
Evaluation
Independent

Performance 
Evaluation 

Report

Raising development impact through evaluation

Maldives: Economic Recovery 
Program



 

Reference Number: PPE:MLD 2018-10 

Project Number: 39658 

Loan Numbers: 2597 and 2598 

Independent Evaluation: PE-809 

Performance Evaluation Report 
August 2018 
 
 
 
 
 
 
 
 
 
 

Maldives: Economic Recovery 
Program 
 

 
 
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 

This document is being disclosed to the public in accordance with ADB’s Public Communications Policy 2011. 

 



NOTES 
 

(i) The fiscal year (FY) of the Government of Maldives and its agencies ends on 
31 December. “FY” before a calendar year denotes the year in which the fiscal year ends, 
e.g., FY2018 ends on 31 December 2018. 

(ii) In this report, “$” refers to United States dollars. 
(iii) For an explanation of rating descriptions used in Asian Development Bank evaluation 

reports, see Asian Development Bank. 2016. Guidelines for the Evaluation of Public Sector 
Operations. Manila. 
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Basic Data  
 
Maldives: Economic Recovery Program  
(Project Number 39658, Loans 2597 and 2598)  
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Key Program Data 
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($ million) 

Total program cost 232.8 150.1 
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Loan 2597 35.0 33.1 
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Loan negotiations  28–29 October 2009 
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Loan closing 31 December 2012  

Loan 2597  11 December 2012 
Loan 2598  18 December 2012 

Months (effectivity to closing)  
Loan 2597 30.6 
Loan 2598 30.8 

 

Type of Mission Number of Missions Number of Person-Days 

Consultation 6 41 
Fact-finding 1 75 
Appraisal 1 30 
Loan negotiation 1 6 
Loan review 10 32 
Program completion review 1 3 
Independent evaluation 1 8 

 



  

 

Executive Summary  
 
 
 
 

Background  

 
Maldives is a small open economy, highly 
dependent on imports, with gross domestic 
product (GDP) per capita of $8,933 in 2016. 
Although Maldives has achieved middle-income 
status, its economy remains vulnerable to external 
shocks because of its size and dependence on 
foreign tourism. The country also faces challenges 
in delivering services and creating employment in 
outer-island communities. With a population of 
417,492 in 2016 spread over an archipelago of 
some 188 inhabited islands, the key long-term 
environmental challenge facing the country is 
adapting to rising sea levels resulting from climate 
change. 
 
The government plays an important role in  
the economy, both through relatively high  
public expenditure outlays and the operation of 
state-owned enterprises (SOEs). Government 
expenditure as percentage of GDP was contained 
during the program period, falling from 37% in 
2009 to 30% in 2012. However, the ratio increased 
again in 2016 to 35%. Although bloated public 
expenditures are an ongoing cause for concern, 

government programs have contributed to social 
indicators steadily improving over the last 
2 decades. 
 
The Maldives’ Economic Recovery Program (ERP) 
was formulated at a time when structural 
constraints had weakened macroeconomic 
fundamentals and rendered the economy 
vulnerable to external shocks, including a rise in 
international food and fuel prices, and the impact 
from the global economic downturn of 2008. The 
increasing reliance on public spending led to a 
large fiscal deficit, a rapid accumulation of public 
debt, and growth in the current account deficit. 
Total public debt as percentage of GDP expanded 
from 47.4% in 2009 to 58.8% in 2016. The current 
account deficit as a percentage of GDP was about 
24% in 2016. Monetization of the fiscal deficit 
fueled inflation and exerted pressure on the 
exchange rate. 
 

Program Design  

 
The 2004 tsunami brought to the fore underlying 
structural problems in the economy of Maldives. 
These included a narrow and concentrated 

The Economic Recovery Program in Maldives aimed for the recovery and sustainable growth of 
the economy over the medium term by supporting structural reforms. It sought to create greater 
fiscal space in the government budget by diversifying the tax base and rationalizing expenditures, 
improving debt management, and privatizing state-owned enterprises. This evaluation assessed 
the program successful overall although the sustainability of some outcomes was considered less 
than likely.  
 
The evaluation identified the following lessons: (i) successful privatization of state-owned 
enterprises requires strong political commitment and government ownership, and (ii) well-
designed and resourced technical assistance is critical to supporting governments with limited 
capacity to deliver complex reforms. 
 
It recommended the following follow-up actions for the Asian Development Bank: (i) explore 
opportunities for private sector operations to contribute to the broadening of the economic base 
and supplement government investment in infrastructure; (ii) continue to provide carefully 
targeted grant technical assistance to strengthen the technical capacity of key agencies 
responsible for economic management; and (iii) support the government’s efforts to deliver public 
services more efficiently to the scattered population.  
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economic base, an inelastic taxation system, 
continued subsidization of social services, a rapidly 
growing civil service, and a lack of a clear strategy 
for the divestment and privatization of SOEs. In 
addition, human resource capacity constraints, 
especially at the low to mid-level, including in the 
government, compromised the effectiveness of 
development assistance. 
 
The economic performance of Maldives 
deteriorated despite post-tsunami reconstruction 
and was exacerbated by the onset of the global 
financial crisis. The ERP was formulated as part of 
a broad emergency program of the government, 
supported by international financial institutions 
such as the World Bank and an International 
Monetary Fund’s Stand-By Arrangement. The 
government's emergency program sought to 
redress economic imbalances and restore the 
economy to a sustainable growth trajectory over 
the medium term.  
 
The ERP aimed to support recovery and 
sustainable economic growth over the medium 
term by removing the distortions that had led to 
the large economic imbalances. By supporting 
structural reforms, the program sought to move 
toward a more broad-based and sustainable 
development framework that reduced the 
country's vulnerability to external shocks. The key 
end-of-program outcome of the ERP was the 
creation of greater fiscal space in the government 
budget. This was to be achieved by diversifying the 
tax base and rationalizing expenditures, improving 
debt management, and privatizing the SOEs. 
 
The Asian Development Bank (ADB) supported the 
ERP with a two-tranche policy-based loan totaling 
$35.0 million to assist in financing the agreed 
structural reform measures. ADB also provided a 
technical assistance (TA) loan of $1.5 million to 
support capacity development and privatization 
initiatives and a TA grant of $3.0 million to 
support a range of institutional strengthening 
measures. 
 

Performance Assessment  

 
Relevance. The intended outcomes of the program 
were strategically aligned with the country’s 
development priorities and were well coordinated 
with other major development partners. The 
program was closely aligned to Maldives Vision 

2020 and the priorities of the Seventh National 
Development Plan of providing an enabling 
environment for private sector development, 
enhancing transparency and accountability, and 
improving the efficiency of public administration. 
The program was also closely aligned with ADB’s 
2007 Country Partnership Strategy, which 
prioritized facilitating private sector development 
and enhancing capacity across the entire process 
of managing development (Pillar 1); and 
improving economic management, transparency, 
and accountability (Pillar 3). Most importantly, the 
program directly addressed the economic crisis 
facing Maldives by facilitating a wide-ranging set 
of policy reforms and supporting their financing. 
 
The program design was complex and contained 
policy actions to address issues related to fiscal 
and monetary policy formulation and execution. 
The ERP was part of a broader government 
program that sought to address deep-rooted 
economic imbalances. Although the government 
undertook almost all policy actions, the quality of 
implementation reflected weak underlying 
technical capacity in some areas. 
 
The design of both the grant and loan TA is 
assessed relevant as they were formulated to 
provide direct support for the implementation of 
key policy actions. However, the government 
decided not to utilize the TA loan, preferring to 
focus on the use of grant TA resources. Overall, the 
ERP is assessed relevant.  
 
Effectiveness. The policy conditions for 
strengthening fiscal policy and improving budget 
formulation and implementation were largely 
complied with. The government started to 
introduce performance-based budgeting on a 
pilot basis and to align the annual budget with  
the medium-term fiscal framework. Under the 
second program area—implementing revenue, 
expenditure, and debt management—the revenue 
base was successfully enhanced through the 
implementation of the goods and services tax. The 
outcome on expenditure reductions was not 
satisfactory. Under the third program area—
strengthening the financing mechanism for the 
budget—deficit financing by the central bank 
(monetization of deficit) ceased. Under the fourth 
program area—facilitating the privatization of 
SOEs—progress was slower than expected, in part 
because of political unrest. Parliament approved 
the Privatization and Corporation Action Act in 
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March 2013 (after the program closing in 2012), 
which provides a legislative framework for SOE 
privatization; however, as of December 2017, only 
one SOE had been privatized, reflecting the lack of 
interest on this front by the new government. 
Under the fifth program area—strengthening 
internal audit—the Ministry of Finance and 
Treasury (MOFT) established an internal audit unit 
and completed a comprehensive internal audit 
manual that conforms to risk-based auditing and 
was consistent with the Public Accounting System 
implemented by the Ministry of Finance and 
Treasury. The government also completed and 
issued public finance regulations under the 
framework of the Public Finance Act, 2005. 
 
The quality of the medium-term fiscal framework 
will need to improve over time for it to guide 
budget formulation. Performance-based 
budgeting and the Public Accounting System 
reforms are dependent on the development of 
staff capacities and need continued efforts. 
Overall, the ERP is considered effective because it 
achieved the expected outcomes in budgeting, 
taxation, and auditing, offsetting the limited 
progress made in controlling expenditures and 
privatizing SOEs. 
 
Efficiency. The program tranches were disbursed 
with short delays. Intended outcomes were 
achieved within the planned costs and 
implementation period. The consultants under the 
grant TA project submitted their reports in a timely 
manner and the quality of their outputs was 
satisfactory.  
 
Fiduciary arrangements were in place and adhered 
to. To strengthen the budget management 
system, significant reforms were included in the 
program as conditions for the release of the first 
tranche, including the presentation of the annual 
budget in a 3-year rolling budget framework and 
reconciliation of 2009 revenue and expenditure 
accounts into public accounting system-
compatible format. Overall, the program is 
considered efficient in achieving the outcome and 
outputs envisaged during appraisal. 
 
Sustainability. Fiscal deficits, which had fallen 
from 19% of GDP in 2009 to 2.9% in 2014, began 
to rise again (7.4% of GDP in 2016). Public debt 
rose to more than 60% of GDP in 2015 and 2016. 
This poses a major risk going forward for fiscal 
stability. The outcome on enhancing tax revenues 

was successfully achieved and is likely sustainable 
given the continued efforts by the Maldives 
Revenue Authority to expand the tax base. 
Similarly, continued efforts by the internal audit 
unit of the MOFT are likely to strengthen internal 
audit operations. Although the budget deficit is 
now mainly financed by issuing Treasury bills on 
the domestic market, a secondary market for 
Treasury bills has yet to evolve. The Maldives is 
simply too small to support a fully functioning 
capital market internally and must open itself to 
regional markets to fill the gaps. Outcomes from 
the two components that are critical to building 
fiscal space—expenditure control and 
privatization—were not satisfactory. Political 
economy considerations led to policy reversals on 
prudent management of expenditures. The ERP is 
overall assessed less than likely sustainable.  
 
Development impacts. The program contributed 
to institutional development in the agencies 
responsible for economic management. Aside 
from process improvements, the internal audit 
system and human resource capacity in key 
departments were improved. The government of 
Maldives established the Maldives Inland Revenue 
Authority in August 2010. It upgraded an external 
resources management section at the MOFT for 
debt management and established an internal 
audit unit. It established the National Social 
Protection Agency in 2009 to implement stricter 
targeted subsidy programs. The government also 
established a privatization committee as part of 
the measures taken for privatization and 
restructuring of SOEs.  
 
The achievement of impact indicators pertaining 
to the economy has not been robust. The program 
was designed to help restore growth to the pre-
crisis level of 12.2% (2008), but during the 5 years 
of the program (2012–2016), GDP growth 
averaged only 4%. However, this can mainly be 
attributed to sluggish growth in the world 
economy following the global financial crisis of 
2008. Over the same period, inflation fell from 
12.5% to less than 1.0%, while the fiscal deficit 
averaged 5.5% of GDP, resulting in rising public 
debt. The country remains vulnerable to external 
shocks because of its narrow economic base and 
insufficient international reserves. Given the 
continuing challenges Maldives faces in reducing 
economic imbalances and restoring the economy 
to a sustainable trajectory, the program impact is 
assessed moderate. 
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Borrower and executing agency performance. The 
government demonstrated ownership and was 
active in program supervision. The government 
also demonstrated adequate flexibility, 
overcoming weak capacity and regulatory hurdles. 
The government complied with all loan covenants 
and made budget funds available for institutions 
supported by the program, as required. However, 
the government backtracked on expenditure 
restraints, which signaled its limited ability to gain 
political and/or parliamentary and public support 
on difficult measures. Overall, the performance is 
considered satisfactory.  
 
ADB performance. ADB responded to the crisis 
facing Maldives by fielding three consultation 
missions in a short space of time and drew on 
other ongoing support and previous analytical 
work to design the program. ADB support (loan 
and TA grant) and coordination efforts were duly 
acknowledged and appreciated by other 
development partners. On average, ADB fielded 
three missions per year during the program 
period, which helped keep the program on track.  
 
ADB was able to release both tranches of the ERP, 
while a substantial amount of envisaged 
cofinancing for the program was not approved or 
disbursed because of political developments in 
Maldives in 2010 and 2011. Overall, ADB 
performance is assessed satisfactory. 
 
The ERP was assessed successful overall. It 
performed well in budget financing, tax policy and 
administration, and auditing and accounting 
reform, which offset limited progress on 
expenditure management and SOE privatization. 
 

Issues  

 
Rising public debt poses a major risk for fiscal 
stability in Maldives and public investment in 
infrastructure. In the years following program 
completion, Maldives has not been able to control 
expenditures and achieve the fiscal consolidation 
necessary to contain growing public debt. As the 
government embarks on a program to provide 
expanded infrastructure, ADB has an opportunity 
to encourage private sector participation in this 
effort and provide support to help ensure the 
efficient use of resources. 
 

Outcomes such as budget realism, fiscal discipline, 
moving budget formulation to an availability 
basis, and tracking results fell short of the 
medium-term expectations of the program. This 
suggests that sustained capacity support is 
needed to build on the reforms in budget 
formulation and execution initiated during  
the ERP. Government staff capacity should  
be developed to regularly update sector road 
maps and assess public investment programs  
and improve the quality of public expenditures. 
The 2014 Public Expenditure and Financial 
Accountability performance assessment 
confirmed the need to continue building capacity 
in public sector financial management. 
 
State-owned enterprises delivering public services 
to a scattered island population make losses, 
depend on budgetary support, and are unable to 
service their historical debt obligations to the 
government. In small island states, it is difficult to 
achieve minimum efficient scale of operations, so 
the public sector tends to dominate the economy. 
Finding an efficient way to provide public services 
to ensure that the public is getting the best value 
for money is challenging. 
  

Lessons  

 
Successful privatization of state-owned 
enterprises requires strong political commitment 
and government ownership. The new government 
failed to carry forward the privatization program 
articulated in the report and recommendation of 
the President. This underlines the political risks 
associated with such reforms and the importance 
of broad stakeholder consultations and political 
consensus on the goals and processes of the 
reform.  
 
Well designed and adequately resourced technical 
assistance is critical in helping governments with 
limited technical capacity deliver a complex set of 
reforms. This is demonstrated by the broadening 
of the tax base by implementing the goods and 
services tax. Collected revenue doubled during 
2012–2016 with the help of sustained and 
targeted support from ADB starting in 2010. 
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Recommendations 

 
ADB should explore opportunities for private 
sector operations to supplement government 
investment in infrastructure and contribute to 
broadening the economic base. ADB support 
could include assistance in updating key sector 
strategies and in devising measures to encourage 
direct foreign investment and greater 
competition in the market. 
 
ADB should continue to provide carefully targeted 
grant technical assistance to strengthen the 
technical capacity of key agencies responsible for 
economic management. Strengthening technical 
capacity will improve the quality of economic 

analysis undertaken by the government agencies 
and, in turn, improve their decision-making 
abilities. 
 
ADB should support the government’s efforts to 
deliver public services more efficiently to the 
scattered population. The government’s policy 
has been to encourage people to relocate from 
outer atolls to the Greater Malé Region to take 
advantage of economies of scale and promote 
efficient public expenditures on economic and 
social services. ADB technical support could 
streamline public expenditures, creating 
efficiency gains over the medium to long term as 
the government seeks to consolidate urban 
centers and apply new technologies.

 
 
 
 



  

 

 

CHAPTER 1 

Introduction 
 
 
 
 
1. The Asian Development Bank (ADB) provided a program loan to support fiscal management 
reforms, including financial restructuring and privatization of state-owned enterprises (SOEs), in Maldives 
under the Economic Recovery Program (ERP).1 The program aimed to reduce economic imbalances and 
restore the economy to sustainable growth over the medium term, support the government’s structural 
reforms, and reduce the country’s vulnerability to external shocks. It aimed to create greater fiscal space 
and improve financial flexibility by diversifying the tax base, rationalizing expenditures, improving debt 
management, privatizing SOEs, and deepening the financial market through the issuance of Treasury bills 
and bonds. A technical assistance (TA) grant for institutional strengthening and a TA loan for capacity 
development and privatization initiatives were also provided under the program. The ERP was part of a 
broad emergency program of the Government of Maldives. The International Monetary Fund (IMF) and 
other international financial institutions also supported this program.  
 
2. This chapter outlines the purpose of the evaluation and summarizes the intended program 
impact, outcome, and beneficiaries.  
 

A.  Evaluation Purpose and Process  
 
3. The ERP was selected for evaluation as an input to a thematic evaluation on SOE reforms by the 
Independent Evaluation Department (IED) of ADB, which is programmed for delivery in 2018. Findings 
and lessons from the implementation of this program will inform future ADB interventions in financial 
restructuring and privatization of SOEs, and more generally, in public sector management. 
 
4. The program completion report (PCR) and the subsequent program completion report validation 
report (PVR) rated the ERP successful.2 The PCR rated the program relevant, effective, efficient, and likely 
sustainable. The PVR gave the same rating for the first three criteria but assessed the program less than 
likely sustainable because of significant ongoing macroeconomic imbalances. Both the PCR and PVR 
recommended a full evaluation of the ERP to provide a more detailed assessment.  
 
5.  This assessment of the ERP is based on the 2016 Guidelines for the Evaluation of Public Sector 
Operations,3 specifically, the sections on assessing policy-based loans.4 
 
6. The evaluation covered (i) a review of relevant and available ADB documents; (ii) a review of 
ADB’s country and sector strategies and the government’s development plans, infrastructure programs, 
and other plans and policies related to governance, fiscal management, and social assistance reform; 
(iii) consultations with ADB staff; and (iv) an independent evaluation mission to Maldives to confer with 
in-country stakeholders.  
 

                                                                 
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 Maldives for the Economic Recovery Program. Manila. 
2  ADB. 2013. Completion Report: Economic Recovery Program in the Maldives. Manila (Loans 2597 and 2598); ADB. 2014. 

Validation Report: Economic Recovery Program in the Maldives. Manila (Loans 2597 and 2598). 
3 ADB. 2016. Guidelines for the Evaluation of Public Sector Operations. Manila.  
4 ADB. 2009. Program Lending. Operations Manual. OM D4/BP. Manila.  
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7. In completing the report, IED considered the views of ADB department and office staff, the 
government, and stakeholder agencies. 
  

B.  Expected Results 
 
8. ADB approved the ERP in December 2009. Over the medium term, the program was designed to 
address structural constraints by supporting policy and institutional reforms. The program supported an 
emergency program of the government developed by ADB in coordination with the IMF, the World Bank, 
and other development partners. The IMF provided a loan under its Stand-By Arrangement, while the 
World Bank provided a Development Policy Credit5 for the Economic Recovery and Stability Program.6 
The key objectives of the joint assistance were to stabilize the country’s economy, develop the foundation 
for a sound economic recovery, and enable a more sustainable growth path. The ERP consisted of a 
program loan with two tranches, a TA loan and a TA grant. 
  
9. Expected impact. The expected impacts of the program were enhanced economic recovery, 
reduced economic imbalances, a sustainable growth trajectory over the medium term, improved 
structural reforms, and reduced vulnerability to external shocks. 

 
10. Expected outcomes. The expected outcomes were creation of greater fiscal space in the budget; 
financial flexibility through a more diversified tax base and rationalized expenditures; better debt 
management; more efficient privatization of SOEs; and a deepened financial market through the issuance 
of Treasury bills and bonds. 

 
11. Expected outputs. The program’s expected outputs were (i) fiscal policy strengthened and budget 
formulation and implementation bolstered; (ii) revenue, expenditure, and debt management measures 
implemented; (iii) mechanisms for financing the budget strengthened; (iv) privatization of SOEs 
facilitated; and (v) internal audit operations strengthened. 

  
12. Indicators and targets. Impacts were to be measured against (i) the year-on-year increase in 
economic growth (2009 baseline: –3.9%), (ii) year-on-year inflation (2008 baseline: 12.3%), (iii) year-on-
year reduced fiscal imbalance (2008 baseline: 12.59% of gross domestic product [GDP]), and (iv) number 
of privatized SOEs (2008 baseline: 1).  
 
13. Policy actions. The ERP included a policy framework that covered five components structured 
around 64 policy actions. Of these, 39 were conditions for the release of the first-tranche, to be 
completed by end of 2009; and 25 were second-tranche actions to be completed by June 2011, of which 
20 were tranche-release conditions. 

                                                                 
5  Development policy credit is a type of financing where the World Bank provides budget support to governments for a program 

of policy and institutional actions to help achieve sustainable, shared growth and poverty reduction.  

http://www.worldbank.org/en/projects-operations/products-and-services. 
6  World Bank. 2010. Maldives - Economic Stabilization and Recovery Program (English). Washington, DC. 

http://documents.worldbank.org/curated/en/924041468050701685/Maldives-Economic-Stabilization-and-Recovery-Program.  
 



 

 

CHAPTER 2 

Design and Implementation 
 
 
 
 
14. This chapter provides information on the program design, including rationale, program 
formulation, and resource assumptions. It also presents program implementation arrangements.  
 

A. Rationale  
 
15. Maldives is a small, open economy vulnerable to external shocks. The country depends heavily 
on tourism for its revenues and foreign exchange reserves. Tourism accounted for 23% of GDP, 36% of 
total government revenue, and more than 70% of foreign exchange earnings in 2016.7 The economy is 
vulnerable to fluctuations in capital inflows and to volatile food and fuel prices, as food and fuel are 
mainly imported. The 2004 tsunami and the 2008 global economic crisis exacerbated underlying 
structural problems in the national economy. These included a narrow and concentrated economic base, 
an inelastic taxation system, continued subsidization of social services, a rapidly growing civil service, and 
the lack of a clear strategy for the divestment and privatization of SOEs. In addition, human resource 
capacity constraints within the government, especially at the mid to low levels, compromised the 
effectiveness of development assistance projects. 
 
16. These structural constraints weakened macroeconomic fundamentals and made the economy 
vulnerable to external shocks such as price spikes for imported food or refined oil products. Tourism, the 
main driver of economic growth, was adversely affected by the global economic slowdown and 
weaknesses in public economic management. The increasing reliance of the economy on public spending, 
together with the government's inability to reduce its role in the economy, led to a large fiscal deficit of 
13% of GDP in 2008. Accordingly, the economy fell into recession in 2009, when GDP contracted by 
almost 4%. 
 

B. Time, Cost, Financing, and Implementation Arrangements  
 
17. The government, ADB, and development partners agreed during program preparation that the 
ERP would focus primarily on supporting in-depth policy and institutional reforms. The government 
initiated reforms to strengthen its fiscal position and planned to reduce its direct role in the economy, 
while at the same time facilitating a greater role for the private sector. Public spending required 
realignment, with a more realistic revenue outlook—this was the prerequisite for reducing economic 
imbalances and restoring sustainable growth over the medium term. The ERP was developed in close 
consultation with the government and development partners, which fielded joint missions during 
program preparation. ADB shared the ERP’s policy matrix with the IMF and the World Bank and 
coordinated with them in the final design. ADB attended the Development Partnership Forum in Maldives 
in March 2009 and held discussions with key development partners, including the World Bank, the Japan 
International Cooperation Agency, the Islamic Development Bank, the Commonwealth Secretariat, and 
the United States Agency for International Development.  
 
18. Although the PCR lists the appraisal mission for the ERP as taking place in 2006, the substantive 
part of the preparation of the emergency operation commenced after the onset of the global financial 

                                                                 
7 Government of Maldives. 2017. Tourism Year Book-2017, Ministry of Tourism, Republic of Maldives.  

http://www.tourism.gov.mv/pubs/Tourism_Yearbook_2017.pdf.  
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crisis in 2008. Preparation included three consultation missions that took place from June to October 
2009, leading to loan negotiations on 28–29 October 2009 and Board approval on 9 December 2009. 
 
19. Loan signing was on 18 March 2010, the program became effective on 8 June 2010, and the first 
tranche was disbursed on 25 June 2010. However, release of the first tranche was delayed by 6 months 
because the government had not fully implemented the first phase of its redundancy program, which 
involved reducing government staff by 2,000, including at least 500 from line ministries, by the time the 
loan agreement was signed. The second tranche was disbursed after tranche conditions were met, on 
20 September 2012 (about 9 months after the scheduled tranche release date). The TA loan of 
SDR0.94 million ($1.5 million) was cancelled without any disbursements on 18 December 2012 at the 
request of the Ministry of Finance and Treasury (MOFT), because the government wanted to exhaust TA 
grants before accessing TA loans. The program loan was closed on 11 December 2012, within the 3-year 
program period envisaged at the outset.  
 
20. Policy reform adjustment costs were estimated to be $231 million. They covered implementation 
of the redundancy program, payment of the government's share of the accrued pension liability (after 
passage of the 2009 Pension Act), retirement of existing circular debt owed by SOEs, and services related 
to the introduction of taxes and capacity development.  
 
21. The ERP financing was (i) $35 million (15%) from ADB, (ii) $84 million (36%) from the 
government, and (iii) $112 million (49%) from the Stand-By Arrangement of the IMF and the World 
Bank’s Development Support Facility. Planned cofinancing of the program by the IMF and the World Bank 
did not fully materialize because of the political uncertainties prevailing in Maldives.  

 
22. A 36-month Stand-By Arrangement in the amount of SDR49.2 million and a 24-month 
arrangement under the Exogenous Shocks Facility of SDR8.2 million were approved by the IMF’s Executive 
Board on 4 December 2009, and a disbursement of SDR5.3 million was made following the IMF board 
meeting. A further release of SDR5.125 million was made in March 2010 after the first review of the 
Stand-By Arrangement. 
 
23. The World Bank disbursed $2.90 million (SDR8.5 million) under its Development Policy Credit 
approved on 4 March 2010, which was closed as planned on 30 June 2010. The World Bank’s 
Independent Evaluation Group report on the program noted that “weak follow up on policy actions 
during the implementation and the lack of a functional government in 2011 and 2012 led to a suspension 
of most of the reforms supported by the program and thus to the cancellation of the second operation.”8  
 
24. The MOFT was the executing agency of the program. A steering committee was established to 
monitor program implementation and facilitate coordination among implementing agencies. The 
Minister of State for Finance chaired the steering committee, which also included representatives from 
the president's office, the MOFT, the Privatization Committee, the Department of National Planning, the 
Public Enterprise Monitoring and Evaluation Board, and the Maldives Monetary Authority (MMA). ADB 
participated as an observer. 
 

C. Technical Assistance  
 

25. ADB provided technical support to ensure that the government would successfully implement 
new economic measures proposed under the program. A TA package of $4.5 million was provided, 
comprising (i) a TA loan of $1.5 million for supporting capacity development and privatization initiatives, 
and (ii) a TA grant of $3.0 million for institutional strengthening. The primary outcome of the TA package 
was capacity development within government institutions responsible for economic management and 

                                                                 
8 World Bank. 2014. Independent Evaluation Group, ICR Review: Maldives: Development Policy Credit. Washington, DC.  
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program implementation. A key objective was to enable the government to comply with all policy actions 
under the program in a timely manner.  
 

D. Safeguard Arrangements  
 

26. The environment and social safeguards assessment envisioned no significant adverse 
environmental impact or any specific effect on indigenous people. The program did not require 
resettlement.  
 

E. Loan Covenants, Monitoring, and Reporting Arrangements  
 

27. Loan covenants. The PCR confirmed that the implementation arrangements were adequate, and 
that all covenants were complied with. ADB and the government agreed upon 10 specific assurances, as 
set out in the report and recommendation of the President. These included a commitment to reduce staff 
turnover in the MOFT and other agencies involved in the program; and to undertake mitigation measures 
to ensure good governance, accountability, and transparency consistent with the findings of governance 
assessment carried out by ADB under its Second Governance and Anticorruption Action Plan.9  
 

28. Monitoring and reporting. Covenants to help ensure adequate and timely monitoring and 
reporting of program implementation were included among the specific assurances. These included the 
establishment of a program steering committee and a program performance monitoring system. The 
government also established, as part of the covenants, an apex program monitoring unit in MOFT for 
overall coordination and implementation of all externally-assisted development programs and projects. 
ADB complemented government monitoring with regular review missions that (i) confirmed the 
fulfillment of policy actions for tranche releases, (ii) confirmed the release of adequate funds from the 
government for program activities, (iii) monitored the continued applicability of the assumptions 
underlying the program and identified specific risks and mitigating measures, and (iv) advised on actions 
to maintain effective implementation within the program period. The baseline indicators and targets 
incorporated into the design and monitoring framework (DMF) were considered relevant and useful for 
monitoring progress under the program. 
 

                                                                 
9 Footnote 1, Appendix 8. 



 

 

CHAPTER 3 

Performance Assessment 
 
 
 
 
29. The performance assessment follows ADB’s guidelines that prescribe four core evaluation criteria: 
(i) relevance of the program to the government and ADB development strategies, and adequacy of 
program design in addressing development constraints; (ii) effectiveness of the program outcome and 
outputs; (iii) efficiency of processes, including timeliness of program approval and in implementing the 
actions agreed upon in the policy matrix; and (iv) sustainability of the achieved outcome and outputs.10  
 

A. Relevance  
 
30. The program is assessed relevant on the basis of (i) its consistency with government priorities 
and ADB strategy; (ii) suitability of supported policy actions and institutional measures in addressing 
constraints; (iii) quality of its design; (iv) adequacy of policy discussions, stakeholder consultations, and 
beneficiary agencies’ participation in program design and their buy-in; (v) appropriateness of resource 
allocations and planned implementation support; and (vi) quality of program monitoring. 
 
31. The program was closely aligned with the Maldives Vision 202011 and the priorities of the Seventh 
National Development Plan12 in providing an enabling environment for private sector development, 
enhancing transparency and accountability, and improving the efficiency of public administration. The 
program was closely aligned with ADB’s 2007 country partnership strategy, which prioritized facilitating 
private sector development and enhancing capacity in managing development (Pillar 1); and improving 
economic management, transparency, and accountability (Pillar 3). 
 
32. The ERP design was consistent with the economic priorities of the new government elected in 
November 2008. These priorities were articulated in the development policy letter of the MOFT to the 
ADB President, signed on 27 September 2009. The platform aimed for a lean and efficient government, 
expansion of the revenue base, reduction of public expenditures, privatization of SOEs, and transforming 
the role of government from a provider of all economic services to an enabler for private sector 
development.  
 
33. The ERP was envisioned by both the government and its development partners as a set of reforms 
that would restore macroeconomic stability in the wake of the global financial crisis, address key 
weaknesses in economic management, and begin a process of reorienting the role of government in the 
economy. The program identified policy reforms, capacity building initiatives, and actions to address 
development constraints faced by Maldives, especially those that arose after the 2004 tsunami.  
 
34. The program design was well coordinated with the two cofinancing partners, the IMF and the 
World Bank. On 4 December 2009, the IMF approved blended financing arrangements for Maldives 
amounting to SDR57.4 million (about $92.5 million). The objectives of the assistance were (i) to reduce 

                                                                 
10 The overall rating was determined by aggregating the ratings for the four core criteria of relevance, effectiveness, efficiency, and 

sustainability. Under each core criterion, the four descriptor ratings translate into a whole number score from 0 to 3. The overall 
project assessment rating is a weighted average of the values of the four core criteria ratings and therefore ranges from 0 to 3.  

11 Government of Maldives, National Bureau of Statistics, Ministry of Finance and Treasury. Vision 2020. 
http://www.planning.gov.mv/en/images/stories/publications/ndp/6th%20ndp/pdf/vision2020.pdf. 

12  Government of Maldives, Ministry of Planning and National Development. 2006. Seventh National Development Plan, 2006–
2010. Malé. 
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the large budget deficit by curtailing spending and implementing revenue measures, and to restore 
economic stability and fiscal sustainability; (ii) to protect critical social spending and expand coverage of 
the pension system; (iii) to target the distribution of food, medicine, and other subsidies specifically to 
the poor; (iv) to reduce excess liquidity of the Maldivian rufiyaa and rebuild reserves to prudent levels; 
and (v) to strengthen the financial system. 
 
35. The World Bank’s Development Policy Credit of $13.7 million, approved on 3 April 2010, 
underpinned the government’s efforts to restore economic growth and protect the vulnerable. It 
supported (i) public financial management, including institutional changes to ensure that budget 
preparation, implementation, and monitoring processes were improved to support the delivery of 
credible budgets within a sustainable medium-term framework; the focus was on changes to the 
medium-term expenditure framework, within-year monitoring of budget outturns, and improving overall 
budget accountability; (ii) public enterprise reform to reduce the role of the state in the economy and 
guide the drive for public private partnerships in a way that would minimize future fiscal risks to the 
government and ensure that the privatization process would be conducted transparently and 
communicated effectively to relevant stakeholders; and (iii) social protection, including support for the 
development of new eligibility criteria for subsidies, while helping to build the foundations of a more 
harmonized national social protection system. 
 
36. The division of labor between the World Bank, the IMF, and ADB was based on their comparative 
advantages and the areas of their past engagements with the government. The allocation of tasks is 
reflected in the report and recommendation of the President and the scope of the ADB TA.13 ADB 
conducted joint missions with the IMF and the World Bank.14 ADB and the IMF took the lead on various 
areas of tax reform, while the World Bank took the lead on aspects of medium-term expenditure reform, 
budget implementation, and social safety nets. While ADB worked with the government on its 
privatization agenda, the World Bank and International Finance Corporation focused on public–private 
partnerships.15 
 
37. The program comprised five components: 
 
38. Component 1: Strengthening policy and bolstering budget formulation and implementation. This 
component laid out a comprehensive set of measures to better link national development plan priorities 
with the budget framework, reform the processes of budget formulation and execution, and address 
weaknesses in public accounting.  
 
39. At the heart of these reforms was the adoption of the Fiscal Responsibility Act, which was passed 
in 2013. The act stipulates budget deficit targets that cannot be exceeded and includes a legal 
requirement that future budgets should be linked to the medium-term fiscal framework (MTFF). 
 
40. The use of an MTFF to guide budget formulation and link it to broad development goals and 
sector strategies is widely regarded as good practice. However, Maldives faces considerable challenges 
defining clear sector strategies to formulate a technically sound MTFF, and in managing line agencies’ 
transition to multiyear budgeting and new procedures. The challenges relate primarily to the human 
resource constraints. Implementing a functioning MTFF requires considerable multiyear investment in 
training across both the agencies formulating the budget, and the major spending agencies. The ERP 
could have more clearly spelled out these implementation challenges and flagged the need for continued 
support over an extended period to ensure that the MTFF and associated reforms were implemented 
across government agencies. This component of the program is relevant to the fiscal issues facing 
Maldives, but the country will likely require more support to consolidate the reforms and reach the point 
where fiscal consolidation can be encouraged through a high-quality MTFF.  

                                                                 
13 Footnote 1, Table A3.1.  
14  Footnote 1, Table A3.2. 
15 World Bank. 2010. Development Policy Credit. Washington, DC. 
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41. Component 2: Implementing revenue, expenditure, and debt-management measures to 
strengthen fiscal policy. The program aimed to diversify the tax base and increase revenues through 
higher collections. In addition to the business profit tax (BPT) and tax administration bills, the program 
required that the MOFT submit a tourism goods and services tax (GST) bill to Parliament by the end of 
2009, and envisaged parliamentary approval for enhancing the airport passenger service charge (airport 
tax) from $12 to $18.50 per ticket. These actions were to be completed in 2009. The program also 
envisaged extending the GST to cover non-tourism sectors through the submission of a bill to Parliament 
by the government by June 2011. This component is considered highly relevant as it aimed to diversify 
the tax base to ensure a sustained increase in tax revenues. 
 
42. ADB TA played a positive role in the development of the BPT and implementing the above 
measures. As noted in the PCR, The TA supported the intensive preparation that went into the BPT. This 
included the registration of taxpayers, tax surveys, reviews of audited statements, compliance 
assessment, and post-tax audits. The TA grant helped build capacity within the tax administration. The 
TA included development of a large taxpayer unit to focus on collecting the BPT from the country’s 50 
largest companies; approval of operations manuals, auditing manuals, and taxpayer guides; and 
collection of other information to prepare for the actual collection of the BPT. 
 
43. Support for expenditure control is relevant to the overall objective of creating greater fiscal space. 
The government agreed to develop a human resource management plan to align expenditures with 
revenues. This plan also articulated the principles and criteria for downsizing the civil service and 
constituted a framework for implementing a redundancy program. The government also planned to 
reduce and eventually eliminate power subsidies and to link power tariff adjustments, on a biannual 
basis, to the cost of inputs.  
 
44. The debt management component is assessed relevant as it contributed to the objective of 
increasing the technical capacity of the government to monitor and manage debt. The government 
agreed to develop and approve a debt strategy that would encourage better planning of its borrowing 
and introduce regular sustainability analysis to monitor debt and manage the associated risks. This debt 
strategy was consistent with the objectives of the MTFF. It aimed to improve debt management by 
undertaking Maldives’ first debt sustainability assessment and finalizing a framework to monitor external 
private debt.  
 
45. Component 3: Strengthening mechanisms for financing the budget. This aimed to reform 
mechanisms for financing the fiscal deficit. The measures included (i) strengthening liquidity forecasting 
at the MOFT; (ii) progressively reducing the outstanding balance on ways and means advance (W&MA), 
which is a form of ad hoc borrowing by the government from the MMA, and placing greater emphasis 
on open market operations using Treasury bills, including the eventual conversion of outstanding W&MA; 
(iii) preparing a study on a system of primary dealers and brokers for auctioning Treasury bills and 
subsequent trading in the secondary market; and (iv) establishing a framework to replace the fixed rate 
tap system with a variable rate Treasury bill auction system to develop competitive bidding and trading 
in government securities.16  
 
46. It was agreed that the W&MA ceiling would not be breached, and public sector borrowing would 
be mobilized in the domestic market, thereby reducing liquidity injections and containing inflationary 
pressures. In the medium term, the program anticipated that Treasury bill and bond issuances, and their 
eventual trading, would contribute to deepening financial markets and providing the MMA with a 
market-based instrument for liquidity management. The development of tradable securities at the short 
end of the market would also serve to improve the conduct of monetary policy. For this purpose, the 
MMA introduced the trading of Treasury bills on the secondary market. To enhance demand, the MMA 

                                                                 
16  A tap issue allows the government to make the Treasury bill available to investors when market conditions are most favorable. 

The Treasury Bills are sold at the current market value on their issuance dates but issued under the same fixed rate.  
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would include Treasury bills as eligible items under its minimum reserve requirements for commercial 
banks and would allow non-institutional investors to participate in the Treasury bill market. 
 
47. This was a carefully constructed and highly relevant set of measures to move Maldives away from 
monetization of its budget deficits by central bank financing. It included positive elements to support 
capital market development. 
 
48. Component 4: Facilitating privatization of state-owned enterprises. Privatization of SOEs was a 
core component of the government's economic reform agenda. An independent Privatization Committee 
was established in 2013 to oversee privatization policy. Invest Maldives, under the Ministry of Economic 
Development (MED), was the implementation agency for privatization, in close consultation with the 
Public Enterprise Monitoring and Evaluation Board under the MOFT. As a part of the government's efforts 
to privatize selected SOEs, it prepared a formal privatization policy that established clear principles 
underlying the privatization process, including checks and balances. 
 
49. This component was well designed and set out a structured process to help Maldives redefine 
the role of government in the economy. However, a public communications policy to explain the reforms 
and build public support was missing from the process. The cancellation of the TA loan intended to 
support capacity development and privatization initiatives weakened this component. This was a design 
weakness. Governments facing foreign exchange and debt constraints often prefer grants to loan-
financed TA. However, ADB did provide $3 million in grant TA funds, which constituted an important 
contribution to program. 
 
50. Component 5: Strengthening internal audit operations. ADB had previously assisted government 
efforts to put institutional arrangements, systems, and procedures in place to discharge internal audit 
functions—including a strategic management plan under a previous TA project. 17  ADB's follow-up 
support under the ERP took account of the recommendations made by the 2009 Public Expenditure and 
Financial Accountability (PEFA) performance assessment. 18  ADB synchronized its support for debt 
sustainability assessments with the IMF's work on strengthening budgetary mechanisms and debt 
management. 
 
51. The approval of the strategic management plan for strengthening internal audit operations 
would usher in the start of the program's second phase, under which auditing standards would be 
developed, together with reporting requirements. Comprehensive internal audit manuals would be 
completed. Capacity development would be integral to this phase. The third phase would involve 
undertaking risk-based audits in full compliance with the Public Accounting Act of 2007. The internal 
audit function would be rolled into budgetary agencies on a pilot basis.  
 
52. This component represented a further commitment by ADB to improve public financial 
management institutions in Maldives. The reforms and capacity building efforts were intended to 
improve accountability and transparency in public finance. This component, along with measures 
included in other program components, was designed to address key weaknesses identified in the 2009 
PEFA assessment, and as such was relevant. 
 
53. Overall program relevance. Overall, the program design was assessed relevant and included 
adequate resources to meet the identified adjustment costs. Nevertheless, resources from the World 

                                                                 
17 ADB. 2007. Technical Assistance to the Republic of the Maldives for Enhancing Internal Audit in Maldives. Manila, funded under 

ADB. 2006. Proposed Technical Assistance for the Development Partnership Program for South Asia. Manila (TA 6337-REG). 
18 PEFA. 2009. Maldives: PEFA Assessment. Washington, DC. (PEFA is a methodology for assessing public financial management 

performance. A PEFA assessment measures the extent to which Public Financial Management systems, processes and institutions 
contribute to the achievement of desirable budget outcomes: aggregate fiscal discipline, strategic allocation of resources, and 
efficient service delivery. More details available in www.pefa.org). 
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Bank, a major cofinancier, did not materialize and ADB’s TA loan was cancelled without any 
disbursement. 
 
54. As reported in the PCR, the design of the program made it possible to address highly complex, 
interlinked issues, and set sufficiently ambitious objectives for fiscal consolidation. The program also 
enabled ADB to rectify weak capacity among the implementing agencies by equipping government 
agencies with modern analytical tools to manage the development process and create opportunities for 
an inflow of foreign direct investment. However, as pointed out in the PVR, over optimism regarding the 
political commitment and technical capacities of the new government were evident in the areas of reining 
in public expenditures and expediting enterprise privatization. 
 
55. The economic crisis facing Maldives in 2009 provided an opportunity to coordinate international 
assistance to help the new government implement economic reforms. This is reflected in the relevance 
of the program, with many components building on ongoing and past support. Perhaps, the ERP could 
have been less complex, with fewer tranche conditions in view of government’s limited capacity. The 
program design also would have benefitted from more extensive policy dialogue on the extent of the 
government’s commitment to public expenditure reform and privatization. Broader stakeholder 
consultations were needed to build support for the program and communicate its long-term benefits to 
the public.  
 

B.  Effectiveness  
 

56. The assessment of effectiveness establishes whether key program conditions within the policy 
matrix and the DMF outputs and outcomes were met. Each of the program components is assessed 
against the performance targets and indicators within the DMF. 
 
57. The government achieved a high degree of compliance with the program conditions for release 
of both the first and second tranches of the ERP. All 39 policy actions under tranche 1 were completed, 
albeit some were delayed. Of the 20 tranche-release conditions under tranche 2, 17 were complied with. 
In the light of substantial compliance of the remaining three conditions, their full compliance was waived. 
These conditions were the earmarking of tourism-related GST receipts for environmental protection 
purposes; the biannual review of STELCO tariff adjustments based on cost of inputs; and the inclusion by 
the MMA of Treasury bills as eligible items under its minimum reserve requirements for commercial banks.  
 
58. The overall program outcome was “creation of greater fiscal space in the budget; and financial 
flexibility through a more diversified tax base and rationalized expenditures, better debt management, 
and more efficient privatization of SOEs, as well as deepening the financial market with the issuance of 
Treasury bills and bonds” (Appendix 1). This was measured against six performance targets and 
indicators: 
 

(i) Improved transparency and accountability of the budget process consistent with the 
medium-term fiscal framework (2008 baseline: no consistency between the budget 
process and MTFF). As discussed below, the quality of the MTFF will need to improve to 
provide adequate guidance during budget formulation. 

(ii) Improved ability to link resource allocation with the medium-term fiscal policy objectives 
(2008 baseline: no linkage between resource allocation and MTFF policy baseline). 
Although sector strategies were prepared, linking the MTFF to resource allocation can 
only occur over time as the staff in line agencies become more familiar with the concepts 
and their application. Implementing a functioning MTFF requires considerable multiyear 
investment in training across both the agencies formulating the budget and the major 
spending agencies. 
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(iii) Year-on-year tax revenue increase through diversification of the tax base (2008 baseline: 
$265 million). This was achieved, with taxes reaching $448 million in 2012, and revenue 
growth that continued in the post-program period (Appendix 2). 

(iv) Decrease in current expenditure as a share of total expenditure (2008 baseline: 79.7%, 
revised later to 72.2%) and debt-to-GDP ratio (2008 baseline: 53.9%). The share of 
current expenditure to total expenditure increased compared to the baseline and went 
as high as 85% (Appendix 2) in 2013, constraining the government’s capacity to allocate 
more resources to capital investment projects. However, the ratio subsequently declined 
to 62.1% in 2016. The ratio of total public debt to GDP was 64.5% in 2012, and 
continued to be above 60.0% until 2016, reflecting persistently high budget deficits. 

(v) Progressive increase in the number of privatized state-owned-enterprises (2008 
baseline: 1). No further privatizations took place after the Dhiraagu Telecom Company 
was privatized through a share issue in December 2011. The present government is not 
actively pursuing privatization of SOEs. 

(vi) Completion of projects without cost overruns and/or improved portfolio ratings (2008 
baseline: frequent cost overruns). No evidence was available to comment on the 
frequency of cost overruns. 

 
59. Outputs under each of the program components were also assessed against the indicators and 
targets in the DMF. 
 

1. Component 1—Strengthening Fiscal Policy and Bolstering Budget Formulation and 
Implementation  

 
60. Reformulated 7th National Development Plan becomes the new poverty reduction strategy, and 
the results framework of the plan facilitates monitoring of plan objectives and targets (2008 baseline: 
none). The new government that came to power after the first multi-party presidential elections held in 
2008 adopted a new Strategic Action Plan, 2009–2013, replacing the 7th National Development Plan. A 
monitoring and evaluation framework for the Strategic Action Plan was developed in early 2011 with the 
assistance of the United Nations Development Programme.19  Under the later government that was 
formed after the coup in 2012, policies and programs are guided by its election manifesto. A detailed 
national development plan has not been prepared. 
 
61. Fiscal Responsibility Act is operational (2008 baseline: not operational). The Fiscal Responsibility 
Act was drafted during the ERP period and this stipulated budget deficit targets that cannot be exceeded 
and made it a legal requirement for future budgets to be linked to the MTFF. The Fiscal Responsibility Act 
was ratified after program completion on 6 May 2013. 
 
62. Align expenditure and budget deficit with the 3-year rolling budget framework (2008 baseline: 
no alignment). The MTFF developed rolling revenue and expenditure projections over a 3-year period, 
based on assumptions of GDP growth, inflation, exchange rates, interest rates, tourism inflows, and 
external trade. However, the MTFF had only a modest impact on guiding government expenditure so that 
it is consistent with the government's overarching fiscal and debt strategy. 
 
63. The MOFT took follow-up actions to strengthen the budget framework, including a medium-term 
sector road map based on National Development Strategy goals and a budget programming framework 
to ensure that expenditures on the development budget followed sector objectives, policies, and 
programs. The MOFT issued budget circulars requiring line ministries to align proposed development 
expenditures closely with sector goals and policies. Project selection criteria for the Public Sector 
Investment Program budget were developed with the aim of ensuring that recurrent costs were reflected 

                                                                 
19 ADB. 2013. Completion Report: Economic Recovery Program in Maldives. Manila. 
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in annual budgets.20 The MOFT introduced principles of results- or performance-based budgeting in three 
sectors—transport, health, and education—on a pilot basis, and developed a monitoring framework to 
check for the alignment of budget implementation with the MTFF and assess contribution of 
development spending to sector outcomes. However, the pilot program was not sustained beyond the 
program period. 
 
64. Fiscal deficit is reduced to 15% of gross domestic product in 2010 (2009 baseline: 28% of GDP). 
This short-term deficit target was achieved, with the deficit reduced to 14.4% in 2010. In the following 
years the deficit declined further and stood at 7.4% in 2016.21 
 
65. Strengthened cash balance projections and estimates for the year (2008 baseline: weak cash 
balance projections and estimates). Since program completion, the Treasury and the public accounts 
division of the MOFT have been preparing weekly cash balance projections and updating revenue 
projections monthly using inputs from the Maldives Inland Revenue Authority and the Maldives Custom 
Service. 
 
66. Overall, this component is assessed effective. The conditions for strengthening fiscal policy and 
improving budget formulation and implementation were largely complied with. However, as also noted 
in the PVR, performance-based budgeting and alignment of the annual budget with the MTFF is a work 
in progress. The projections required to support the MTFF did not have a strong analytical basis and were 
of limited use. The adoption of a more standardized public accounting system is ongoing, but it is not 
yet fully functional. 
 

2. Component 2—Implementing Revenue, Expenditure, and Debt Management Measures 
to Strengthen Fiscal Policy  

 
67. Goods and services tax to be implemented by 2012 (2009 baseline: no GST). Following the 
passage of the Tax Administration Act in 2010, BPT and GST were introduced in 2011. 
 
68. Revenue augmentation through improved tax collection (2008 baseline: 47.1%, as a percentage 
of total revenue collection for the year). Tax revenue as a percentage of total revenue stood at 70.6% in 
2012. The revenue-raising measures supported by the ERP were successfully implemented and sustained 
over the program period and beyond. Total tax revenue increased from $265 million in 2008 to 
$437 million in 2012, and it has continued to grow after program completion, both in absolute terms 
and as percentage of GDP. From 2012 to 2016, tax revenue as percentage of GDP increased from 17.8% 
to 23.9%. The 2011 Maldives country assistance program evaluation cited revenue administration as a 
strength of the program.22 

 
69. Maintenance of public debt at sustainable level (2008 baseline: $679 million); and finalization of 
debt strategy and publication of debt strategy reports (2008 baseline: no debt strategy and no relevant 
reports). Total debt reached $1.623 billion in 2012. The MOFT developed a debt strategy under the ERP 
that allowed it to better plan its borrowing and introduced regular analysis of debt sustainability to 
monitor debt and manage the associated risks. This built on earlier ADB support to strengthen the 
government's debt management capacity. 
 
70. The debt strategy's objectives included achieving consistency with the objectives of the MTFF—
improving debt management, undertaking the first debt sustainability assessment, and finalizing a 
framework to monitor external private debt. The cabinet approved the medium-term debt management 
strategy on 17 June 2012. This strategy is aligned with the Fiscal Responsibility Act, which was enacted 

                                                                 
20  The Public Sector Investment Program is the collective term used to refer to all infrastructure development projects by the 

government of Maldives.  
21 Maldives Monetary Authority. 2017. Annual Report 2016. Malé. Republic of Maldives. 
22  Independent Evaluation Department. 2011. Country Assistance Program Evaluation: Maldives. Manila: ADB. 
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in May 2013. That act requires the government to (i) maximize access to highly concessional loans by 
continuing the regular pipeline programs from multilateral agencies; (ii) borrow from external creditors 
for other capital projects only through semi-concessional loans with a maturity of at least 20 years and 
a fixed interest rate of not more than 200 basis points; and (iii) use the domestic market to finance the 
budget deficit, with preference given to the issuance of medium- to long-term bonds and Treasury bills.  
 
71. Approval of the government's human resource management plans (2008 baseline: no human 
resource management plans) and approval of redundancy program and its implementation (2008 
baseline: no redundancy program). The government produced a human resource management plan that 
set out the principles and criteria for reducing the size of the civil service and constituted a framework 
for carrying out a redundancy program. The first phase, which was implemented with some delays, 
reduced the number of staff in the government and SOEs by 2,000 in 2009. Under the second phase, 
7,098 employees were classified as redundant by 2011. However, the government reversed the 
redundancy program by rehiring staff after the disbursement of the second tranche in December 2012. 
Discussions with the MOFT suggest that progress has been made on rationalizing government staff 
needs, and in December 2017, a hiring freeze went into effect. The number of civil servants is not 
expected to increase in the medium term. 
 
72. Guidelines on tariff setting measures for utility service providers as a pilot (2008 baseline: no 
tariff setting measures). The government reduced the financial impact of power subsidies in Malé by 
(i) establishing a formula linking power tariffs to the cost of inputs, including international prices for oil; 
and (ii) increasing the tariff by 30% from 1 November 2009. The MOFT also implemented a new electricity 
tariff program based on subsidies to lower-income households. The National Social Protection Agency 
was established in 2009 to launch targeted subsidy programs with clear guidelines. To ensure more 
efficient allocation of public resources, the agency introduced electricity subsidies as an income-tested 
benefit in November 2009 for households in Malé and other islands. 
 
73. Although the government expressed clear commitments to public expenditure management at 
the time of program formulation, it faced resistance from affected stakeholders. As noted in the PVR, the 
public sector wage cuts announced in October 2009 were reversed by the independent Civil Service 
Commission and Parliament in January 2010. More thorough consultation with stakeholders during 
program preparation may have identified this issue. At the time of program closing, the government had 
made limited progress in reducing power subsidies; however, some progress was made post-program, 
as the government limited electricity subsidies to the needy and cut food subsidies. 
 
74. Overall, this component is assessed effective because major reforms were achieved, and because 
new taxes led to substantial increases in revenues. 
 

3. Component 3—Strengthening the Mechanisms for Financing the Budget  
 
75. Outstanding Treasury bills increased, and open market operations started (2008 baseline: 
outstanding Treasury bills $56.8 million). The stock of outstanding Treasury bills grew from 
Rf6.451 billion in 2012 to Rf14,456 billion in 2016.23 Open market operations started in August 2009. 
However, per the MMA’s annual report, the MMA has not conducted open market operations since 
May 2014 because of low inflation and the need to accelerate credit growth in the banking sector. 
 
76. The ways and means advance ceiling is observed (2008 baseline: Rf1.6 billion). On 30 September 
2009, a new W&MA ceiling of Rf100.0 million was agreed upon, down from Rf1.6 billion in 2008. The 
new W&MA ceiling was not breached during the program period, and public sector borrowing was 
mobilized from the domestic market, thereby reducing liquidity injections and containing inflationary 
pressures. 

                                                                 
23 Government of Maldives, MMA. 2017. Monthly Statistics March 2017, Volume 18. 
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77. Convert all of the ways and means advance, more than Rf1.6 billion, to Treasury bonds by end-
2009. The MOFT and the MMA agreed to a new W&MA ceiling in 2010, further reducing the outstanding 
threshold of W&MA. The outstanding balance of W&MA was converted to Treasury bonds in two tranches 
(August 2009 and September 2009). W&MA are no longer used to finance the budget. Treasury bills  
(1-month, 3-month, 6-month, and 1-year) are being issued, and the volume has building over the years. 
Private companies have started investing in them. 
 
78. Progressively higher use of Treasury bills as a monetary instrument (2008 baseline: T-bill was not 
used as a monetary instrument). The development of tradable securities at the short end of the market 
has improved the conduct of monetary policy. Open market operations have been conducted since 
August 2009. Treasury bonds held by the MMA have been used as collateral to conduct reverse 
repurchase agreements with commercial banks. To increase demand, the MMA issued a circular on 
7 August 2012 allowing non-institutional investors, including private companies, to purchase Treasury 
bills.  
 
79. Increasing volumes of Treasury bills are actively traded on the secondary market (2008 baseline: 
no Treasury bills were traded on the secondary market). A higher volume of Treasury bills was issued 
during the program period—initially to commercial banks and SOEs, and over time to investment funds 
and private companies.  
 
80. All tranche release conditions and major performance targets were met under this component. 
The ERP promoted the issuance of Treasury bills and Treasury bonds and helped provide the MMA with 
a market-based instrument for liquidity management. However, no secondary market for Treasury bills 
exists to achieve the expected outcome of deepening the financial market. The program supported 
ending the use of the W&MA to monetize the fiscal deficit.  
 
81. Further progress has been made since the program ended. The W&MA has been closed and the 
balances transferred to a 50-year bond, which the government is servicing. The MMA has issued Islamic 
finance instruments with maturities up to 2 years, and a dual-currency bond with the principal 
denominated in United States dollars, but the coupon paid in local currency. An ongoing government 
project on capital market development includes components to automate processes for trading and 
auctions. 

 
82. Given the various achievements, this component is overall considered effective. 
 

4. Component 4—Facilitating Privatization of State-Owned Enterprises  
 
83. Government regulations passed on privatization classification, financial restructuring and 
redundancy program (2008 baseline: no regulations). The PCR noted that under the ERP, the government 
presented a policy on privatization of SOEs to the cabinet that contained a statement of intentions and 
guidelines on the privatization process. The policy (i) categorized SOEs into those that were to be retained 
and restructured under government ownership, those that were to be privatized, and those that were to 
be closed; (ii) outlined guidelines for financial restructuring of SOEs; and (iii) framed a redundancy 
package. The government established a privatization committee to guide the privatization of SOEs, and 
the MED provided the secretariat for the committee through Invest Maldives—the government agency 
entrusted with promoting, regulating, and licensing foreign investments. This was undertaken in 
consultation with the Public Enterprise Monitoring and Evaluation Board, which provided support to 
assess and monitor the performance of SOEs. A new Privatization Act was introduced in January 2013 to 
govern all privatization and corporatization efforts by the government. A Privatization and 
Corporatization Board established under the Act was tasked with planning, administering, and 
monitoring the government’s privatization and corporatization efforts. 
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84. Privatization of major state-owned enterprises (e.g., the State Electric Company Limited, Maldives 
National Shipping) by the end of 2010 (2008 baseline: one privatized SOE) and privatization of targeted 
state-owned enterprises (2008 baseline: one privatized SOE). Invest Maldives listed 19 SOEs for 
privatization, and the government invited expressions of interest for the privatization of at least 9 SOEs. 
As part of this process, STELCO completed (i) an operational restructuring; (ii) balance sheet restructuring;  
(iii) a new tariff structure based on a cost-recovery program to reduce its outstanding liabilities; and 
(iv) an information package, including technical requirements and an investment plan. The MED ensured 
that at least 50% of the staff of Invest Maldives undertook training to improve capacity. The MED 
reorganized in 2011, assigning the functions of Invest Maldives to a public–private partnership unit 
within the ministry. All staff of Invest Maldives and subsequently, the public–private partnership units, 
have undergone training. The privatization committee brought three SOEs to the point of sale. These 
were Dhiraagu Telecom Company, Malé International Airport, and Maldives National Shipping.  
 
85. As of December 2017, however, only the Dhiraagu Telecom Company had been privatized—
through a share issue (divestiture) in December 2011. This initial public offering was the biggest in the 
country’s history in terms of total number of shares subscribed (4,711,810) and the value of the proceeds 
(Rf376.9 million). After the initial public offering, Cable & Wireless Communications of the United 
Kingdom owned 52% of the company’s issued share capital. However, the planned privatization of SOEs 
suffered a setback with the expropriation of Malé International Airport from the GMR Infrastructure–
Malaysia Airports Holding consortium in December 2012. A 25-year management contract was awarded 
to the consortium in June 2010 for the rehabilitation, expansion, modernization, operation, and 
maintenance of Malé International Airport. The consortium won an arbitration decision against the 
government in the Singapore International Arbitration Centre in 2016 and was awarded a total of 
$271 million for debt and equity invested in the project plus costs. The MMA paid the amount on 
15 November 2016.24  

 
86. In March 2013, the government supported SOE privatization through Parliament’s approval of 
the Privatization and Corporatization Act. This act provides the legislative framework to enable SOE 
privatization. The government also established a Privatization and Corporatization Board, but its role has 
been limited to improving corporate governance and the performance of SOEs. The board has yet to 
prepare guidelines for privatization. As of 2017, it is working on a monitoring system and performance 
management system that sets performance targets for SOEs. 
 
87. Although the government undertook the agreed policy actions and made considerable effort to 
advance the privatization process, the anticipated results were not achieved within the program period. 
An explicit public communications plan and more extensive consultations with stakeholders may have 
generated more understanding, support, and consensus about the program. This component is assessed 
less than effective. 
 

5. Component 5—Strengthening Internal Audit Operations 
 
88. Preparation of framework for producing periodic and ad hoc internal audit reports (2008 
baseline: framework does not exist). By 2012, the MOFT had established an internal audit unit and revised 
the internal audit guidelines. The main function of this unit was to develop core capacity for internal 
audit within the civil service.  
 
89. Implementation of internal audit manual pursuant to standard financial accounting (2008 
baseline: internal audit manual does not exist). The MOFT completed a manual on risk-based internal 

                                                                 
24  ADB. 2017. Asian Development Outlook 2017: Transcending the Middle-Income Challenge. Manila, Philippines. 

(https://www.adb.org/sites/default/files/publication/237761/ado-2017.pdf) 
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auditing consistent with the public accounting system (PAS).25 The manual covered (i) strategic audit 
planning, (ii) development of an annual work plan, (iii) an overview of the audit process, 
(iv) commencement of audit activities, and (v) how to monitor and implement the agreed 
recommendations. 
 
90. Roll out the internal audit function as a model into other line ministries and agencies (2008 
baseline: independent audit function does not exist). The MOFT’s internal audit unit has audited the 
Seenu Atoll Office, the Muhibbuddin School, the Maldives Transport Authority, and other agencies. The 
internal audit function was established in other line ministries as well, but a lack of qualified staff limited 
its effectiveness.  
 
91. Operationalizing the internal audit mechanism within the government is an ongoing process. 
Since December 2017, the World Bank has been supporting the process through its Public Financial 
Management Systems Strengthening Project.26 With the support of consultant PWC, the project aims to 
revise the internal audit manual and improve audit checklists. PWC has proposed that a centralized 
internal audit function should be adopted to pool the limited resources (namely, qualified chartered 
accountants) of the different ministries. The government uses international accounting standards in the 
preparation of financial statements. However, accounting is on a cash basis and the government is 
considering moving to accrual-based accounting. 
 
92. Implementing new financial regulations in line with international public sector accounting 
standards (2008 baseline: none). The government issued new public finance regulations under the 
framework of the Public Finance Act, 2005 that were consistent with international public sector 
accounting standards. The internal audit unit has begun to implement these regulations in accordance 
with the revised accounting standards. 
 
93. Receiving regular information technology audit reports (2008 baseline: none). Information 
technology audit reports were not prepared within the program period. The internal audit unit continues 
to have limited capacity and just three staff members including a chief of internal audit. 
 
94. Overall, component 5 is considered effective. All tranche release conditions and major 
performance targets were met, although some minor targets were not achieved. 
 
95. Overall effectiveness. Considering the achievements under various components, the ERP is 
assessed effective. The conditions for strengthening fiscal policy and improving budget formulation and 
implementation were largely complied with. The government took steps to introduce performance-based 
budgeting and align the annual budget with the MTFF. The second program area—implementing 
revenue, expenditure, and debt management—saw the revenue base successfully increased, but efforts 
to reign in expenditures were less than successful. Under the third program area—strengthening the 
financing mechanism for the budget—deficit financing by the central bank (monetization of deficit) 
ceased. The fourth program area—facilitating the privatization of SOEs—was problematic. The 
Privatization and Corporation Action Act was approved in March 2013, after program closing in 2012. 
This provided the legislative framework for SOE privatization; however, as of December 2017, only one 
SOE had been privatized. Under the fifth program area—strengthening internal audit—the MOFT 
established an internal audit unit and completed a comprehensive internal audit manual that conformed 
to risk-based auditing and was consistent with the PAS. The government issued public finance regulations 
under the framework of the Public Finance Act, 2005. 

                                                                 
25 Public Accounting System (PAS) is an accounting system that applies to government organizations or other entities that do not 

pursue profits and their performance is not assessed based on profits. It provides timely, relevant, and reliable financial 
information needed to support all fiscal and budget management, decision making, and reporting processes. 

26 World Bank. 2014. Maldives - Public Financial Management Systems Strengthening Project (English). Washington, DC. 
http://documents.worldbank.org/curated/en/771641468052457766/Maldives-Public-Financial-Management-Systems-
Strengthening-Project. 
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96. Some reforms will require more time to positively impact economic management. The quality of 
the MTFF should be further improved to effectively guide budget formulation. Performance-based 
budgeting and the PAS are important reforms, but they are dependent on upgrading staff capacities. 
The approved legislative framework for privatization should be complemented by building public 
consensus on the goals of SOE privatization. 
 
97. The TA grant was effective in supporting the ERP by providing high-quality and well-timed inputs. 
As per the PCR, the two consulting firms and 12 individual consultants worked closely with the project 
implementation unit and relevant government institutions. The consultants reported in a timely manner 
and the quality of their outputs was satisfactory. The recruitment of the consultants was undertaken in 
accordance with ADB’s Guidelines on the Use of Consultants (2007, as amended from time to time). The 
performance of suppliers was also satisfactory, with no issues regarding procurement costs, delivery, or 
quality. The technical assistance completion report noted that the productivity of the inputs was high, 
and the executing agency was satisfied with the inputs and the quality of the consultants’ reports. 
 
98. The TA achieved its expected outcome of developing capacity in government institutions 
responsible for economic management. The TA successfully enhanced the capacity of the MOFT in debt 
management and internal audit. Furthermore, the Department of Inland Revenue was successfully 
transformed into the Maldives Internal Revenue Authority and is functioning as a professional and 
effective tax administrator.  
 

C. Efficiency  
 

99. The government and its development partners worked efficiently to prepare the ERP. In 
responding to a crisis, it was necessary to formulate and agree on the program quickly. This was achieved, 
first, through an intensive consultation process whereby ADB fielded three missions from June to October 
2009, leading to loan negotiations on 28 October 2009 and Board approval on 9 December 2009. 
Second, many of the program elements represented additional phases of ongoing development partner 
support and dialogue. 
 
100. Although the program was delivered within the proposed 36-month period, there were 
significant delays in meeting the conditions for release of the first and second tranches. Loan 
effectiveness and release of the first tranche did not take place until 7 months after loan approval, mainly 
because it took longer than anticipated to meet the tranche condition of downsizing the civil service. The 
PCR noted that the government’s strong commitment to implementing critical reforms ensured a timely 
program schedule despite disruptions in program implementation because of political unrest in early 
2012 and high inflationary pressure in 2011. Given the high number of tranche conditions, some delay 
in meeting tranche release targets should have been anticipated. 
 
101. The consultants under the TA project submitted their reports on time and the quality of their 
outputs was satisfactory. The TA loan of $1.5 million was cancelled in December 2012 at the request of 
the MOFT because the civil service and the government’s internal structure were not able to achieve the 
project’s deliverables. The TA loan was cancelled in response to a request from MOFT. The MOFT assessed 
that the TA deliverables cannot be achieved given the state of civil service and the government’s internal 
structure. The outcomes of the TA loan were envisaged to be: (i) capacity development of the MOFT and 
MED; and (ii) capacity development of the Privatization Committee and Invest Maldives to expedite the 
privatization of SOEs. Without these measures, the government’s capacity to undertake privatization 
remained constrained. 
 
102. The TA grant was to be implemented over 36 months. However, this was extended three times 
for an additional 18 months. In December 2011, the MOFT requested further support from ADB to 
improve the fiscal management of public infrastructure. This was intended to develop staff capacity to 
identify, structure, design, and execute transactions dealing with privatization of SOEs or private sector 
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participation in public services and infrastructure provision. The TA budget was increased by $225,000 
to cover the additional work. The TA closed 4 months after the targeted completion date because of the 
executing agency’s delay in submitting the remaining invoices and the certificate of full payment. 
 
103. All fiduciary arrangements of the ERP were adhered to. Reforms to strengthen the government’s 
budget management system were included in the program as conditions for the release of the first 
tranche. These reforms included presenting the annual budget within the context of a 3-year rolling 
program, and the reconciliation of 2009 revenue and expenditure accounts in a PAS-compatible format. 
 
104. The ERP is considered efficient. It achieved the intended outcomes within the planned costs and 
implementation period. The delays in disbursing program tranches were relatively short considering the 
complexity of the program design.  
 

D. Sustainability  
 
105. The government continues to develop its technical capacity to use the strengthened systems for 
budget formulation and execution. It enacted the Fiscal Responsibility Act, created sector road maps, 
developed a budgeting framework and project selection criteria for public sector investment programs. 
However, because of weak implementation of the MTFF and related reforms, these measures have failed 
to significantly restrain public expenditures. The government must adhere to the aggregate expenditure 
and debt limits of the Fiscal Responsibility Act to maintain fiscal and macroeconomic stability. Maldives 
has large borrowing requirements but has reached the 60% debt-to-GDP ratio limit established under 
the Fiscal Responsibility Act. The government needs to develop further staff capacity to regularly update 
sector road maps and apply minimum economic and environmental assessment criteria to public 
investment program projects and improve the quality of public expenditures. In terms of the medium-
term outcomes envisaged in the policy matrix, there are shortfalls in budget realism, fiscal discipline, 
moving budget formulation to an availability basis, and tracking results. 
 
106. Under component 2, the new taxes and strengthened tax administration introduced with the 
help of the program led to improved revenue performance that has been sustained beyond program 
completion. The key medium-term outcome of diversifying the tax base has been achieved. Among the 
new taxes were the Green Tax, 2009 and Remittance Tax, 2016 (a tax on outward remittances). The Green 
Tax was designed to address environmental fallout associated with increased tourism (e.g., waste 
management). However, the revenue from this tax is not earmarked for addressing environmental issues 
and is being used to reduce the rising budget deficit.  

 
107. Five years after program completion, the sustainability of reforms relating to control of public 
expenditures and public debt remains under question. Although debt management measures were 
undertaken satisfactorily, the stock of government and guaranteed debt continued to grow after 
program completion. In 2012, the IMF Stand-By Arrangement was renegotiated because of policy 
reversals and insufficient progress on expenditure reform. The 2017 Asian Development Outlook reported 
that Maldives continues to have large and persistent fiscal deficits that will require expenditure cuts.27 
Actions were taken to better target and reduce subsidies in 2016. However, further measures should be 
taken to improve welfare through better allocation of resources.  
 
108. Although debt monitoring and management have improved, successive budget deficits have 
resulted in elevated public debt, underlining the need for fiscal consolidation. The objective of reducing 
the stock of public debt over the medium term has not been met. The economy remains prone to 
downside risks from external shocks. Foreign exchange reserves remain low and total government debt 
has expanded rapidly, leaving limited space to cushion the economy in a downturn. The economy remains 
narrowly based and vulnerable to external shocks. 

                                                                 
27 ADB. 2017. Asian Development Outlook 2017: Transcending the Middle-Income Challenge. Manila. 
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109. Reforms under component 3 have been completed and have contributed to developing the 
capital market. The ways and means account is no longer used to fund the fiscal deficit and the 
outstanding balance has been consolidated into a 50-year bond, which the government is servicing. The 
first medium-term outcome has been met; financing of government deficits is on a sounder footing, 
avoiding inflationary finance. Treasury bills (1-month, 3-month, 6-month, and 1-year) are being issued 
and the volume is increasing. Private companies have invested in these bills. Nevertheless, a secondary 
market for trading Treasury bills—an essential component for the deepening of capital markets—has not 
evolved. Maldives is too small to have a fully functioning capital market in isolation and must open itself 
to regional markets to fill the gaps. For capital markets to develop further, foreign savers and investors 
can be given the opportunity to finance Maldives’ budget, while domestic investors (both individual and 
corporate) can be given improved access to regional and global capital markets. Notable developments 
on this front have included the introduction of Islamic financial instruments with maturities of up to 
2 years, and the issuance of United States dollar-denominated bonds with the coupon paid in local 
currency.  
 

110. Under component 4, the program helped build a legal framework and improved government 
technical capacity to privatize SOEs. However, without consensus at the political level and among 
stakeholders on the goals and extent of SOE privatization, privatization is likely to be limited. Many SOEs 
are loss-making and depend on the government’s budgetary support (e.g., State Trading Organization 
and Fenaka Corporation, which provides electricity to many of the outer islands). STELCO, which supplies 
electricity in 10 bigger islands, has started making profits after tariffs were restructured and subsidies 
were eliminated. However, it is still not able to service its historical debt obligations to the government. 
The medium-term objective of component 4—to develop an operationalized privatization process of 
SOEs leading to a more broad-based and stable economy—was not met. The present government is not 
pursuing a policy of SOE privatization, although it is giving due priority for public–private partnerships 
and attracting foreign investments into infrastructure development.  
 

111. The medium-term outcomes envisaged for component 5 were achieved. These included an 
operationalized internal audit mechanism, a system to monitor the performance of internal audit staff, 
and preparation of financial statements based on established accounting standards. These reforms are 
aimed at moving Maldives toward international good practice in auditing and are likely to deliver the 
benefits of improved transparency and accountability. The MOFT is planning to further strengthen its 
internal audit function so that it can undertake a central role in providing technical support and guidance 
to the internal audit units established within line ministries.  
 

112. Overall, the program is assessed less than likely sustainable. The fiscal deficit is above 7% of GDP, 
and public debt rose to more than 60% of GDP in 2015 and 2016. This poses a major risk going forward 
for fiscal stability. Out of the five program components, the outcome on enhancing tax revenues was 
successfully achieved and is likely sustainable given the continued efforts by the Maldives Revenue 
Authority to expand the tax base. Similarly, continued efforts by the internal audit unit in the MOFT are 
likely to strengthen internal audit operations. However, sustainability of the remaining outcomes is less 
than likely. Outcomes from the two components—expenditure control and privatization—that are most 
critical to building fiscal space were not met satisfactorily. Political economy considerations led to policy 
reversals on prudent management of expenditures. 

 

113. One should be realistic about the outcomes that can be sustained given the emergency nature 
of the program, which did not allow sufficient time to build community support for the reforms. Given 
the pressure of the crisis, the government perhaps agreed to measures that in retrospect it was unlikely 
to implement, particularly once the peak of the global financial crisis had passed. To improve 
sustainability, follow-on policy-based loan may not have been appropriate given the policy reversals on 
expenditure control and SOE reforms. Follow-on TA to areas where considerable progress was being 
made would have been advisable if resources were available. Looking at the wider context, ADB and its 
partners were successful in helping to mitigate the effects of an economic crisis. Having achieved this, 
ADB should step up investments in physical infrastructure. 



 

 

CHAPTER 4 

Other Assessments 
 
 
 
 
114. Other assessments were undertaken on the program’s development impacts and the 
performance of ADB and the borrower. These assessments provide further depth to the evaluation.28  
 

A. Development Impacts  
 

115. The expected impact of the ERP was to support the government's development objectives by 
(i) reducing economic imbalances and restoring the economy to a sustainable growth trajectory over the 
medium term, (ii) assisting the government's structural reforms, and (iii) reducing the country's 
vulnerability to external shocks. Four performance indicators were identified: (i) year-on-year economic 
growth (2009 baseline: -3.9%); (ii) year-on-year inflation (2008 baseline: 12.3%); (iii) year-on-year fiscal 
imbalance (2008 baseline: 12.59% of GDP); and (iv) number of privatized SOEs (2008 baseline: 1). 
 
116. Real GDP growth accelerated in the first 2 years of the program to 7.2% in 2009 and 8.7% in 
2010, but fell back to 2.5% in 2012, the final year of the program. GDP growth accelerated to 4.7% in 
2013 and 6.0% in 2014, but fell back to 2.8% in 2015, before rising again to 3.9% in 2016. 
 
117. Inflation, measured by the consumer price index, fell in 2009 and 2010, but inflationary pressures 
reemerged in 2011 and 2012. Inflation in 2012, the final year of the program, was 12.5%. In subsequent 
years, inflation has fallen to benign levels—1.0% in 2015 and 0.5% in 2016—helped by low global 
inflation and lower energy import prices. 
 
118. The budget deficit remained high during the first year of the program but was contained to 7.7% 
of GDP in 2012. Deficits have persisted in subsequent years despite good revenue performance. The 
budget deficit dropped to 4% in 2013 and 3% in 2014 but rose to 8% in 2015 and 7% in 2016. Maldives 
remains in need of significant fiscal adjustment to prevent higher deficits and contain external 
imbalances. 
 
119. The program did not achieve much in terms of SOE privatization and the government is not 
actively pursuing SOE privatization. The government is, however, promoting foreign direct investment 
and private sector participation in the provision of infrastructure and services. 
 
120. In assessing the economy’s performance against the range of impact indicators, it must be noted 
that the world economy has experienced significantly lower growth and inflation in the years after the 
global financial crisis of 2008 compared with the years before the crisis. The impact indicators pertaining 
to the Maldives economy were not met. The program aimed to restore GDP growth to the pre-crisis 
(2008) level of 12.2%. However, over the 5 years of the program (2012–2016), GDP growth averaged 
4%. Inflation fell over the same period from 5.4% to less than 1.0%. The fiscal deficit, although down 
from pre-program levels of more than 20% of GDP, was still high at 7% of GDP in 2016.  

 
121. The country remains vulnerable to external shocks, both economic and physical, because of its 
narrow economic base and insufficient international reserves. Maldives needs to build its financial 
capacity to withstand shocks (fiscal capacity, savings, and foreign exchange reserves), diversify its 

                                                                 
28 These assessments however have no bearing on the success rating for the project.  



Other Assessments 21 
 

 

economy to the extent possible, and make physical investments to build resilience to climate change and 
natural disasters. The ERP helped the government achieve improved revenue performance, but without 
better expenditure management, the government’s capacity to respond to economic and other shocks 
will remain limited. Given the prospect of continuing challenges going forward in reducing economic 
imbalances and restoring the economy to a sustainable trajectory, this evaluation considers the program 
impact moderate. 

 
122. The program contributed to institutional development within the agencies responsible for 
economic management. The program spurred process improvements, improved the internal audit 
system, and built human resource capacity in key departments. The government established the Maldives 
Inland Revenue Authority in August 2010, which was instrumental in mobilizing revenues. It upgraded 
an external resources management section at the MOFT for debt management and created an internal 
audit unit. The government also established the National Social Protection Agency in 2009 for the stricter 
implementation of targeted subsidy programs. Overall, the development impact of the ERP is assessed 
satisfactory. 
 

B. Performance of the Borrower and Executing Agency  
 
123. The performance of the government and of the MOFT as borrower and executing agency is 
considered satisfactory. As noted in the PCR, the government made good progress in implementing a 
complex set of reforms under the program, despite political unrest and the limited capacity of the civil 
service. It demonstrated strong ownership in complying with the loan covenants. 
 
124. The lack of progress on expenditure control and SOE privatization is an indication of the 
government’s limited ability to obtain political and public support for difficult measures. It can also be 
partly ascribed to political unrest since 2012, the extent of which was not apparent at the time of 
program design. The delays in meeting some tranche release conditions are understandable given these 
circumstances. 

 

C. Performance of the Asian Development Bank  
 
125. The performance of ADB was satisfactory. ADB responded to the crisis facing Maldives by fielding 
three consultation missions in a short space of time and drew on other ongoing support and previous 
analytical work to design a high-quality program. Given that it was designed as emergency support, the 
program could have been simpler, with fewer policy actions and a shorter implementation period. The 
release of the first tranche was delayed while the government undertook expenditure reduction 
measures. As noted above, the program would not have been credible without them. 
 
126. The World Bank and the IMF were appreciative of ADB support for the ERP, including the TA 
grant, and its coordination efforts. ADB participated in both formal and informal coordination with them 
in the design and implementation of the program.  
 
127. Complex policy-based lending, such as the ERP, is more feasible when ADB has a resident mission 
within the borrowing country. This is not the case with Maldives. The South Asia Department 
compensated for this by fielding on average, three missions per year during the program period, which 
helped keep program implementation on track. 
 

 



 

 

CHAPTER 5 

Overall Assessment, Lessons, and 
Recommendations 
 
 
 
 
128. This chapter provides a summary of the assessment and discusses the issues and lessons derived 
from the program design and implementation. It concludes with a set of suggested follow-up actions to 
solidify program-related economic and structural reforms.  
 

A. Overall Assessment  
 
129. Based on desk review and on-the-ground assessment, the evaluation considers the ERP successful 
overall, despite issues related to sustainability and a lack of progress on expenditure management and 
SOE privatization (Table). The program was considered relevant because the program components 
addressed major development challenges and were consistent with government and ADB strategies. The 
program was considered effective because it performed well in budget financing, tax policy and 
administration, and auditing and accounting reform. These offset limited progress on expenditure 
management and SOE privatization. The key metric for the efficiency rating was that, despite delays 
related to political uncertainty, both tranches of the program loan were released within the planned 
program period. The ERP was assessed less than likely sustainable because the main program outcome—
greater fiscal space—was not sustained despite improved revenue performance.  
 

Overall Assessment of Program Performance  

Evaluation Criteria  Assessment Remarks  

Relevance Relevant Program components addressed major development challenges 
and were consistent with government and ADB strategies.  

Effectiveness Effective Weak progress on expenditure management and SOE 
privatization were offset by good performance in budget 
financing, tax policy and administration, and auditing and 
accounting reform.  

Efficiency Efficient The release of both tranches was delayed but occurred within 
the planned program period. 

Sustainability Less than 
likely 
sustainable 

The main program outcome—a greater fiscal space—was not 
sustained despite improved revenue performance. Privatization 
of SOEs has been suspended. 

Overall assessment Successful  

Development impacts Satisfactory Economic growth was restored. The economy however remains 
vulnerable to external shocks. 

Performance of borrower 
and executing agency 

Satisfactory Government performed adequately despite limited capacity 
and political unrest. 

Performance of ADB Satisfactory ADB responded well to a crisis, designing a relevant program, 
coordinating well with other development partners, and 
applying adequate resources to program implementation and 
review.  

ADB = Asian Development Bank, SOE = state-owned enterprise. 
Source: ADB (Independent Evaluation Department). 
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B.  Issues  
 
130. The assessment identified key issues that limited the program’s impact and pose risks to the 
sustainability of the program’s key results. Although the ERP contributed to strengthening the 
institutional framework for economic management, supported key policy reforms, and assisted in the 
development of technical capacity, achieving a sustainable growth path for the economy continues to 
be a challenge. 

 
(i)  Rising public debt poses a major risk for fiscal stability in Maldives and public investment 

in infrastructure. In the years following program completion, Maldives has not been able 
to control expenditures and achieve the fiscal consolidation necessary to contain 
growing public debt. As the government embarks on a program to provide expanded 
infrastructure, ADB has an opportunity to encourage private sector participation in this 
effort and provide advice and support to help ensure the efficient use of resources. 

(ii) Outcomes such as budget realism, fiscal discipline, moving budget formulation to an 
availability basis, and tracking results fell short of the medium-term expectations of the 
program. This suggests that sustained capacity support is needed to build on the reforms 
in budget formulation and execution initiated under the ERP. Government staff should 
be trained to regularly update sector road maps and assess public investment programs 
to improve the quality of public expenditures. The 2014 Public Expenditure and Financial 
Accountability assessment confirmed the need for additional support to build 
government capacity in public sector financial management. 

(iii) State-owned enterprises delivering public services to a scattered island population make 
losses, depend on budgetary support, and are unable to service their historical debt 
obligations to the government. In small island states, it is difficult to achieve minimum 
efficient scale of operations, and for this reason, the public sector tends to dominate the 
economy. It is a challenge to find an efficient way to provide public services and ensure 
that the public gets the best value for money. 

 

C.  Lessons  
 
131. The following are the lessons derived from the design and implementation of the ERP.  

 
(i)  Successful privatization of state-owned enterprises requires strong political commitment 

and government ownership. The new government failed to carry forward the 
privatization program articulated in the report and recommendation of the President. 
This underlines the need for such reforms to be based on broad stakeholder 
consultations, and the importance of a high degree of political consensus on the goals 
and process of the reform.  

 (ii) Well designed and adequately resourced technical assistance is critical in helping 
governments with limited technical capacity deliver a complex set of reforms. This is 
demonstrated by the broadening of the tax base by implementing the goods and 
services tax. Collected revenue doubled during 2012–2016 with the help of sustained 
and targeted support from ADB starting in 2010.  

 

D. Recommendations  
 

132. Based on the evaluation findings, the following follow-up actions are recommended.  
 

(i) ADB should explore opportunities for private sector operations to supplement 
government investment in infrastructure and contribute to broadening the economic 
base. ADB support could include assistance in updating key sector strategies and in 
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devising measures to encourage direct foreign investment and greater competition in 
the market.  

(ii) ADB should continue to provide carefully targeted grant technical assistance to 
strengthen the technical capacity of key agencies responsible for economic 
management. Strengthening technical capacity will improve the quality of economic 
analysis undertaken by government agencies and, in turn, improve their decision-making 
abilities. 

(iii) ADB should support the government’s efforts to deliver public services more efficiently 
to the scattered population. The government’s policy has been to encourage people to 
relocate from outer atolls to the Greater Malé Region to take advantage of economies 
of scale and promote efficient public expenditure on economic and social services. ADB 
technical support could streamline public expenditures, creating-efficiency gains over 
the medium to long term as the government seeks to consolidate urban centers and 
apply new technologies.  
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APPENDIX 1: DESIGN AND MONITORING FRAMEWORK SUMMARY  
 

 

Design Summary  Performance Indicators/Targets Project Completion Report  PPER 2017  

Impact 
Support the government's 
development objectives by  
(i) reducing economic 
imbalances and restoring the 
economy to a sustainable 
growth trajectory over the 
medium term,  
(ii) assisting the government's  
structural reforms, and  
(iii) reducing the country's 
vulnerability  
to external shocks  
 

 
Year-on-year increase in economic 
growth (2009 baseline: -3.9%) 
 
 
 
 
 
 
 
Year-on-year inflation 
(2008 baseline: 12.3%)  
  
 
 
 
 
 
 
Year-on-year reduced fiscal 
imbalance (2008 baseline: 12.59% 
of GDP)  
  
 
 
 
 
 
 
 
Number of privatized SOEs (2008 
baseline: 1)  

 
GDP growth rate  
2010: 7.1%  
2011: 7.0% (est.)  
2012: 3.4% (est.)  
Average in the last 5 years: 5.2% (2008 
to 2012) 
 
 
 
Inflation rate 
2011: 11.27%  
2012: 10.89%  
 
 
 
 
 
 
Fiscal imbalance (% of GDP)  
2011: 7.5%  
2012: 12.6% (revised est.)  
 
 
 
 
 
 
 
 
One SOE has been privatized as of 
June 2013.  

 
Although real GDP growth accelerated 
during the first 2 years of the program (to 
7.2% in 2010 and 8.7% in 2011), real GDP 
growth fell back to 2.5% in 2012. Over 
the next 4 years (2013–2016), growth was 
in the 3%–6% range, which is credible 
given the lower global growth rates 
following the 2008 global financial crisis.   
 
Inflation (as measured by the CPI) fell in 
2009 and 2010, but inflationary pressures 
reemerged in 2011 and 2012. Inflation in 
2012, the final year of the program, was 
12.5%. In subsequent years, inflation has 
fallen to benign levels, helped by low 
global inflation and, in particular, lower 
energy import prices. 
 
The budget deficit remained high during 
the first year of the program but was 
contained to 7.7% of GDP in 2012, and 
declined further to 4.1% in 2013 and 
2.9% in 2014. Deficits in subsequent years 
have persisted despite good revenue 
performance. Maldives remains in need of 
significant fiscal adjustment to prevent 
high deficits, contain external imbalances, 
and control current expenditure.  
 
No further progress has been made on 
meeting the indicator for SOE privatization. 

Outcome 
Creation of greater fiscal 
space in the budget; and 
financial flexibility through a 
more diversified tax base and 
rationalized expenditure, 

 
Improved transparency and 
accountability of the budget 
process consistent with the MTFF 
(2008 baseline: no consistency 
between the budget process and 

 
Achieved. 
  
  
  
  

 
The government began aligning the annual 
budget with the MTFF during the program 
period, but in the post-program period, it is 
unclear whether the MTFF is guiding the 
key budget parameters.  
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Design Summary  Performance Indicators/Targets Project Completion Report  PPER 2017  

better debt management, 
and more efficient 
privatization of SOEs, as well 
as deepening the financial 
market with the issuance of 
Treasury bills and  
bonds  
  
 

MTFF)  
  
Improved ability to link resource 
allocation with the medium-term 
fiscal policy objectives 
(2008 baseline: no linkage between 
resource allocation and MTFF  
policy baseline)  
  
 
 
 
 
 
 
 
 
Year-on-year tax revenue increase 
through diversification of tax 
(2008 baseline: $265 million)  
 
 
 
Current expenditure as a share of 
total expenditure 
(2008 baseline: 79.7%) 
Debt to GDP ratio 
(2008 baseline: 53.9%)  
 
 
 
 
 
 
 
 
Completion of projects without cost 
overruns/improved portfolio ratings 
(2008 baseline: frequent cost 
overruns)  
  

  
 
Achieved. 
  
  
  
  
  
  
 
 
 
 
 
 
 
 
Tax Revenue  
2011: $317.52 million; 15.56% of GDP  
2012: $437.17 million; 19.68% of GDP  
Average for 2008–2012: 14.13% of 
GDP  
 
Current Expenditure  
2011: 74.0%  
2012: 74.4% (revised est.)  
Average in the last 5 years: 75.9% 
(2008–2012)  
Debt to GDP Ratio  
Latest data: 2008 = 36.4%  
3-year average (2006–2008) = 36.0%  
 
 
 
 
 
Achieved. 
  
  
 
 

 
 
This requires credible sector strategies and 
better use of the MTFF to improve 
allocative efficiency. The MTFF is still a work 
in progress, receiving support from World 
Bank’s Public Financial Management 
Systems Strengthening Project. Positive 
developments include automation in 
budget planning and consultation; 
procurement of revenue projections from 
the Maldives Inland Revenue Authority; and 
establishment of a fiscal research unit in 
the fiscal affairs division of the MOFT. No 
further progress has been made on 
performance-based budgeting. 
 
Revenue collection has continued to 
improve in the post-program period, 
doubling from Rf7.15 billion in 2013 to 
Rf14.53 billion in 2016. 
 
 
The ratio of current expenditure to total 
expenditure had risen to 78.2% in 2012, 
according to revised data. 
 
Gaps and large revisions to the MMA time 
series make comparisons difficult. The 
MOFT budget data shows total government 
debt rising to 63.9% of GDP in 2016. 
International Monetary Fund staff 
documents project 83.1% for the broader 
measure of government debt plus 
government guaranteed debt for 2016. 
 
No evidence available. 
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Progressive increase in the number 
of privatized SOEs  
(2008 baseline: 1) 

One SOE has been privatized as of June 
2013.  

The government is not actively pursuing 
privatization of SOEs and no further 
privatizations have taken place. 

Outputs 
Strengthening Fiscal  
Policy and Bolstering 
Budget Formulation 
and Implementation 

Reformulated 7th National 
Development Plan becomes the new 
poverty reduction strategy, and 
results framework facilitates 
monitoring of plan objectives and 
targets (2008 baseline: none) 
 
 
 
 
 
 
 
 
 
 
 
 
Fiscal Responsibility Act is 
operational (2008 baseline: not 
operationalized) 
  
Align expenditure and budget 
deficit with the 3-year rolling 
budget framework 
(2008 baseline: no alignment). 
 
 
 
Fiscal deficit is reduced to 15% of 
GDP in 2010 (2009 baseline: 28% of 
GDP) 
 
Strengthened cash balance 
projections and estimates for the 
year (2008 baseline: weak cash 
balance projections and estimates) 

The 7th National Development Plan, 
2006–2010 was replaced by the 
government’s Strategic Action Plan, 
2009–2013. The Strategic Action Plan 
was based on the government’s 
manifesto when it came into office in 
November 2008. A monitoring and 
evaluation framework for the Strategic 
Action Plan was developed in early 
2011 with the assistance of the United 
Nations Development Programme 
(through a consultancy to support the 
implementation of results-based 
management under the government’s 
Strategic Action Plan, 2009–2013) and 
has been used in the national budget 
preparation process since then.  
 
The act was ratified by the President on 
6 May 2013.  
 
The economic policy and planning 
section of the MOFT prepares a 3-year 
rolling MTFF that is used to project 
each year’s expenditures and budget 
deficit. These projections form the basis 
for allocating expenditure across 
sectors.  
 
The fiscal deficit for 2012 stood at 
12.6% of GDP.  
 
 
Weekly cash balance projections are 
prepared by the Treasury and the public 
accounts division of the MOFT. Revenue 
projections are updated monthly using 
inputs received from the Maldives 
Inland Revenue Authority and the 

Government policies and programs are 
guided by its election manifesto. A detailed 
national development plan has not been 
prepared. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Debt-to-GDP ratios are above the limit of 
the Fiscal Responsibility Act.  
 
 
 
 
 
 
 
 
 
See above comments on deficits. 
 
 
 
Maldives Inland Revenue Authority is 
providing regular projections of revenue to 
the MOFT. 
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Maldives Custom Service. 

Implementing 
Revenue, Expenditure 
and Debt Management 
Measures to 
Strengthen the Fiscal  
Policy 

GST to be implemented by 2012 
(2009 baseline: no GST) 
 
Revenue augmentation through 
improved tax collection (2008 
baseline: 47.1% as percentage of 
total revenue collection for the year) 
  
Maintenance of public debt at 
sustainable level 
(2008 baseline: $679 million) 
 
 
 
Approval of the government's 
human resource management plans 
(2008 baseline: no human resource 
management plans) 
 
Approval of redundancy program 
and its implementation (2008 
baseline: no redundancy program) 
  
  
 
 
 
Finalization of Debt Strategy and 
publication of Debt Strategy reports 
(2008 baseline: no debt strategy 
and no relevant reports) 
  
  
 
 
 
 
 
 
 
 

The GST Act was passed on 29 August 
2011.  
 
Tax revenue as a percentage of total 
revenue stood at 70.6% in 2012.  
  
 
 
Public and publicly guaranteed debt on 
31 December 2011 stood at $1.651 
billion (84.9% of GDP).  
 
 
 
A government-wide human resource 
management plan has yet to be 
approved.  
  
 
The redundancy program for 
government employees and employees 
of SOEs, along with the related rules 
and regulations, were approved and 
implemented in 2011.  
  
 
 
The cabinet has approved the medium-
term debt strategy. Currently, a 
monthly status report on external debt 
is published on the MOFT’s website. 
The external resource management 
division is working on bringing out a 
quarterly bulletin capturing 
developments on the debt front. A 
section on debt figures— actuals and 
projections, including the medium-term 
strategy—is under consideration for 
inclusion in the MOFT’s annual budget 
submission to parliament.  
 

The general rate is now 6%, and for the 
tourism sector it is 12%. 
 
The ratio was 74.1% in 2016. 
 
 
 
 
On 31 December 2012, total government 
debt was $1.623 billion, according to 
revised data. Total government debt had 
risen to $2.486 billion as of 31 December 
2016. 
 
As of May 2013, the total number of 
redundancies effected had been reduced to 
1,284 because of rehiring. 
 
 
Discussions with the MOFT during the 
evaluation mission suggest that the 
government has made some progress on 
rationalizing staff needs, and in December 
2017, a hiring freeze was put in place. The 
number of civil servants is not expected to 
increase in the medium term.  
 
Building technical capacity in debt 
management has not prevented the 
accumulation of public debt. Debt-to-GDP 
ratios are approaching the legislated limit 
and may begin to impact the government’s 
capacity to borrow. 
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Guidelines on tariff setting 
measures for utility services 
providers as a pilot (2008 baseline: 
no tariff setting measures) 

Detailed guidelines have yet to be 
formulated on tariff setting for utility 
service providers. 

Electricity and food subsidies have been 
limited to the needy (2016).  
 

Strengthening the  
Mechanisms for  
Financing the Budget 

Outstanding Treasury bills and 
operationalized open market 
operation (2008 baseline 
$56.8 million) 
  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The W&MA ceiling is observed 
(2008 baseline Rf1.6 billion): 
Convert all of W&MA more than 
Rf1.6 billion to Treasury bonds by 
the end of 2009. A new ceiling to 
be agreed between the MOFT and 
MMA further reducing the 
outstanding threshold of W&MA in 
2010. 
  
 
 
 
 

Treasury bills have been issued since 
September 2006. Initially, they were 
issued to commercial banks and SOEs. 
Over time, investment funds and 
private companies were included as 
eligible participants. Currently, Treasury 
bills with terms of 28, 91, 182, and 364 
days are issued. No primary dealership 
exists, and the bills are issued directly in 
the primary market to the participants 
via the MMA. 
 
Outstanding as of 31 December 2012: 
Rufiyaa Treasury bills—Rf6.247 billion 
($405.2 million)  
United States Dollar Treasury bills—
$13.2 million. 
  
Open market operations have been 
conducted since August 2009. Rufiyaa 
Treasury bonds held by the MMA are 
being used as collateral to conduct 
Reverse Repo with commercial banks.  
  
The W&MA balance (Rf1.618 billion) 
and other outstanding government 
debt held with MMA were converted 
(securitized) to Rufiyaa Treasury bonds 
(Rf4.089 billion) of 1–15 years’ maturity 
in two tranches in August and 
September 2009. Outstanding Rufiyaa 
Treasury bonds held by MMA as of 31 
December 2012 totaled Rf3.806 billion.  
  
On 30 September 2009, a new W&MA 
ceiling of Rf100 million was agreed. 
This deficit ceiling was to be 
maintained at the end of every month 

Treasury bills (1-month, 3-month, 6-month, 
and 1-year) are being issued and the volume 
has been building over the years. Private 
companies have started investing in them. 
However, no secondary market for Treasury 
bills exists. An ongoing government project 
on capital market development includes 
components on automating processes for 
trading and auctions. 
 
 
 
The MMA has begun to issue Islamic finance 
instruments with maturities up to 2 years. It 
has also issued a dual currency bond with the 
principal denominated in US dollars and the 
coupon paid in local currency. 
 
 
 

 
 

 
 
The W&MA is no longer used. The 
outstanding balances were consolidated 
into a 50-year bond, which the government 
is servicing. 
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Progressively higher use of Treasury 
bills as a monetary instrument 
(2008 baseline: Treasury bill was not 
used as a monetary instrument) 
  
 

 
 
 
 
Increasing volumes of Treasury bills 
are actively traded in the secondary 
market (2008 baseline: no Treasury 
bills were traded in the secondary 
market) 

and reduced to zero at the end of each 
year.  
 
Rufiyaa Treasury bonds held by the 
MMA have been used as collateral to 
conduct Reverse Repo since August 
2009. Because of monetization issues, 
the MMA stopped holding Treasury bills 
after the securitization of Rufiyaa 
Treasury bonds. However, in December 
2012, the MMA purchased Treasury 
bills at the request of the government.  
 
Treasury bills are tradable between 
eligible parties. However, no active 
trading has been established. The main 
reason is the absence of a proper legal 
framework for government securities.  
  
Another constraint is the lack of a 
central depository for government 
securities. The MMA uses a securities 
recording system called book-entry 
system software. 

Facilitating  
Privatization of SOEs 

Government regulations on 
privatization classification, financial 
restructuring and redundancy 
program (2008 baseline: no 
regulations) 
  
 
 
 
 
Privatization of major SOEs 
(e.g., STELCO, MNSL) by the end of 
2010 (2008 baseline: one privatized  
SOEs) 
  
 
 
 

The redundancy program for civil 
servants and the rules and regulations 
related to it were introduced in 2011. 
For fiscal restructuring, a fiscal 
responsibility bill has been drafted and 
is being reviewed by a parliamentary 
committee. The cabinet approved a 
medium-term debt strategy on June 
2012. 
 
Regarding privatization, the parliament 
approved the Privatization and 
Corporatization Act in March 2013.  
It provides the legislative framework  
to enable SOE privatizations.  
A Privatization and Corporatization 
Board was expected to be formulated 
in July 2013. It will draft and issue 

The government is not actively pursuing a 
program of SOE privatization. It is 
promoting the involvement of the private 
sector in the economy through foreign 
direct investment and private sector 
participation in infrastructure projects. 

 
 
 
 
The Privatization and Corporatization Board 
was established; however, its role is limited 
to oversight of the existing SOE portfolio. It 
is focused on improving corporate 
governance within SOEs and improving 
their efficiency and performance. 
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Privatization of targeted SOEs  
(2008 baseline: one privatized  
SOEs). 

regulations pertaining to privatization.  
  
Privatization of one major SOE has been 
completed: Dhiraagu Telecom 
Company. 

 
 
The Communications Authority of Maldives 
has a mandate to regulate and promote 
competition in telecommunications. 

Strengthening  
Internal Audit  
Operations 

Preparation of framework for 
producing periodic and ad hoc 
internal audit reports (2008  
baseline: framework does not exist) 
  
Implementation of internal audit 
manual pursuant to standard 
financial accounting (2008 baseline: 
internal audit manual does not 
exist) 
  
Roll out the internal audit function 
as a model into other line ministries 
and agencies (2008 baseline: 
independent audit function does 
not exist) 
  
Implementing new financial 
regulations in line with international 
public sector accounting standards  
(2008 baseline: none) 
 
 
Receiving regular information 
technology audit reports 
(2008 baseline: none 

Framework is in place and being 
applied.  
  
  
 
The first internal audit manual was 
endorsed in 2009 and amendments 
were made in 2012.  
  
  
 
 
 
 
 
 
 
State accounts for 2010 were prepared 
following the international public 
sector accounting standards issued by 
the International Federation of 
Accountants.  
  
Information technology audit reports 
have yet to commence. 

The government is further strengthening the 
internal audit function with assistance from 
the World Bank. The MOFT is proposing a 
centralized internal audit system so that the 
few qualified chartered accountants within 
different ministries can be pooled. The 
government uses International accounting 
standards to prepare financial statements. 
Accounting is still on a cash basis, but the 
MOFT has proposed to the financial 
controller to move to accrual-based 
accounting. 
 
 
 
 
 
 
 
 
 
 
 
Information technology audit reports have 
not commenced because of a lack of 
capacity.  

CPI = consumer price index, GDP = gross domestic product, GST = goods and services tax, MMA = Maldives Monetary Authority, MNSL = Maldives National Shipping Limited, 
MOFT = Ministry of Finance and Treasury, MTFF = medium-term fiscal framework, SOE = state-owned enterprise, STELCO = State Electric Company Limited, W&MA = ways and 
means advance. 
Source: Asian Development Bank. 

 



 

 

APPENDIX 2: SELECTED INDICATORS, 2008–2016  
 
  

Item 2008 2009 2010 2011 2012 2013 2014 2015 2016 
Real GDP growth 
(%) 

12.7 (5.3) 7.2 8.7 2.5 4.7 6.0 2.8 3.9 

Inflation (CPI, %) 12.0 4.5 6.2 11.3 12.5 2.3 2.1 1.0 0.5 
Budget deficit (% 
GDP) 

10.1 19.0 14.4 6.6 7.7 4.1 2.9 7.8 7.4 

Tax revenue (% of 
GDP) 

12.5 9.9 9.9 13.7 17.8 20.7 22.8 23.0 23.9 

Expenditure (% of 
GDP) 

38.3 40.4 37.0 35.4 34.1 31.8 34.8 40.3 45.0  

Ratio of current 
expenditure to 
total expenditure 

72.2 78.9 76.6 71.7 78.2 84.7 84.4 76.2 62.1 

Total government 
debt ($ million)  

 1,311 1,534 1,583 1,662 1,857 2,038 2,169 2,483 

Total government 
debt to GDP (%) 

53.9a … … … 64.5 64.5 … 63.1b 63.6b 

Exchange rate 
($/Rf) 

12.800 12.800 12.800 14.602 15.365 15.367 15.380 15.366 15.368 

… = data not available, ( ) = negative, CPI = consumer price index, GDP = gross domestic product.  
Note: GDP figures are based on calendar year; fiscal data are based on fiscal year. 
a Estimates from Asian Development Bank (Independent Evaluation Department). Maldives Monetary Authority monthly 

statistics for December 2013 gives a revised figure of 36.4. 
b Based on the Ministry of Finance and Treasury budget papers.  
Sources: Asian Development Bank and Government of Maldives, Ministry of Finance and Treasury. 
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