and 
the Maldives Monetary Authority. 
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D. Evaluation Findings  
 
14. The PCR rated the program successful.6 It considered the program relevant as it was 
closely aligned with the government’s development and fiscal consolidation objectives and the 
design enabled ADB to address the weak capacity of the implementing agencies. It assessed the 
program effective since the revenue administration was transformed to become more professional 
with an effective tax regime and a diversified tax base; and performance-based budgeting and 
risk based internal auditing was introduced. The PCR rated the program efficient since the loan 
was disbursed within the original implementation schedule, and most of the policy actions were 
fully complied with. It assessed the program outcomes likely sustainable based on the 
strengthening of institutions through restructuring and capacity building and rated the program 
impact as substantial. 
 
15. IED’s validation agreed with the PCR’s assessment on the overall success of the program. 
However, it lowered the rating of the program impact from substantial to moderate since the 
economic impact was poor despite significant institutional strengthening.7 Inflation and fiscal 
deficit levels continued to be high and so was the vulnerability to external shocks. The impact 
targets, such as reducing economic imbalances and restoring the economy to a sustainable 
trajectory, were not met. IED’s validation also reduced the sustainability rating for the program 
outcomes from likely to less than likely sustainable since some of the policy reforms were reversed 
due to political economy reasons, which posed a major risk for fiscal stability. There was back-
tracking on public sector wage cuts and the redundancy program meant to reduce staff size in 
the government and SOEs. 
 
16. The IED validation supported the following key lessons highlighted in the PCR. Reform 
and organizational change is an iterative process and it is important to maintain a broad 
consensus and build ownership and capacity for change-management practices. The ambitious 
scope of reforms was appropriate given the coordinated approach by development partners and 
government support. In addition to these the IED validation noted that political risks need to be 
understood at the outset and proper attention needs to be given to the political economy to 
achieve reforms. 
 
17. The IED validation supported PCR’s recommendations that policy dialogue and monitoring 
of reforms promoted by the program be continued; and that assigning a dedicated focal point in 
the Sri Lanka Resident Mission be explored for better coordination and collaboration between the 
government and ADB.  
 
E. Evaluation Objectives and Methodology 
 
18. The PPER will assess the performance and the outcomes of the ERP, specifically those 
related to SOE reforms, to inform the ongoing IED’s thematic evaluation study on the subject.  
The assessment will be based on IED’s recently adopted guidelines for evaluating public sector 
operations using the standard criteria of relevance, effectiveness, efficiency, and sustainability 
(footnote 9). It will also assess the non-core evaluation criteria such as development impacts and 
performance of ADB and the borrower/executing agency. It will present the findings and identify 
lessons and recommendations for future ADB operations involving economic reforms using a 

                                                 
6 ADB. 2013. Project Completion Report: Economic Recovery Program (Maldives) (Loans 2597/2597-MLD). Manila. 
7 Per the new guidelines, ratings assigned for development impact can be any one of highly significant, significant, 

moderate, and negligible. ADB. 2016. Guidelines for the Evaluation of Public Sector Operations. Manila. 
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programmatic approach and, in particular, SOE related reforms. Key evaluation questions 
including those related to SOE reforms are in Appendix 1.  
 
19. Key issues will include the program design and institutional development. The 
PPER will address key issues related to (i) program design and theory of change (Table 1); and 
(ii) achievement of intended outcome, outputs, and policy actions; and their sustainability.  
 

Table 1: Theory of Change 
ADB Inputs Outputs Outcomes Impact 
Program loan ($35.0 
million) released in 
two tranches upon 
compliance with 
corresponding tranche 
policy actions 
 
TA grant ($3.0 million) 
to support institutional 
strengthening 

Budget formulation 
and implementation 
strengthened 
 
Strengthening 
measures for 
revenue, 
expenditure, and 
debt management 
implemented 
 
Mechanisms for 
financing budget 
strengthened 
through greater use 
of treasury bills 
 
Privatization of 
SOEs facilitated 
 
Internal audit 
operations 
strengthened 

Greater fiscal space 
through more 
diversified tax base, 
rationalized 
expenditure, better 
debt management, 
more efficient 
privatization of SOEs, 
and deepening of 
financial market with 
issuance of treasury 
bills and bonds 

Reduced economic 
imbalances and 
sustainable growth 
trajectory  
 
Reduced 
vulnerability to 
external shocks 

SOE = state-owned enterprise, TA = technical assistance. 
Source: Independent Evaluation Department of the Asian Development Bank. 
 
20. The evaluation will examine the government’s capacity in controlling public 
expenditures and public debt. It will examine the extent to which the revenue base was 
enhanced through tax measures and the extent to which capacity was strengthened to provide a 
strong analytical basis for government’s medium term projections; sustainability of practices 
introduced such as the performance based budgeting. 
 
21. The evaluation will address issues relevant to the ongoing IED’s thematic 
evaluation study on ADB’s support for SOE reforms. It will examine how the political economy 
issues were factored into the design of SOE reform and the likely impact of privatization of SOEs 
on fiscal stability and debt sustainability; the effect of privatization of SOEs on their performance 
and on private sector development.  
 
22. The evaluation will rely on desk reviews, ADB interviews, and a country mission. 
The evaluation will involve desk review work, consultations in ADB, and a mission to the Maldives. 
Within ADB, the evaluation team will consult primarily with the South Asia Regional Department 
(South Asia Regional Department’s Public Management, Financial Sector and Trade Division). In 
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the Maldives, the team will consult with relevant government ministries and state-owned 
enterprises. The desk review will involve ADB policies and strategies, program documents, 
government publications, and IED evaluation papers. 
 
F. Tentative Schedule and Resources 
 
23. The evaluation will be undertaken by an evaluation team comprising Srinivasan Palle 
Venkata (Evaluation Specialist/Team Leader), Caren Joy Mongcopa (Associate Evaluation 
Officer), and Alzeus Alzate (Evaluation Assistant), supported by external consultants. The report 
will be reviewed by Joanne Asquith, Principal Evaluation Specialist, IETC and an external peer 
reviewer. 
 
24. The IEM will review the project files and conduct consultations with the South Asia 
Department on the main issues associated with the formulation and implementation of the 
program. It is envisaged that the consulting services of one international consultant (Public-Sector 
Management Specialist) and one national consultant (Institutional Specialist) will be needed. An 
external peer reviewer will be identified to comment on the draft report and submit a statement on 
the final evaluation. A tentative list of people/organizations to be consulted during field visits is in 
Appendix 2. 
 
25. It is proposed that the IEM be undertaken in the Maldives for approximately 7 days in 
October 2017. The IEM will have meetings with the ministries of finance and treasury, economic 
development, and inland revenue authority; State Electric Company; State Trading Organization; 
and other relevant agencies and development partners. 
 
26. The following proposed schedule is subject to government clearance of the mission and 
availability of suitable consultants: 
 

Activity/Milestone Timing 
Initiation of engagement of consultants IV June 2017 
Circulation of draft EAP to concerned department for 

comment or information 
III August 2017 

EAP approval IV August 2017 
Fielding of IEM II October 2017 
Circulate draft report to Commenter and Peer Reviewer IV October 2017 
Submission of pre-Interdept draft PPER to Director, IESP I November 2017 
Interdepartmental review of draft PPER II November 2017 
Circulation of draft PPER to Government for review IV November 2017 

OSEC Editing II December 2017 
Submission of draft PPER to Director, IESP II January 2018 
Submission of draft PPER to Director General, IED IV January 2018 

Circulation of Final PPER to Board for information III February 2018 
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G. Dissemination Plan 
 
27. The PPER will be available to the public after the approval by the Director General, IED. 
The report will be uploaded on ADB’s external and internal websites and will provide inputs to 
ADB’s evaluation information system.  
 
Appendixes: 
 
1. Evaluation Framework 
2. List of People/Organizations to be Met 
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EVALUATION MATRIX: KEY EVALUATION QUESTIONS 
 

Evaluation 
Criteria 

 
Questions 

Sources of 
Information 

 
Methods 

Relevance To what extent did the program focus 
on important issues identified in 
government plan and policy 
documents? To what extent were 
policy choices based on sound 
diagnostics? 
 
How did the program fit in with the 
CPS priorities?  
 
How adequate was the program 
design to support implementation of 
the policy-level reforms? How well 
were the development objectives 
articulated in the results matrix? 
 
To what extent was the program 
design, including the SOE reform 
effort, compatible with the 
implementation capacity of the 
government? 
 
To what extent was the design of SOE 
reform in alignment with political, legal 
and regulatory environment in the 
country? 
 

Board 
Discussions 
and 
Management 
Minutes  
 
RRPs, PCRs, 
BTORs, project 
documents 
 
Discussions 
with programs 
staff, the central 
government 
officials, 
stakeholders, 
beneficiaries, 
and ADB staff 
 

Desk review  
 
Key informant 
interviews 
 
Analysis of 
program 
information and 
indicators 

Effectiveness To what extent were the program 
outputs and outcomes achieved as 
indicated in the program design and 
monitoring framework?  
 
What are the factors that contributed 
to the achievement or non-
achievement of expected outcomes, 
specifically those related to SOE 
reforms?  
 
How effective was the TA component 
in supporting the program? 
 
To what extent has the program 
contributed to improving the 
operational efficiency and financial 
viability of SOEs? 
 
To what extent has the program 
contributed to improving productivity 
and competitiveness of SOEs? 
 

Project 
documents 
 
Discussions 
with programs 
staff, the central 
government 
officials, 
stakeholders, 
beneficiaries, 
and ADB staff 
 

Desk review  
 
Key informant 
interviews 
 
Analysis of 
program 
information and 
indicators 
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Evaluation 
Criteria 

 
Questions 

Sources of 
Information 

 
Methods 

To what extent has the program led to 
tariff rationalization in power utilities? 
 
To what extent has the program 
contributed to improved service 
reliability and improved access to the 
poor through targeted subsidies? 
 
To what extent has the program 
helped introduce hard budget 
constraints on the SOEs and reduce 
subsidies and transfers to these 
entities? 
 
To what extent has the program 
helped manage the circular debt 
problem of the SOEs?  
 

Efficiency How well were program resources 
used towards achieving the expected 
outcomes?  
 
How efficient was the program and TA 
implementation process?  
 
How adequate were the 
implementation arrangements to 
achieve the program outcomes? 

Program 
disbursement 
reports 
 
Loan utilization 
data  
 
Information on 
disbursement 
and financing 
 
Tranche 
release 
information 
 
Information on 
implementation 
arrangements 
and process 

Desk review  
 
Key informant 
interviews  
 
Analysis of 
program 
information and 
indicators 

Sustainability To what extent has institutional and 
human capacity been strengthened to 
sustain outcomes? 
 
How adequate are the financial and 
other resources to sustain outcomes?  

 Assessment of 
ownership by the 
government  
 
Key informant 
interviews 
 

Institutional 
development 

To what extent was the executing 
agencies’ institutional capacity 
developed? 
 
To what extent are the government 
agencies able to implement 
regulations? 
 

 Assessment of 
government’s 
capacity to 
implement reforms, 
deliver social 
services 
 
Key informant 
interviews 
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Evaluation 
Criteria 

 
Questions 

Sources of 
Information 

 
Methods 

Impact What is the socioeconomic impact of 
the program (government 
expenditures on health and 
education)?  
 
How did the program influence fiscal 
stability and debt sustainability? 
 
What was the impact on the 
performance of SOEs? 
 
To what extent was private sector 
encouraged including PPPs?  
 

Program 
reports and 
documents  
 
Government 
reports and 
statistics  
 
Discussions 
with the 
government 

Key informant 
interviews  
 
Review of the 
reports and 
statistical data  
 
Direct observation 
through field visits 
and interviews with 
various 
stakeholders 

Source: Asian Development Bank Independent Evaluation Department. 
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TENTATIVE LIST OF ORGANIZATIONS TO BE MET 
 
 
 
Government Agencies 
 
Ministry of Finance and Treasury 
Ministry of Economic Development 
Ministry of Planning and National Development 
Ministry of Tourism and Civil Aviation 
Maldives Inland Revenue Authority 
Maldives Monetary Authority 
National Social Protection Agency 
Invest Maldives 
Public Enterprise Monitoring and Evaluation Board 
 
 
Other Institutions 
 
State Electric Company Ltd. (STELCO) 
State Trading Organization 
Dhiraagu Telecom Company 
Maldives National Shipping Ltd. 
 
 
Development Partners 
 
International Monetary Fund 
World Bank 
Japan International Cooperation Agency 
Islamic Development Bank 
The Commonwealth Secretariat 
United Nations Development Programme 
United States Agency for International Development 
 
 

 
 
 


	Introduction and Rationale
	Country Context
	Program Description
	Evaluation Findings
	Evaluation Objectives and Methodology
	Tentative Schedule and Resources
	Dissemination Plan
	Appendix 1: Evaluation Matrix—Key Evaluation Questions
	Appendix 2: Tentative List of Organizations to be Met

