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EXECUTIVE SUMMARY 
 

 
Sustained Development. The Republic of Maldives consists of about 1,200 small, low-

lying coral islands, including 199 inhabited by about 270,000 people, of which a quarter live in 
Malé. The Maldives has no known mineral resources and the potential for agriculture is limited.  
 
 The Maldives is politically stable and has recorded impressive achievements in social 
development. Since the mid-1980s, more than a decade has been added to its peoples’ life 
expectancy. By the first half of the 1990s, more than three quarters of the population had 
access to modern health care services and nearly half of the school-age population were 
enrolled in secondary school. The Maldives ranks highest among all South Asian countries on 
the United Nations Development Programme’s gender development index. 
 
 The economy has achieved high growth of 7.4 percent annually since 1991 and per 
capita gross domestic product (GDP) increased from $1,636 in 1995 to $2,049 in 2000. The 
economy has been led by the tourism and fisheries sectors, but recently became less reliant on 
fisheries. The county has an acute shortage of skilled labor, which is offset by employing foreign 
workers.  
 
 Reflecting social and economic achievements, the Maldives’ official status under the 
United Nations classification may be upgraded from a least developed country (LDC) to a 
developing country in the near future. However proposed graduation from LDC status may 
prove difficult given the country’s high poverty incidence and vulnerability to macroeconomic 
shocks. 
 

The Poverty Reduction Challenges. While the Maldives has posted impressive 
improvements in key social and economic indicators, poverty reduction remains at the center of 
the Government’s long-term vision and midterm strategies. Abject poverty and severe 
malnutrition are almost nonexistent, but a large segment of the population subsists on very low 
incomes. According to a 1998 survey, 43 percent of the population subsist on per capita income 
of Rf15 ($1.3) per day or less. Around 30 percent of the atoll population (people not living in 
Malé) report no or inadequate access to essential drugs and around one half of the atoll 
population live on islands without health and sanitary infrastructure. One in eight people 
depends on untreated well water and one in four of the atoll population experiences either 
periodic or severe shortages of drinking water. 

More than 90 percent of the households living below the poverty line reside in the atolls. 
Income disparities are about 2.5:1, and access to social and physical infrastructure and services 
averages 4:1. This regional disparity between Malé and the atolls is the single most important 
poverty concern. 

Key factors, among many that contribute to poverty, include vulnerable economic 
structure, physical and information isolation, limited institutional capacity, weak education, skill 
shortages, poor quality of electricity, lack of access to term lending, and malnutrition. 

ADB’s Medium-Term Country Strategy, 2002–2006. The President’s Vision 2020 and 
the Sixth National Development Plan (6NDP) are the basis of the Maldives country strategy of 
the Asian Development Bank (ADB). The imperatives of ADB’s long-term strategic framework 
and poverty reduction strategy are considered in refining ADB’s midterm strategy. Coordination 
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with other development partners is also incorporated under poverty reduction as the underlying 
common thrust.  

The Maldives’ long-term vision is to establish a democratic, top-ranking, middle-income 
country by 2020. Consistent with the vision, the medium-term development objectives and 
priorities of the 6NDP (2001–2005) are to (i) eradicate poverty and ensure equitable distribution 
of benefits from economic development; (ii) ensure macroeconomic stability and promote 
economic diversification and growth; (iii) enhance and strengthen private sector participation in 
national development; (iv) accelerate regional and atoll development to remove disparities in 
employment opportunities, economic benefits, and basic social services; (v) ensure good 
governance through land, legal, and judicial reforms, and efficient public administration; and (vi) 
strengthen social harmony and fortify national unity and religious values. The policy design of 
the 6NDP is, therefore, structured around the following three themes derived from these 
objectives: (i) sustaining economic growth, (ii) developing and implementing a social agenda to 
promote equitable development and poverty eradication, and (iii) effectively implementing the 
6NDP by improving participative governance.  

ADB’s future operational strategy for the Maldives will support poverty reduction through 
a combination of pro-poor growth, social development, and good governance initiatives. To 
foster pro-poor growth, ADB will assist in (i) developing the region, including the provision of 
basic infrastructure and capacity building; (ii) creating an enabling environment for private sector 
development, including reform of the financial sector and the legal system; and (iii) developing 
an information and communication network in the atolls. To raise the level of social 
development, ADB will provide assistance for postsecondary education and skills development. 
To support good governance, ADB will (i) develop improved information access and public 
sector connectivity, and build the capacity of key public institutions with the aim of improving 
public sector management efficiency; and (ii) assist the Government to facilitate private sector 
operations and to prepare for the likely exigencies posed by eventual graduation from LDC 
status. Thematic issues such as environmental sustainability, and gender and development will 
be mainstreamed into ADB’s investment operations.  

ADB’s Three-Year Program, 2002–2004. From 2002, ADB will also allocate Asian 
Development Fund resources using the performance-based allocation (PBA) system. The 
Maldives’ indicative base case annual Asian Development Fund allocation, based on the 
common criteria for all countries, is $5 million for 2002–2004. The PBA system also requires 
assessment of country-specific criteria. The proposed lending program for 2002–2004 is $17 
million for three projects: (i) strengthening the public accounting system, (ii) the second regional 
development project, and (iii) postsecondary education and skills development. The average 
lending level is, however, subject to change depending on the outcome of the PBA exercises in 
each year.  

The proposed technical assistance (TA) program for 2002–2004 includes nine TAs for a 
total of about $3.6 million. 



  

I. DEVELOPMENT AGENDA 
 
A. Key Features  
 
1. The Maldives comprises about 1,200 islands, grouped into 20 administrative atolls.1 
Each atoll is a coral reef surrounding a lagoon. Malé is the capital city and the designation for 
one of the administrative atolls. Almost all of the islands are very small, with an average land 
size of only 16 hectares. Over 80 percent of the landmass is less than 1 meter above mean sea 
level, exposing the population to tidal waves, storms, and the risk of an increase in the sea level 
resulting from global warming. 
 
2. The population of 270,000 is scattered among 199 inhabited islands2 and 86 resort 
islands. A quarter of the population reside on Malé. About 15 islands have more than 2,000 
people and 42 islands have 1,000–2,000. The population growth rate has dropped sharply from 
3.4 percent in 1985–1990, but in 1995–2000, remained high at 1.9 percent.  

3. The Maldives has no known mineral resources and has scarce arable land resources. It 
has been transformed from a subsistence-oriented, fisheries-based economy into a commercial 
and monetized economy. Tourism and fisheries dominate the economy, with the two combining 
for nearly 40 percent of gross domestic product (GDP) and three quarters of foreign exchange 
earnings. The combination of a small domestic market, remoteness, a dispersed population, 
and high internal transport costs poses formidable constraints to diversifying economic activity 
and delivering public services.    

B. Current Political, Macroeconomic, and Social Trends 
 

1. Political 
 
4. The Maldives is a republic with a democratic government organized on a presidential 
model. The current President, in office since November 1978, is guiding the modernization of 
the nation. As no organized political parties exists, candidates contend independently for 
elective offices. A more pluralistic form of political decision making is gradually emerging. The 
new constitution broadens the right to participate in presidential elections and strengthens 
democratic processes. In 1998, for the first time, five candidates contested the presidency.  

2. Macroeconomic 
 

5. Although the Maldives was one of the poorest South Asian states in the early 1970s, it 
now has one of the highest per capita GDP in the region. The economy grew by 7.4 percent 
annually during 1991–2000. In 2000, GDP growth slowed to 4.8 percent mainly due to a slow 
increase in tourism revenues, a decline in resort construction, and a reduction in the level of fish 
catches. 3  While GDP per capita is estimated at $2,049 in 2000, disposable income, in 
purchasing parity terms, is estimated at about $1,400 per capita. The main reasons that per 
                                                 
1  In the Maldives, the term "atoll" is normally associated with the outer, inhabited islands, and is used to differentiate 

these from the capital city and the islands that are used as resorts. The term "atolls" is used in this report to refer to 
these outer inhabited islands, in accordance with Maldivian custom.  

2  Inhabited islands are defined as islands with a local population and an administrative office. These do not include 
tourist resorts and industrial islands.   

3  A GDP series for 1984–2000 was revised in 2001 at 1995 constant prices by the Ministry of Planning and National 
Development with ADB assistance (TA 2988-MLD: Further Development of a System of National Accounts, for 
$950,000, approved on 12 February 1998). The revised real and nominal GDP series are approximately 200 and 
50 percent, respectively, higher than the previous series at 1985 constant prices. 
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capita disposable income is two thirds the level of per capita GDP are large factor income 
outflows and the high cost of living for import-dependent, remote islands.  

6. Tourism, which accounted for about one third of GDP during the last decade, had a key 
role in the rapid economic growth of the country. But the share of fisheries in GDP declined from 
10.8 percent in 1991 to 6.0 percent in 2000. Tourism development has been fostered by a large 
number of joint ventures in the 1990s. Bed capacity has doubled since the mid-1980s, with 
some 87 resorts and 17,000 beds scheduled for completion by the end of 2001. However, 
tourism has come under pressure due to a modest decline in capacity utilization and a 
shortening of the length of the average visit. The tourism industry mainly relies on just three 
primary European source markets.  Fish production has increased due to the replacement of the 
traditional (smaller) pole-and-line vessels with second and third generation fishing vessels. 
Despite higher output, fisheries incomes grew at a sluggish pace, due to the fall in global 
skipjack tuna prices to historic lows, the low level of fish catches in 2000, and inadequate 
marketing capacity.        

7. A key feature of the labor market is the increasing number of foreign workers, currently 
estimated at about 28,000, or about a quarter of the total labor force. Most of the foreign 
workers occupy both the most skilled (e.g., accounting, business management, teaching, and 
technical trades) and the least skilled (e.g., construction workers, resort cleaners, and garment 
producers) segments of the labor market.  

8. In 1999, the economy weathered external shock due to a 50 percent decline in global 
tuna prices and a near-doubling of the cost of petroleum imports. This shock, coupled with a 
civil service wage award, caused the fiscal deficit to widen and public debt to increase in 1999 
and 2000. In monetary policy, the Central Bank took key measures to liberalize the financial 
market. The bank-specific credit ceiling imposed on banks in 1995 was withdrawn in July 2001, 
the maximum spread on rufiyaa interest rates was eliminated in August. The growth rate of the 
money supply has slowed since 1995 and Government borrowing from the Central Bank 
gradually declined in the 1990s due to fiscal restraint. A fixed exchange rate policy, with the 
rufiyaa pegged to the dollar, was maintained from 1994 until July 2001 when the rufiyaa was 
depreciated by 8 percent. The combination of fiscal restraint, falling fish prices, and a nominal 
exchange rate anchor has had a favorable impact on inflation.  

9. Between 1996 and 2000, the trade balance deficit remained high at about 42 percent of 
GDP, but this was offset by a large surplus on the services account. Net outward private 
remittances are estimated at about $26 million per annum. The current account deficit has been 
in the range of 5–10 percent of GDP during the past five years due to an ambitious program of 
private capital investments for new resort developments.  

10. The economy is volatile to external shocks. Until the 11 September attacks on the United 
States, the economic recovery was forecast at 7 percent growth for 2001. The performance of 
tourism was strong and a decline in fish export earnings was mitigated, although the fiscal 
deficit was predicted to widen to 5.2 percent of forecast GDP and inflationary pressures were 
high due to the impact of the depreciation in July 2001. The favorable economic performance 
until August was threatened by the global impact of the 11 September attacks. Tourist bed-
nights declined by 3 percent and 14.5 percent in September and October compared with the 
same months in 2000. The slowdown in tourism will substantially deteriorate the fiscal accounts 
since tourism tax and import duty account for 90 percent of total tax revenue and 40 percent of 
total revenue.    
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3. Social  
 
11. In the early 1980s, just a quarter of the population had access to health care services 
and less than a quarter of the school-age population were enrolled in secondary school. By the 
first half of the 1990s, more than three quarters had access to modern health care services, 
practically all children attended primary school, and nearly 40 percent of the school-age 
population were enrolled in secondary school. Such social development can also be assessed 
by the International Development Goals (IDGs). The goals for primary enrollment and gender 
equity in education are essentially achieved, and child mortality is far lower than the average in 
South Asia (Box 1). 

 
Box 1: Status of Selected International Development Goals in the Maldives 

 
Following the agreements and resolutions of various world conferences organized by the 

United Nations in the first half of the 1990s, seven broad International Development Goals 
(IDGs) were identified. Each IDG addresses one aspect of poverty, together they tackle the 
world’s poverty problems until 2015. The IDGs serve as benchmarks to the global effort to 
address the core causes of poverty. The IDGs are as follows: (i) reduce the incidence of 
extreme poverty by half between 1990 and 2015; (ii) attain 100 percent primary school 
enrollment by 2015; (iii) eliminate gender disparities in primary and secondary education by 
2005; (iv) reduce infant and child mortality by two thirds between 1990 and 2015; (v) reduce the 
maternal mortality ratio by three quarters between 1990 and 2015; (vi) provide access for all to 
reproductive health services by 2015; and (vii) implement national sustainable development 
strategies by 2005 by all countries and reverse the loss of environmental resources by 2015. 

 
For East Asia in aggregate, many of the goals—including reduction in the incidence of 

poverty—were almost achieved by 1998. However, South Asia lags behind for several key 
indicators. The Maldives’ achievement of the social goals is far ahead of that of other South 
Asian countries; however, considerable effort is required to reduce poverty as the following 
estimates show. Also, environmental deterioration and degradation remain a major concern. 

 
Selected Indicators for International Development Goals 

 
South Asia  Maldives 

Indicator 
1990 1998       2015 

  Target 1999

Net Primary Enrollment Rate (%) 66 73 100 98
Ratio of Girls to Boys Enrolled in Primary and Secondary 

Schools (%) 65 77 100 100
Under-5 Mortality Rates (deaths per 1,000 live births) 121 89 40 22
Proportion of Population Living on Less Than $1 a Day (%) 44 40 22 43 a 

   a  Based on Rf15 ($1.3) a day. As of 1998. 
Source: Asian Development Bank (ADB). 2001. The Long-Term Strategic Framework of the Asian Development 
Bank (2001–2015). Manila; ADB. 1997. Emerging Asia: Challenges to Development. Manila; International Monetary 
Fund, Organization for Economic Cooperation and Development, United Nations, and World Bank Group. 2000. 
2000: A Better World For All. Washington, DC; ADB. 2001. Gender and Development in Maldives. Manila. 
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12. Total student enrollment increased substantially during the 1990s. The vast majority of 
the increase was in the atolls. The number of students enrolled in primary schools stabilized, 
while the number in middle (grades 6–7), secondary (grades 8–10), and postsecondary 
schooling (grades 11-12) increased three-fold. The Government established the Maldives 
College of Higher Education (MCHE) in 1998, consolidating the six existing institutions formally 
offering postsecondary education. 

13. Since the mid-1980s, more than a decade has been added to life expectancy (Appendix 
1), and mortality rates have declined significantly. Several debilitating diseases have either been 
eradicated or have negligible transmission rates. Infant malnutrition levels, while still high, 
declined from 56 percent in the early 1980s to 43 percent on average in the late 1990s. 
Although contraceptive prevalence is estimated at only 15 percent, the population growth rate 
fell sharply from 3.4 percent in the early 1980s to 1.9 percent in the late 1990s. As a result of 
the rapid demographic transition, more than half of the population are under 15 years of age. 
Over the next decade, nearly 100,000 young people will enter the labor market.   

14. The Maldives ranks highest among all South Asian countries according to the gender 
development index of the United Nations Development Programme (UNDP). Nonetheless, 
Maldivian women continue to suffer from certain forms of gender bias. Very few women hold 
senior administration posts. A women’s empowerment study 4  found that the single most 
pressing constraint to women’s development is the lack of strong political support for women’s 
empowerment by island chiefs and other functionaries. Another obstacle to women’s 
empowerment has been the limited range of income-generating opportunities available to 
women living in the atolls. ADB’s Gender Briefing Paper (2001) identifies the Ministry of 
Women’s Affairs and Social Security (MOWASS) as playing a vital role in raising gender 
consciousness and mainstreaming gender concerns.  
 
C. Current Development 

 
1. Poverty Situation 
 

a. Assessment 
 
15. While abject poverty and severe malnutrition are almost nonexistent, a large segment of 
the Maldives’ population subsists on very low incomes and is considered to be “poor.” The 
Vulnerability and Poverty Assessment (VPA) 5 reports that 43 percent of the population subsist 
on per capita income of Rf15 ($1.3) per day6 or less (Appendix 2); about 90 percent reside in 
the atolls. In contrast with the social development, the Maldives’ poverty status does not 
measure well against the IDGs (Box 1).  

16. A high degree of vulnerability is a key characteristic of poverty in the Maldives (Box 2). 
Vulnerability, at an aggregate level, arises because the economy is very narrowly based, with a 
high degree of dependence on tourism and fisheries. Further, the country has to import 
practically all essential consumption items, amounting to nearly two thirds of current GDP. 
Therefore, the effects of external shocks are quickly transmitted to the poor. Vulnerability also 
                                                 
4  MOWASS and United Nations Population Fund. 1998. Women's Empowerment Study. Malé. 
5  Ministry of Planning and National Development and UNDP. 1998. Vulnerability and Poverty Assessment. Malé. 
6  This amount could be treated as comparable with the $1 per day figure that is the base for international 

comparisons, although this amount is not adjusted by purchasing power parity. This is because the Maldives’ 
economy is very open, and except for fish, almost everything is imported (The World Bank. 1999. Maldives: 
Country Economic Memorandum. Washington, DC.). 
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affects the poor directly because of remoteness, limited savings, a low level of human resource 
development, and a narrow range of productive employment opportunities. The magnitude and 
nature of vulnerability explains why the Government has to play a major role in income 
smoothing and in developing opportunities to diversify economic activity.   

 
Box 2: Regional Disparity in Poverty Vulnerability 

Poverty is both a multidimensional and a dynamic concept. Poverty is not just a lack of 
income, it is also a matter of a lack of (i) access to essential social and economic services, and 
to opportunities for political participation; (ii) residence in a secure natural environment; and (iii) 
security of human entitlements, including the right to adequate food.  

Hence, an economy is vulnerable to poverty in two respects. The first is the degree to 
which the poor are exposed to shocks that will diminish their welfare. The second is the degree 
to which the near poor are exposed to shocks that will cast them into poverty. In particular, small 
island countries share a number of characteristics that cause them to be highly vulnerable to 
poverty. They occupy a fragile environmental resource base, typically rely on a small number of 
export products or services, import most basic goods and practically all capital goods, are 
remote from major markets, are exposed to environmental degradation and a rise in the sea 
level that threaten physical habitats, and have narrow and inelastic tax bases. In the atoll 
countries, a paucity of arable land resources limits opportunities for subsistence cultivation. The 
effects of external shocks are quickly transmitted to the poor, through lowered incomes and a 
reduced ability to access essential imports. In addition, the Maldives is heavily dependent on 
tourism (from just three main source markets: Germany, Italy, and United Kingdom) and 
fisheries (from one species, skipjack tuna).  

The Vulnerability and Poverty Assessment (1998) reports that the most vulnerable atolls 
are Faafu, Gaaf Alif, and Shaviyani, and half of the poor were found on 50 islands, spread 
throughout the country.2 Vulnerability was found to be highest in the atolls and highest of all in 
the smallest islands. On a scale of 0–12 with an increasing degree of vulnerability, Malé had a 
human vulnerability index measure of 1.4 compared with a high of 6.2 for Gaaf Alif. Thus, 
people in some of the more remote atolls may be more than four times as vulnerable as those in 
the capital city. One fifth of the most vulnerable people are found on 90 islands, most of which 
have small populations. 
 
1  The share of the population that is sometimes (or transitorily) poor is typically as great if not greater than the share 

that is chronically poor. Baluch, Robert, and John Hoddinott. 2000. Economic Mobility and Poverty Dynamics in 
Developing Countries. Journal of Development Studies 36:1–24 and Jalan, Joyotsna, and Martin, Ravallion. 1998. 
Transient Poverty in Post-Reform China. Journal of Comparative Economics  26: 338–357. 

2 To measure the vulnerability to poverty, a human vulnerability index was produced by combining 40 indicators that 
include income poverty; quality of housing; quality of the natural environment; incidence of food insecurity and 
malnutrition; and access to electricity, transport services, communications, education, health services, potable 
drinking water, recreation and sports facilities, and selected consumer goods. 

 
 
17. Isolation is an important element of human poverty in many atolls. The VPA found that 
more than 60 percent of the atoll population seldom see a newspaper and more than 50 percent 
reported not having access to a radio. Most islands have just one telephone, and its use is 
limited by high costs and long lines. One third of the atoll population report that opportunities to 
travel to Malé were limited to 2–3 sailings per week. 
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18. Weaknesses in the health service also contribute to poverty. High interisland transport 
costs impede the use of regional health centers for emergency curative services. Poor sewage 
and sanitation practices contribute to a range of waterborne pests and diseases. An important 
cause and consequence of poverty is malnutrition. More than a third of the children are reported 
to be malnourished. Causes of malnutrition include limited availability of fruits and vegetables in 
the atolls, and dietary habits and preferences.  

19. The limited provision of technical and postsecondary training contributes to skill 
shortages and therefore indirectly contributes to poverty. While primary school coverage is 
almost complete, more than 40 percent of the primary school teachers in the atolls are untrained 
and many schools lack adequate facilities including classrooms. In the atolls, the vast majority 
of the children in low-income households leave school after primary or middle school.  

 
20. Most of the poor are either self-employed or work in small and medium enterprises 
(SMEs). Opportunities to increase productivity, employment, and incomes in SMEs are hindered 
by a dearth of investment finance, technology, markets, skilled laborers, and economic 
infrastructure, and by public policies that tend to favor state enterprises over the private sector. 
The financial markets typically provide few services other than trade finance for SMEs.  

21. Poverty in the Maldives cannot be addressed effectively without highlighting regional 
inequity. Based on Rf15 per day, the income poverty incidence disparities between Malé and 
the atolls were found to be in the order of 2.5:1. The VPA identified inequalities between Malé 
and the atolls in access to social and physical infrastructure and services to be far more 
pronounced, averaging 4:1 on a composite vulnerability index (Box 2). 

b. Pro-Poor Growth  
 
22. Balanced regional development aims at equitable development among the atolls on the 
one hand and promotion of economic growth in the little developed atolls on the other. Balanced 
development is crucial for ensuring that the poor benefit from growth in the Maldives. 
Historically, much of the development effort has been concentrated in Malé. For the past three 
decades, public investment in Malé was more than 50 percent higher than in the atolls. This 
trend was reversed in 1999 and 2000, with public investment levels in the atolls exceeding that 
of Malé for the first time. 

23.  To stimulate regional development, the Government formulated a new strategy.7 Its two 
main components are (i) the creation of two regional growth centers, one focused on Haa 
Dhaalu in the north (the Northern Development Region) and one on Addu (Seenu) in the south 
(the Southern Development Region); and (ii) a major land reclamation project, which, when 
completed over the next few decades, will quadruple the land area of the capital. Ongoing ADB 
investments support the Government’s strategy of creating focal points for economic growth in 
the north and south atolls.  

24. The Government has launched policies aimed at encouraging the population to 
consolidate in a smaller number of islands out of about 200 inhabited islands. The Government 
also has plans to develop three additional regional growth poles, in the north-central, central, 
and south-central atolls. A combination of efforts on decentralized management, infrastructure 

                                                 
7   Ministry of Planning and National Development. 1995. Regional Development Plan. Malé  
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improvement, and private sector promotion is aimed at improving the regional spread of growth 
and employment opportunities. 

25. Tourism’s contribution to poverty reduction has increased. Some of the newer resorts 
have provided workers with housing suitable for families. Others have begun to cultivate fruits 
and vegetables on nearby uninhabited islands to supply tourists. The upgrading of the airport in 
the south to allow for international flights will pave the way for developing a 2,000 bed resort in 
that atoll. A combination of the development of new resorts and the provision of ancillary visitor 
services (e.g., cruises, tours, yachting, and boat repair) is expected to fuel strong demand for 
skilled and semiskilled labor in the atolls.  

26. Fisheries, the single most important source of employment for the poor, is therefore of 
central importance to poverty reduction. The key barriers to modernizing the fisheries industry 
are an excessive dependence on low-value skipjack exports, weak marketing capacity 
(including antiquated harbors), lack of access to lending to upgrade harvest capacity, and 
overfishing of selected reefs. Limited research and extension capacity hinders the 
Government’s attempts to foster adoption of higher value mariculture technology and to involve 
communities in better reef management practices.  

27. To reduce vulnerability, a key challenge is to diversify employment opportunities from 
the narrow base of tourism and fisheries. The Government plans to nurture a number of new 
industries, including port-related boat building and transshipment activity, expansion of 
indigenous agriculture, and promotion of offshore financial services. While industrial 
development has met with some measure of success, its impact on poverty reduction has been 
limited because of the tendency for such firms to rely mainly on foreign labor. The planned 
introduction of social protection legislation is expected to make formal employment more 
attractive for the Maldivian workforce, and in so doing, to increase the poverty-reduction payoffs 
from industrial activity. 

28. Electricity is a prerequisite for social and economic development, and the reduction of 
vulnerability and regional disparities. Most of the atoll population are connected to some form of 
electricity. However, since power systems have been developed on an ad hoc basis and 
unprofessionally by island communities, they are characterized by unreliable supply, low 
efficiency, poor quality, and high costs.  

29. Harnessing modern information technology for a wide range of electronic activities can 
also expand the range of possible economic activities. Malé has a high rate of access to 
telecommunications. By contrast, most inhabited outer islands have only one public telephone 
booth. Only 10 islands have full network facilities, and telecommunications charges in the 
Maldives are several times higher than in neighboring countries. The local telecommunications 
monopoly, while an example of a profitable public-private partnership, does not appear to have 
aggressively spread access to the Internet or other modern communication facilities. Making 
telecommunications more accessible and affordable in the atolls will facilitate the introduction of 
a wide range of possible electronic activities (e.g., order processing, office functions, and 
consumer response services). 

c. Governance 
 

30. The Maldives’ development plans highlight good governance as one of the key 
development and poverty reduction objectives. Establishing a modern public administration, a 
comprehensive and transparent set of laws, and an impartial and competent judiciary is 
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emphasized as priority goals in the Government’s development agenda. The Government has 
been working on institutional capacity building of public institutions to improve their efficiency 
and effectiveness. Progress has been already made for the public accounting and auditing 
system, and public expenditures are also drawing attention (Box 3). Another area of concern is 
the decentralization of responsibilities for the planning and management of development to the 
atoll and island levels, to promote island development through more accountable and 
responsive governance by increasingly involving island communities in the decision-making 
process. While there is little evidence of corruption, the Government has taken important 
precautionary measures aimed at expanding the authority of the Anti-Corruption Board. 
Improved accounting and auditing skills are being developed to investigate accounting-related 
corruption and fraud.  

 
Box 3: Toward More Efficient Public Finance 

The private sector is very active in the Maldives, especially in tourism. However, the 
public sector still plays a major role in economic and social development. The Government’s 
public expenditures account for more than 40 percent of the gross domestic product (GDP). 
Thus, public sector intervention is a powerful tool for economic and social development. 

Rapid economic growth led by the private sector has been concentrated on tourism and 
other related sectors in Malé and nearby islands, and their benefits have not been equally 
distributed to those in the atolls. The public sector therefore is expected to complement the 
private sector, promoting regionally balanced economic and social development across the 
country. 

Good governance or improved public sector management is the key to enhancing the 
effectiveness of public sector interventions to achieve development goals. Among others, 
efficient utilization of public money is a prerequisite for the maximum benefits of any 
development program. The Government has been working vigorously to develop a more 
efficient public finance system and expenditures, with the assistance of external agencies, so 
that public money will be used to maximize benefits to the people, especially the poor in remote 
islands. 

The efforts have been twofold. The first is to improve the public accounting and auditing 
system to enable public money to be managed in an efficient and accountable manner. The 
Asian Development Bank (ADB) has been the Government’s lead partner in this area― 
technical assistance was provided for capacity building of the Maldives Audit Office, and a loan 
project will be provided to strengthen the public accounting system. The second pertains to 
expenditure. Under a World Bank initiative, ADB and the International Monetary Fund are 
participating in a public expenditure review―a first for the Maldives. The objectives of the 
review are to assess the efficiency and effectiveness of the Government’s spending program 
and its institutional aspects, particularly in light of poverty reduction, and to recommend a reform 
agenda for improving public sector spending. 

 
31. Limited access to information and connectivity in the atolls weakens the capacity of 
government agencies to integrate operations, respond in a timely manner to requests originating 
from the atolls, and extend electronic education and health services to underserviced 
communities. The National Science and Technology Master Plan (2001) envisions the creation 
of a government Internet network linking Malé, atolls, and selected islands. This will also involve 
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the development of multipurpose community telecenters to provide a range of remote services 
to local communities. 

d. Social Development   
 
32. The Government is planning to upgrade the quality of primary schools through a new 
system of decentralized education management. Primary schools in atolls will be divided into 38 
clusters that will be supervised regionally by a local school headmaster. With the support of the 
World Bank, a new secondary school was developed at Gan in the southern atoll and a 
secondary school teacher training program was developed. A third World Bank education sector 
loan now under way aims to improve primary and secondary education quality, and increase 
access to secondary schools while training qualified nationals. An ADB project8  is helping 
expand access to and improve the quality of postsecondary education. The project is also 
helping establish MCHE as an umbrella organization to manage and coordinate postsecondary 
administration and academic programs for the postsecondary institutes. The concentration of 
secondary and postsecondary education institutions in Malé has contributed to large migration 
from the atolls to Malé, which hampers development in the atolls and aggravates overcrowding 
in Malé. 

33. The number of lower secondary school graduates has increased to 5,000 per year, 
creating a tremendous demand for postsecondary training. Some 300 private providers of 
postsecondary education were established during the 1990s to meet this demand, but they are 
not accredited and many suffer from acute lack of space in which to establish operations. To 
improve accreditation, the Maldives Accreditation Board was established in 2000. The 
Government plans to assist private providers in locating suitable training sites. The Government 
also plans to expand enrollments in MCHE by increasing the range of subjects that are not 
covered by private providers (e.g., agriculture) and by developing branch facilities for higher 
education in selected atolls. 

34. As a long-term health objective, the Government aims to ensure that a basic level of 
curative care is provided on each inhabited island. At present, about 40 health centers on 
individual islands offer curative care, and another 50–60 will be established during the next 
decade. Rapidly rising health care costs and a shortage of trained personnel impede the 
delivery of essential health care in the atolls. Introduction of some form of health insurance and 
bulk purchase of generic drugs from neighboring countries are two of the strategies adopted by 
the Ministry of Health for containing explosive growth in health care costs. The World Health 
Organization has assisted the Maldives with health sector planning and priority setting, and the 
development and financing of in-country training programs for nurses and paramedical staff, 
and international training programs for medical doctors. A combination of direct nutrition 
interventions and improved public education, particularly for women, is needed to improve 
nutrition status. To combat malnutrition, the National Nutrition Program has started a monitoring 
program for growth, a pilot deworming program, and a vitamin A distribution program. 

35. Women continue to experience unequal opportunities. Just one fifth of the women are in 
the labor force, compared with nearly 70 percent three decades ago, owing largely to the 
modernization of fish processing where the women used to be engaged. Better education, 
improved representation in government, and a broader range of employment opportunities are 
needed to resolve gender inequality. The Government has created MOWASS to highlight 
gender concerns and to lead the mainstreaming of gender considerations in all public sector 

                                                 
8  Loan 1637-MLD: Postsecondary Education Development, for $6.3 million, approved on 30 September 1998.  
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activities. To this end, MOWASS has held a series of gender sensitization workshops for senior 
Government officers and private sector employers. A better understanding of gender concerns, 
constraints, and opportunities for improvement is an important initial step toward gender equity. 

2. Private Sector Development 
 
36. The Government now recognizes the importance of the private sector as the engine for 
growth and is creating an environment for it to flourish. While the Government initially took a 
leading role in fisheries, wholesale trade, banking, and the public utilities, more responsibilities 
have been accorded to public-private joint ventures and to the private sector. The private sector 
dominates tourism, fishing, interisland transport, construction, and retail trade. Just under 80 
percent of all employment is provided by the private sector. Foreign direct investment has had a 
role in tourism; however, the role has been hampered because of a lack of incentives for 
investors, such as small domestic markets, and lack of access to relevant information.  

37. An ADB private sector strategy study9 identified the following as key impediments to 
increased private sector participation: weaknesses in the legal and regulatory environment, a 
lack of institutional capacity to promote the private sector, skill gaps, a shallow financial system, 
the high cost of telecommunications and other utilities, high interisland transport costs, and the 
small domestic market. Private sector business associations call attention to the lack of access 
to long-term finance and preferential treatment accorded to government companies operating in 
commercial activities as important barriers to developing the private sector.  

38. Some progress has been made in reorienting the financial system to better serve the 
private sector. A greater degree of regulatory autonomy has enabled the Maldives Monetary 
Authority to improve prudential safeguards and begin to shift away from the use of direct credit 
controls. A capital markets authority has been introduced and financial market legislation 
developed to support a range of nonbank financial institutions. An ADB study10 found that 
financial sector development could be promoted if (i) the public sector’s demands for deficit 
financing are reduced; and  (ii) the Government promotes competition and encourages new 
entry among the banks, transforms the national Provident Fund into a vehicle for mobilizing and 
channeling national savings, encourages the banks to introduce new services aimed at 
supporting the SMEs, gradually develops a capital market, and sustains prudent 
macroeconomic and financial sector management. Improvements in the legal and institutional 
framework, particularly in the areas of commercial law and dispute resolution, will also be 
required to improve investor security and to ensure fair competition.        

3. Environment 
 
39. The Maldives faces a growing number of environmental problems resulting from 
increased population pressure and limited environmental awareness. Population and income 
growth has increased demands for clean water, energy, and consumer goods. Rising 
consumption levels have, in turn, contributed to increased domestic waste. In inhabited islands, 
the sewerage system does not have treatment facilities. Most inhabited islands have no 
drainage and sewer systems; wastewater is often directly discharged into the coastal areas, and 
refuse (including toxic matter, oil, and medical wastes) is dumped as well. Consequently, 
coastal water pollution and groundwater contamination have become serious environmental 

                                                 
9  ADB. 1999. Private Sector Strategy Study for Maldives. Manila. 
10 ADB. 2000. Strategic Thrust in the Financial Sector, Investment and Capital Markets in Maldives (2000-2001) 

(draft). Manila. 
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problems. At the same time, depletion of natural resources, such as coastal fisheries, 
mangrove, and coral reefs, weakens the sustainability of fisheries and tourism. Coastal erosion 
occurs in almost all islands. Because all the islands are only about 2–3 meters above sea level 
and the Maldives’ land area is only 13 square kilometers, the country is vulnerable to sea level 
rise. The increasing exposure to waves is caused by the changing natural pattern of ocean 
currents and monsoon waves, and is also due to human activities such as mining of coral and 
sands, poorly planned dredging for sea transport facilities, improper reclamation, and 
construction of poorly designed seawalls and coastal infrastructure.  

40. To prevent and minimize environmental problems, the Government integrated its 
environmental mitigation agendas into the National Development Plan. It adopted the 
Environmental Protection and Preservation Act in 1993. Environmental impact assessment is 
mandatory for projects with significant impacts on coastal and marine resources. The second 
National Environmental Action Plan (1999–2004) was adopted in 1999. The Government 
established 15 protected areas, and at present, is preparing its biodiversity action plan. 

4. Regional Cooperation   
 
41. The Maldives is a member of the South Asian Association for Regional Cooperation 
(SAARC) through which it has actively participated in the negotiations for a South Asian Free 
Trade Area (SAFTA). The Government recognizes that the Maldives could eventually be a 
beneficiary from intraregional trade liberalization. Intraregional trade already constitutes a 
significant proportion of the Maldives’ imports and exports. The Maldives is also a member of 
the South Asian Cooperation on Environment Program (SACEP), under which it receives Global 
Environment Facility (GEF) grants for a multinational reef management and conservation 
program.  

D. Development Priorities and Outlook 
 

1. Objectives and Priorities  
 

42. The Government’s Vision 202011 affirms that the Maldives will be a firmly democratic, 
top-ranking, middle-income nation in less than two decades. It envisions that the Maldives will 
become a more urbanized and equitable society, with a highly educated population engaged in 
an increasingly diverse array of productive activities. Gender equality is to be achieved, good 
quality medical care and 10 years of formal schooling will be available to all, protective 
measures will be taken to combat global environmental threats, and environmental friendly 
lifestyles will be adopted. Vision 2020 declares that the Maldives could develop into an 
information and communication technology center, a regional service center with modern port 
and airport facilities, and an offshore banking and financial center serving the Indian Ocean.  

43. The medium-term development objectives and priorities are defined in the Sixth National 
Development Plan (6NDP) (2001–2005). The 6NDP sets out the following medium-term policies 
to realize the objectives of Vision 2020: (i) eradicating poverty and ensuring equitable 
distribution of benefits from economic development; (ii) ensuring macroeconomic stability and 
promoting economic diversification and growth; (iii) enhancing and strengthening private sector 
participation in national development; (iv) accelerating regional and atoll development to remove 
disparities in employment opportunities, economic benefits, and basic social services; (v) 
ensuring good governance through land, legal, and judicial reforms, and efficient public 

                                                 
11  Office of the President. 1999. Vision 2020 Statement. Malé.   
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administration; and (vi) strengthening social harmony and fortifying national unity and religious 
values. The policy design of the 6NDP is, therefore, structured around the following three 
themes derived from the objectives: (i) sustaining economic growth, (ii) developing and 
implementing a social agenda to promote equitable development and poverty eradication, and 
(iii) effectively implementing the 6NDP through improved participative governance. 

2. Public Finance and Investment  
 
44. Foreign loans and grants financed closed to two thirds of public investment in the 1990s. 
Foreign grants ranged from $13 million to $21 million in the 1990s, or between a quarter and a 
third of all capital outlays. Foreign loans varied year by year, but averaged some $20 million 
between 1991 and 1998. The role of external assistance is important also in terms of providing 
technical advice and assistance to build institutional capacity. Practically all major infrastructure 
projects have been designed and developed using foreign sources of technical expertise.  

45. Few sources of commercial finance are available to fund public investment. While some 
state-owned trading corporations have obtained offshore finance, this has largely been limited to 
short-term, trade credits arranged by overseas suppliers. The prospects for long-term 
commercial finance for public sector investment appears slim due to the lack of a capital market, 
limited interest by international banks or nonbank financial institutions in the Maldives, a lack of 
a sovereign credit rating, and limited fiscal capacity to assume domestic and external debt on 
commercial terms.  

3. The Role of External Assistance   
 

46. During the latter half of the 1990s, official development assistance to the Maldives  
averaged about $40 million per annum, or about 7 percent of GDP, evenly split between grants 
and concessional loans. The Government’s contribution to public sector investment ranged from 
$24 million in 1997 to $31 million in 1999 and $30 million in 2000. Japan is the main bilateral 
funding agency, providing about $10 million per annum for infrastructure projects, such as outer 
islands electrification and seawall construction. ADB, World Bank, and the United Nations (UN) 
agencies are the main multilateral funding agencies. The Islamic Development Bank and the 
Kuwait Fund provide assistance on a case-by-case basis, with Australia and Canada providing 
small and periodic contributions.  

47. At the sixth round table meeting for aid coordination in 1999, the Government of Japan 
announced its continued grant assistance at about the same level to the Maldives over the next 
five years. The World Bank (2000) has announced a three-year concessionary lending program 
of $10 million–$15 million over the next five years, which would involve a shift from project-
based to more programmatic support. A public expenditure review, being conducted jointly with 
ADB and the International Monetary Fund (IMF), will identify areas for World Bank program 
lending support to the social sectors.   

4. ADB’s Assessment of the Government’s Development Agenda 
 

48. The Government has rightly identified the spread of economic and social opportunities to 
the atolls as the single most important development priority, aimed at reducing poverty and 
vulnerability. While these broad objectives are widely subscribed to, the cost, institutional 
challenges, and imperative of complementary central Government policy reform have yet to 
receive adequate attention. However, compared with the past three decades, the costs of 
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providing economic and social infrastructure in the outer islands have become very high and aid 
terms are hardening.  

49. Developing new growth centers, as a means of spreading the regional benefits from 
private-sector led growth, will mean adopting quite a different strategy from what had 
successfully worked in Malé and its surrounding atolls. First, the private sector will need to be 
more involved in delivering and maintaining infrastructure. The private sector, rather than 
Government parastatals, will need to play a lead role in commercial activity. Second, to 
capitalize on opportunities and capacities that differ from island to island, local government and 
community-based organizations will need to be given more authority to allocate resources and 
design public investments. Local administrations will need to be strengthened, atoll 
infrastructure will need to be improved, and the quality of atoll schools has to be substantially 
enhanced. This will require a vast improvement in the human resource base in the atolls. And 
third, a wide array of policy, regulatory, and institutional changes are needed to manage the 
transition of the Government from a direct provider of development services to an enabler of 
private and community initiatives. The 6NDP and Vision 2020 endorse such a transformation in 
the role of the Government. But as yet, the specific measures required to put these changes into 
effect remain to be defined.     

II. ADB’S DEVELOPMENT EXPERIENCE 
 
A. Factual Summary of ADB Assistance 
 
50. Since the start of its lending program in the Maldives in 1981, ADB has provided nine 
loans from its Special Funds resources amounting to about $55.2 million,12 mainly focusing on 
infrastructure development in Malé in the energy and port sectors. Three loans have been 
provided to the transport sector, three to the energy sector, one to the education sector, one to 
multisectors (mainly energy and ports), and one was for planning and regional development. Six 
loans have closed and the current ADB loan portfolio comprises one loan in the energy sector, 
one in the education sector, and one in regional development. The 37 technical assistance (TA) 
activities ($12.6 million) provided by ADB have had a wider sector coverage than the loan program 
and included assistance for national planning, financial sector development, and public sector 
management and good governance. Ten TAs were for preparing loan projects and 27 were for 
advisory activities. Since the previous country operational strategy (COS) for 1996–2001,13 ADB 
lending operations averaged $6.3 million per annum during 1996–2001. TAs averaged $1.2 
million during the same period. 

B. Summary Evaluation of ADB Assistance  
 

1. Relevance 
 
51. The 1995 COS for the Maldives was formulated when macroeconomic instability, 
regional disparity, environmental vulnerability, and skill shortages were the major concerns. The 
COS was designed to address three key issues: (i) improvement of fiscal management, (ii) 
promotion of regional development together with human resource development, and (iii) 
environmental protection. As the macroeconomic situation improved, the Government advised 
ADB and IMF that it would no longer need external assistance to improve the fiscal situation. It 

                                                 
12   Approval basis. 
13   ADB. 1995. Country Operational Strategy, the Republic of Maldives. Manila. 
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asked ADB to redirect assistance to support improvement in public sector management and 
human development.    

52. To strengthen public sector management, ADB assistance has included developing a 
system of national accounts, supporting the audit function and public accounting system, 
improving the judicial system and legal education, improving management efficiency of public 
utilities, and upgrading the institutional capacity of the customs services. Considering the close 
linkage between fiscal management and the financial sector, ADB has also developed a 
strategic framework for financial sector restructuring and enhancing the capacity of the Central 
Bank. 

53. Following the refocusing of the COS, human development became a high priority of ADB 
support. Efforts were made to raise education and skill levels, thus meeting the demands of a 
rapidly modernizing economy and reducing the heavy reliance on foreign workers. ADB assisted 
in preparing the Education Master Plan14 and is currently helping to restructure and strengthen 
the postsecondary education system to improve the quality and quantity of skilled labor force in 
the country.15 

54. Regional development across atolls became a high priority of ADB assistance in the late 
1990s. The Regional Development Project16 aimed at developing the northern and southern 
development regions. In 2001, proposed assistance includes two loans, for outer islands 
electrification and information technology development. The former focuses on islands 
electrification through community participation, and the latter aims at improving public sector 
management efficiency, transparency, and accountability, and facilitating the Government’s 
decentralization programs to empower local decision making in support of regional development 
through the development of an information and communication network.  

55. With respect to the environment, the Government has been able to mobilize grant 
assistance from bilateral and multilateral sources to address its main concerns. Accordingly, 
ADB operations have not included stand-alone environment projects, but have addressed 
environmental issues through other development projects. Given the logistical challenge of 
monitoring 200 inhabited and 1,000 uninhabited islands over a vast stretch of ocean, this 
approach is realistic. 

2. Effectiveness and Efficiency 
 
56. Since the 1995 COS was the first for the Maldives, it is early to examine whether ADB 
assistance achieved the goal and objectives of the COS. The time span has been too short to 
realize visible improvement in regional development or in the capacities of key public 
institutions. Success in regional development and the upgrading of human resources calls for 
strong and sustained commitment over a long period of time. However, ADB assistance has 
become more focused and is more carefully monitored.  

57. When the previous COS was formulated, little was known about the extent of poverty 
and vulnerability. Subsequently, efforts were made to prepare strategies for poverty reduction, 
private sector development, financial sector development, and regional development. As a 
result of the VPA, which combined empirical and strategic research, much more is now known 
                                                 
14  TA 2324-MLD: Education Master Plan, for $300,000, approved on 26 April 1995.  
15  Loan 1637-MLD(SF): Postsecondary Education Development Project, for $6.3 million, approved on 30 September 

1998.  
16  Loan 1695-MLD(SF): Regional Development, for $8.0 million, approved on 2 September 1999. 
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about the extent, causes, and consequences of poverty in the Maldives. This will enable the 
Government and ADB to better define and focus on poverty reduction efforts.  

3. Major Sector Reviews: Success and Failure 
   
58. Education. ADB’s assistance strategy in the human development sector has largely 
focused on expanding access and improving the quality of postsecondary education. It supports 
the consolidation and upgrading of various postsecondary institutions into one institution, and 
the expansion of access to postsecondary education. It extends assistance for strengthening 
the capacity of MCHE and the existing institutes, and in the process, increases the number of 
graduates that will contribute to economic development. ADB’s support for postsecondary 
education, together with the World Bank’s support for primary and secondary education, will 
contribute to the balanced development of education and greater job opportunities. ADB has 
also supported the development of a strategy and action plan for science and technology, and 
strengthening of the capacity of the newly established Ministry of Communication, Science and 
Technology.  

59. Energy. ADB is by far the main contributor in the energy sector. ADB assistance has 
included (i) provision of a diesel generating set in Malé and six smaller generating sets for two 
atolls,17 (ii) the construction of a new power plant in Malé,18  (iii) provision of new generating units 
and the development of a distribution system in Malé,19 and (iv) provision of diesel generator sets 
in Malé and strengthening of management and human resources development of the State 
Electricity Company, Ltd. (STELCO) .20 One of the main successes in the energy sector was the 
restructuring of the utility part of the Maldives Electricity Board (MEB) as a corporation. The 
Government converted MEB into STELCO in July 1997 under the new Companies Act. 
Operational performance of STELCO has now been significantly improved, making the company 
profitable and financially sound. ADB has also financed two TAs21 to improve MEB’s accounting 
systems and management. Overall, ADB assistance to the energy sector has helped to meet 
the demand for electricity in Malé in a cost-effective and environmentally acceptable manner 
and the impact of its assistance on policy and institutional changes has been significant, which 
contributed to improved financial management, operational efficiency, productivity, and 
economic growth.   

60. Finance and Public Sector Management. In early 1995, the Government expressed its 
interest in a financial sector reform program loan by ADB. In 1997, the loan was prepared but 
not concluded, since the Government was unable to proceed with financial market reforms. 
Despite the difficulties in forging policy reform, ADB has contributed to improvements in the 
financial sector including strengthening prudential regulations and bank supervision by the 
Central Bank. Legal drafting has begun for protecting creditor rights. To help guide future 
financial sector development, a strategy for future financial sector development has also been 
prepared. For public sector management, ADB has assisted with the national audit, the public 
power utility, national accounts, the public accounting system, and the customs service. This 
effort has greatly contributed to good governance, which is one of the primary objectives of the 
Maldives national development plans. 

                                                 
17  Loan 681-MLD(SF): Multiproject, for $2.38 million, approved on 29 March 1984. 
18  Loan 848-MLD(SF): Power System Development, for $6.1 million, approved on 27 October 1987. 
19   Loan 1121-MLD(SF): Second Power System Development, for $9.2 million, approved on 19 November 1991. 
20  Loan 1532-MLD(SF): Third Power System Development, for $7.0 million, approved on 9 September 1997. 
21 TA 911-MLD(SF): Institutional Improvements in the Maldives Electricity Board, for $350,000, approved on 27 

October 1987; and TA 1605-MLD: Institutional Improvement of the Maldives Electricity Board, for $450,000, 
approved on 19 November 1991. 
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61. Transport. ADB’s principal involvement in the sector has been in the development of 
ports. ADB is by far the main contributor. Previous ADB assistance included (i) setting up a 
regular interisland shipping service; (ii) deepening Malé and priority island harbors, and 
providing meteorological equipment; and (iii) providing a tugboat and equipment for foreign 
cargo handling, and constructing alongside berths at Malé port. The assistance to the port 
sector improved the cargo handling capacity of Malé port and helped to reduce the bottlenecks 
that delayed the transshipment of goods between Malé and the outer regions. TAs have been 
provided mainly for institutional strengthening of the Ministry of Ports Administration (MPA). ADB 
has also assisted the Government to draft an action plan to improve cost controls, financial 
management, operational efficiency, and productivity. The action plan has successfully resulted in 
improvements in MPA’s operations and financial position, which included improvements in port 
operations, equipment handling and maintenance, and workshop management. The second MPA 
TA helped to improve maritime safety through training, licensing, regulation, and provision of 
necessary equipment; and provided additional facilities to facilitate private sector investment in 
transportation. The scope for greater private sector participation in the management and operation 
of Maldives’ ports was examined and options for privatization identified.  

62. Water Supply and Urban Development: Water supply and sanitation issues are critical 
in the Maldives because all islands are low-lying and coral-based, with very limited 
groundwater supply and thin soil cover. The rapidly expanding population base has meant 
higher demand for safe water, while sanitation and waste disposal are threatening to become 
critical problems. A 1998 study finds that 1 in 8 of the atoll population depends on untreated 
well water, and 1 in 4 experiences either periodic or severe shortages of drinking water. The 
Regional Development Project that assists the Government’s regional development efforts on 
institutional, infrastructure, and environmental improvement combines an innovative effort to 
monitor the freshwater lens with the provision of clean drinking water for residents of the 
southern and northern atolls. The successful implementation of the project, whose initial 
progress lags behind schedule and whose poor performance was observed in timely provision 
of counterpart support, will decide whether it will be extended to a second project for the south-
central and north-central atolls.  

C. Portfolio Performance and Status 
 
63. Overall, the Maldives has made good use of ADB assistance and has demonstrated 
satisfactory absorptive capacity. Since 1996, two projects have been postevaluated and both of 
them were rated as successful (Appendix 3). ADB currently has only three active loans in the 
Maldives, amounting to $21.3 million. The disbursement ratio has therefore varied according to 
project implementation stages. Experience indicates delays occurring primarily in the initial 
phases of project implementation, the appointment of consultants, procurement, and contract 
awards. Disbursement and submission of audited accounts and financial statements were 
generally satisfactory. Only rarely have loan extensions been required. Compliance with the 
loan covenants on social and environmental measures has also been generally satisfactory, as 
well as those on participation and ownership, budget availability, operation and maintenance, 
and benefit monitoring systems. 

D. Conclusions and Lessons for the Country Strategy and Program 
 
64. Although ADB is one of the Maldives’ largest development partners, ADB’s record in 
fostering positive policy change is mixed. In areas in which ADB has had a long-standing 
involvement, such as the energy sector, the record on incorporating sector policy reforms as 
part of lending operations is good. Free-standing policy reform operations, such as that planned 
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for the financial sector, were less effective. The Government’s reluctance to borrow for policy 
reform purposes, from any of the international financial institutions, is an important consideration 
in the design of future operations, particularly in light of the major policy and institutional reform 
challenges facing the nation.     

65. Most TAs during the past COS were aimed at building institutional capacity for prudent 
fiscal management and a more market-oriented financial system. Progress in both areas has 
been below expectations. While fiscal controls have improved, revenues are still narrowly based 
and the fiscal deficit remains large. The financial system continues to be dominated by four 
commercial banks, and bank reserve requirements act to restrain financial market expansion. 
Capacity building remains an important Government objective, but, to enhance effectiveness, 
advisory assistance should be more clearly aimed at providing the tools and training needed to 
implement policy and institutional reforms already agreed upon by the Government. Linking 
capacity building efforts more closely to the delivery of sector-based investments can also help 
raise the payoff to costly institutional change.   

66. More recently, a shortage of suitably qualified counterpart staff has become an 
impediment to the implementation of projects supported by external assistance. This is 
particularly the case in the atolls, which have a dearth of trained technicians, laborers, and 
suppliers. Future projects will need to assess this problem carefully.  

67. While investment requirements are manifold in the atolls, weak institutions, a narrow 
economic base, fragile ecology, and limited fiscal capacity hinder the absorption of external 
assistance. In light of these constraints, it would be appropriate for ADB to limit its lending 
operations to the Maldives to one new loan per year. 

68. The 1995 COS is clearly focused in selected areas and the Government is clearly 
committed to effectively implementing loan and TA projects. Concentrating on a few key, high 
impact sectors, while steadily contributing to the development of institutional capacity in the 
Government, has helped overcome the problem of limited Government human resource 
capacity.    

 
III. ADB’S STRATEGY 

 
69. The Government’s Vision 2020 and the 6NDP are the basis for ADB’s country strategy 
for the Maldives. The imperatives of ADB’s long-term strategic framework 22  and poverty 
reduction strategy are considered in refining ADB’s midterm strategy. Coordination with other 
development partners, in particular the World Bank’s midterm strategy, is also incorporated 
under poverty reduction as the underlying common thrust. ADB’s sector strategies are included 
in Appendix 4.23 

                                                 
22  In early 1999, poverty reduction was declared the overarching goal of ADB. ADB’s Board of Directors approved the 

poverty reduction strategy in November 1999 and the private sector development strategy in March 2000 to help 
promote growth to support poverty reduction efforts. The long-term strategic framework approved in March 2001, 
was built on these two strategies, taking into consideration ADB’s other policies such as that on governance, and 
integrating them with the IDGs. 

23 ADB strategies are based on analytical background work such as Private Sector Strategy Study (1999) and 
Gender and Development in the Maldives: Scenarios and Opportunity (2001). ADB undertook a poverty 
assessment from late 2000 to early 2001 building on consultations with the poor in selected remote islands and 
with the business community, funding agencies, and nongovernment organizations. A high-level forum on poverty 
reduction and country strategy, organized by the Government and ADB was held in May 2001. 
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A. Poverty Reduction 
 
70. ADB’s future assistance to the Maldives will reflect the result of ADB’s poverty analysis; 
the high-level forum on poverty reduction; and other discussions with the Government, funding 
agencies, the private sector, and civil society. It will also reflect the Government’s commitment 
and capacity and ADB’s comparative advantages. ADB’s future operational strategy for the 
Maldives will support poverty reduction through a combination of pro-poor growth, social 
development, and good governance initiatives. To foster pro-poor growth, ADB will assist in (i) 
fostering regional development including the provision of basic infrastructure and capacity 
building; (ii) creating an enabling environment for private sector development, including reform 
of the financial sector and the legal system; and (iii) developing an information and 
communication network in the atolls. To raise the level of social development, ADB will provide 
assistance for postsecondary education and skills development, and possibly for improving the 
quality of primary education. To support good governance, ADB will (i) develop improved 
information access and public sector connectivity, and build the capacity of key public 
institutions with the aim of improving public sector management efficiency; and (ii) assist the 
Government to enable private sector activities and to prepare for the likely exigencies posed by 
eventual graduation from least developed country (LDC) status.  

1. Supporting Pro-Poor Economic Growth 
 
71. Regional Development.  Regional development will be at the center of ADB’s program. 
This will include provision of essential infrastructure and decentralized management institutions 
to enhance the quality of transport, electrification, and sewage available to those residing in the 
atolls. The challenge will be to enable private sector development to capitalize on the 
impressive base of social and economic infrastructure investment that has been provided. ADB 
will support participatory community development, and facilitation of economic activity and 
employment generation through micro and possibly larger scale credit in these regions. ADB will 
promote population consolidation by assisting the Government to improve the legal system for 
the security of property and land tenure of both host communities and migrating people.  

72. Institutional strengthening is a key component of efforts to foster decentralized 
approaches to atoll development. Communities vary greatly in their ability to articulate and 
implement development schemes. Regional offices and atoll administrations will need to be 
strengthened to facilitate participation by the island populations and to exercise their support 
and oversight functions.   

73. Although decentralization is important, the Government will continue to play an important 
role in the regional development process. Improved access to transport facilities in the atolls 
continues to be a major priority for central and local governments. ADB will support the 
Government’s efforts to enhance transport access by providing TA for preparing a transport 
master plan.  

74. Ensuring adequate access to essential utilities is part of the Government’s strategy for 
widening opportunities to participate in the growth process. A loan project for outer islands 
electrification to be processed in 2001 aims to improve electricity supply in about 40 outer islands 
on a sustainable and affordable basis. ADB assistance will also help to broaden access to 
telecommunications, which through computers and the Internet can enhance opportunities for 
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distance education and create scope for electronic commerce, software development, on-line 
service provision, and a range of other communications-related activities. 

75. SME Development. Increased productivity, incomes, and employment in SMEs are critical 
to raising incomes and opportunities for the poor. Moreover, in the new regional growth centers, 
private sector initiative, much of it in the form of SME developments, will be needed to capitalize on 
the improvements in access and services afforded by public investment. To enhance the business 
development capability of atoll communities, ADB will review the existing policy framework and 
operational and legal environment for SME development, and will develop an action plan and 
investment strategy for fostering sustainable SME growth. 

2. Inclusive Social Development 
 
76. Empowerment of the Poor with Better Skills. The quality of education needs 
improvement to address a combination of disparities between the Malé region and the atolls, 
low-quality primary education in the atolls, limited coverage of secondary and postsecondary 
education, and excess demand for skilled labor. Atoll primary schools can be upgraded by 
establishing a regional system for teacher training, providing essential school materials, and 
upgrading school facilities. Secondary education is being strengthened by assistance from other 
agencies such as the Islamic Development Bank, Japan Bank for International Cooperation, and 
World Bank. Due to their programs, the number of secondary graduates is increasing at a rapid 
rate, fueling demand for postsecondary education.  

77. ADB’s support for education will concentrate on improving access and quality of 
education services offered to students from the atolls, in ways that are complementary to the 
Government’s initiatives and those supported by other funding agencies. ADB will aid in 
strengthening the postsecondary education system, including upgrading selected diploma 
programs to degree programs, and skills development. It will help the Maldives deliver high-
quality and relevant education to all Maldivians, including to those living in the atolls. Although 
primary education has a direct link to poverty, ADB will continue to permit other active funding 
agencies in this sector to maintain its effective coordination with them.24 

78. Health Services and Nutrition. The improved accessibility to health services and 
mitigation of malnutrition are needed to prevent perpetuating poverty. International Development 
Association (IDA) and UN agencies including UN International Children’s Fund (UNICEF), 
UNDP, and World Health Organization (WHO) are contributing to making health services 
affordable for the poor. The World Bank is also indirectly involved in the health sector. ADB will 
mainstream the health issues in assisting the Government to improve nutrition, in particular to 
reduce child malnutrition, through specific project components that will be assessed for possible 
funding by the Japan Fund for Poverty Reduction mechanism during project formulation. 
Promoting regional development and information and communications technology will facilitate 
access to health services and information, among other benefits.  

3. Capacity Building for Good Governance 
 
79. Public Accounting Procedures. Accounting procedures vary widely across the 
Government, hindering fiscal consolidation and control, and limiting the scope for improving 
accountability of public expenditures. A lack of proper financial controls contributes to significant 
                                                 
24 The World Bank committed $17.6 million for the Education and Training Project, which includes $4.4 million to 

improve the quality of primary and secondary education. By end-July 2001, $4.3 million out of $17.6 million was 
disbursed. 
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unspent balances in a number of Government accounts. New unified public accounting, 
auditing, and budget systems have been designed through ADB TA. The implementation project 
will aim at improving the financial reporting system, enhancing management of public funds, and 
strengthening the related legal framework. 

80. Internet Connectivity to Public Services. ADB is planning to support a network of 
Government and parastatal offices in Malé, all 20 atolls, and selected islands. The common 
Government data net will provide a platform for adopting common accounting standards, 
exchanging information, and rationalizing service delivery. The net will also provide tremendous 
opportunities to deliver higher quality public services, particularly in health and education, to the 
atoll population. ADB will provide continued support for efforts to design suitable applications for 
the common Government data net in health, education, and public sector management. Internet 
kiosks will be established in the atolls to enhance access to public information and government 
services by the public at large. A national computer center will be established to set information 
and communication technology policies and to foster future development of Internet-related 
services. Telecommunications reform incorporated in the project will complement this process. 
Follow-up investments, involving an expansion of the network and the promulgation of 
applications that empower the poor through improved access to information and social services, 
are envisioned. 

81. Public Utility Regulation. Regulation and supervision of utilities is of particular concern, 
particularly as the scope of utility services spreads beyond Malé to the less accessible outer 
islands. The central Government utilities continue to have weak internal management systems 
and limited ability to set tariffs appropriately. In telecommunications, an independent regulatory 
body will be established to monitor technical standards, license carriers, regulate tariffs, 
establish interconnection terms, and consider user complaints. New opportunities will be 
created for private investment in telecommunications services. Competition and administrative 
reform are expected to result in lower tariffs. In the power sector, ADB will work with MEB to 
develop human resources, establish national safety and quality standards of electricity power 
supply systems, set up operational procedures for enforcement of safety and quality, and 
formulate pricing principles for setting tariffs. There is also a critical need to build the capacity of 
outer island power utilities for efficient management and operation of power supply systems. 
ADB will assist outer island governments to develop the capacities needed to operate simple, 
diesel-powered systems. ADB will also assist the Government to study the establishment of a 
single apex body, independent of the ministries responsible for developing the public utilities, 
that can supervise and oversee the operations of the utilities.   

B. Private Sector Development 
 

82. ADB will assist the Government to enhance private sector development. First, the 
Government will be encouraged to adopt a more facilitative and regulatory role and be less 
directly involved in the provision of commercial services. This will be advanced by encouraging 
public-private partnerships, build-operate-transfer, and build-operate-own-transfer infrastructure 
provision; restructuring and privatizing selected public enterprise activities; developing the 
capacity to divest state-owned enterprises; and identifying suitable alternatives to domestic 
monopolies and other noncompetitive practices. Since the revenue base depends in part on 
revenues provided from a number of public monopolies, complementary advisory support will be 
needed to help diversify the tax base from its dependence on state-owned enterprise revenues 
to a more robust array of direct and indirect taxes. Together with IMF, ADB will support 
institutional strengthening aimed at diversifying the domestic revenue base. 
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83. Second, the financial sector will be strengthened to more effectively mobilize savings 
and fund long-term development. So far the main objectives of financial sector reform have 
been to broaden private sector access to finance, particularly in the atolls; increase the 
responsiveness of the financial institutions to local development requirements; and strengthen 
bank regulation and supervision. ADB will continue its assistance to strengthen the financial 
sector in coordination with IMF and the World Bank. Special attention will be accorded to 
capacity for long-term lending and development banking, and the special financing needs of 
SMEs, particularly those in the atolls. Third, to improve credibility and investor confidence, ADB 
will continue to support improving the legal system through a reform component in assistance.  

84. Fisheries, which has high potential for poverty reduction, will greatly benefit from private 
sector development. The sector urgently needs the removal of key policy and institutional 
constraints, including the state monopoly over production and export of canned tuna and frozen 
fish, and the rigid tuna procurement pricing policy. The World Bank is assessing the fisheries for 
assistance. ADB will also promote fisheries development through private sector development. 

C. Regional Cooperation 
 
85. As a small island country with limited domestic resources, regional activities could prove 
crucial to the future development of the Maldives. ADB is assisting the SACEP in the Maldives 
and other South Asian countries. Through this forum, the best practices in reef management 
technology are being shared. ADB will continue to foster regional collaboration in tertiary 
education by helping to forge partnerships between institutions of higher education in the 
Maldives and other parts of the region. Trade, commerce, tourism, information and 
communication technologies, capital markets, and civil aviation are also areas where ADB could 
assist the Maldives to benefit from regional cooperation. 

D. Thematic Priorities  
 

1. Graduation from Least Developed Country Status 
 
86. The Maldives is currently eligible for IDA and Asian Development Fund (ADF) resources 
in 2002. Although per capita income of the Maldives exceeds the operational gross national 
product cutoff ($885), its high poverty level and vulnerability have been considered important 
factors in classifying the county status. The UN Committee on Development Policy recently 
discussed graduating Maldives from the LDC category. The graduation process is expected to 
take place in a phased manner, starting in 2003 or 2004. This change in status will lead to a 
hardening of assistance terms and a loss of preferential market access status with selected 
trading partners (Box 4). The latter may impact the poor directly due to a loss of preferential fish 
marketing opportunities. The graduation will reclassify the Maldives from a county eligible for 
ADF to a country eligible for ADF with limited ordinary capital resources. 

87. Public Debt Management. Graduation from LDC to developing country status may 
result in a hardening of aid terms and a loss of preferential trading rights. The Government has 
to be prepared to manage its public debt in a manner consistent with fiscal sustainability. As 
assistance terms harden, the Government will need to further improve the management of 
public borrowing to ensure fiscal sustainability. At present, responsibility for bilateral (grant-
based) and multilateral assistance is split between the Department of External Resources and 
the Ministry of Finance and Treasury. Domestic borrowing from the banking system is monitored 
by the Maldives Monetary Authority. As financing costs rise, the management of the public debt 
must be further consolidated to improve the timing and accuracy of the debt reporting system, 
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and an accurate public debt forecasting capacity must be developed. ADB will provide TA to 
improve the public debt management system. 

 
Box 4: Costs of Graduation from Least Developed Country Status—Maldives’ Case  

 
Loss of Preferential Access to Markets. Tuna exports to the European Union, the 

major market, will be affected with the imposition of a 24 percent tariff. At present, even without 
the tariff, the Maldives is barely able to compete with its main rivals due to high unit costs and 
diseconomies of scale. The garment industry will be also shut down because current exports 
rely on preferential access to the United States market granted to the Maldives as a least 
developed country (LDC). 
 

Decline in Foreign Aid and Foreign Direct Investment.  Currently, 60 percent of total 
development expenditure and 80 percent of total expenditure on socioeconomic services are 
derived from foreign aid (grants and concessional loans). Decline in aid will lead to serious 
unemployment problems given the volume of jobs directly linked to the large number of aid-
funded infrastructure development programs. High factor unit costs, diseconomies of scale, and 
the narrow resource base will limit flow of foreign direct investment (FDI). The level of FDI the 
Maldives has been able to attract is significantly smaller than that of the other threshold 
countries. Moreover, with loss of access to the Generalized System of Preferences, one of the 
main drawing points for FDI will be lost. 
 

Increase in Debt Burden. Acceleration of past debt obligation will result in increased 
debt-servicing burden. Repayment installments under all Asian Development Bank, 
International Development Association, and Nordic Development Fund loans (87 percent of total 
debt as of the end of 1999) will increase by 100 percent of the amount of each maturity due 
thereafter.  
 

Loss of Access to Other Special Arrangements. This includes loss of access to 
numerous technical assistance (TA) programs; 50 percent of current aid is in the form of TA 
designed to enhance human resource capacity building. Other arrangements that will be denied 
are special and differential treatment under the World Trade Organization and special programs 
devoted to LDCs by the International Maritime Organization, International Telecommunication 
Union, United Nations Educational, Scientific and Cultural Organization; United Nations 
Conference on Trade and Development; and other multilateral and bilateral organizations. 
Similarly, access to multilateral negotiating forums will be severely affected due to loss of 
assistance currently given to LDCs to facilitate their participation.  
 
Source: Ministry of Foreign Affairs, 2001, Memorandum Containing Observations and Comments of the Government 
of the Republic of Maldives on the Recommendation by the Committee for Development Policy to Graduate the 
Maldives from the List of LDCs. 

 
 
88. Leadership Development and Civil Service Management. The challenges of leading 
a mature, middle-income society are very different from those posed at a lower level of income 
and development. Managing decentralization, separating the policy and implementation 
responsibilities of the Government, improving capacity for performance monitoring, and defining 
performance in terms of results are some of the institutional innovations that the President  
envisions as challenges facing the civil service in the decade to come. ADB will provide TA to 
bolster leadership training, both in-country and by exposing national leaders to the best 
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practices in public sector leadership in other countries. Assistance to the President’s office will 
be also sought to facilitate the introduction of a performance-based monitoring and evaluation 
system across the Government. 

89. Anticorruption. One of the strengths of public sector management in the Maldives is 
the relative absence of corruption. But as the private sector takes a greater role in the provision 
of utilities and the delivery of services, the risk of corruption will increase. The Government has 
taken an important preemptive effort toward combating corruption by establishing an 
anticorruption board. ADB will support the Government’s efforts to combat corruption by 
providing TA aimed at enhancing the board’s capacity to review financial accounts and to detect 
and deter financial crimes. 

90. Information for Public Sector Economic Management. Better access to timely and 
accurate development information becomes more important as the role of the Government shifts 
from a provider of economic and support services to a regulator and facilitator of private 
initiative. In a volatile global setting, accurate economic statistics will be needed to assess the 
impact of macroeconomic and structural policy reforms and to guide economic management 
efforts. Building on its past support for national planning exercises and the national accounts 
methodology development, ADB will provide technical advisory support for establishing a 
bureau of statistics.    

2. Environment 
 
91. Given limited human resources and institutional capacity, integrating and mainstreaming 
environmental management concerns into all sector development initiatives is urgently needed. 
In this context, ADB will focus on assisting the Government to ensure that environmental 
management concerns are properly mainstreamed and integrated into proposed ADB loans and 
TAs. Rather than undertaking specific environmental projects, ADB will support sustainable 
environmental practices in each investment such as promoting environmentally sustainable 
renewable energy technology and removing barriers that hinder adoption of renewable energy 
sources. 

3. Gender and Development 
 
92. The Government policy for promoting gender equity is to mainstream gender 
considerations into every public sector office and activity. ADB will support this thrust by actively 
mainstreaming gender considerations into its loan and TA program. By increasing access to 
quality education, women’s social awareness will improve and opportunities for productive 
employment will increase. ADB will ensure that future investments in human resource 
development assist the Government to promote gender equality, particularly through an 
increase in opportunities for higher education and technical training. Expanding access to 
financing for SMEs in the atolls will also contribute to gender equality (Appendix 4). 

E. Risks 
 
93. Four main risks could hinder effective implementation of the proposed assistance effort. 
First, external shocks could destabilize public finance, triggering widening fiscal deficits and a 
shortage of funds to meet counterpart obligations for development projects. Second, a shortage 
of skilled technicians and administrators in the outlying atolls may hamper efforts to build 
capacity and spread economic activity outside of the Malé region. Third, the UN and other 
bodies may well graduate the Maldives from LDC status sooner than expected. This would raise 
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public sector financing costs and reduce export earnings. And fourth, as the financial and 
private sector development agenda shift to include divestiture and opening of the utilities 
markets, the issue of political will and commitment may become a concern. These risks can be 
mitigated by factoring economic shocks and the need for suitable technicians into loan plans, by 
assisting the Government to prepare for the consequences of graduation from LDC status, and 
by concentrating policy dialogue efforts on the likely gains and best practices involved in 
divestiture and private sector development.  

 
IV. OPERATIONAL APPROACH 

 
A. Modalities of ADB Assistance 
 
94. A combination of project loans, TAs, and official cofinancing will be the main modalities 
of ADB assistance for the next five years. Each loan will combine support for catalytic public 
investments with institutional strengthening, regulatory improvement, and essential policy 
reform. Where possible, effort will be made to attract official sources of cofinancing for loans, to 
reduce claims on scarce ADB resources, and to broaden the Maldives’ access to a range of 
bilateral funding sources. In the case of infrastructure delivery, efforts will be made to increase 
the involvement of the private sector in the provision and operation of economic infrastructure. 
Suitable TA efforts will be provided to help design the investment projects that will be financed 
and to support the Government’s efforts for capacity building and addressing thematic issues.  

B. Participation of Civil Society, the Private Sector, and Subnational and Local 
Governments 

 
95. ADB will actively encourage the participation of civil society, the private sector, and 
subnational and local governments in the design and implementation of all facets of ADB 
assistance. Extensive stakeholder consultation will be part of the design of each ADB-supported 
activity. The private sector will be actively encouraged to participate in ADB assistance 
programs. A concerted effort will be made to consult with the poor, with women’s organizations, 
and with local government bodies to better understand their special needs and to ensure that 
ADB’s assistance is in line with their priorities. Project goals and objectives will be carefully 
specified, both in terms of expected technical and economic impacts, and in terms of poverty 
reduction impacts and anticipated social outcomes. Well-designed baseline surveys and careful 
monitoring and evaluation efforts, often involving nongovernment organizations and local 
communities, will play an important role in ensuring that the efficacy, impact, and relevance of 
ADB activities are maximized.  

C. Strengthening Government Capacity   
 
96. Special attention will be paid to the Government’s capacity to effectively utilize foreign 
assistance. The Government faces a chronic capacity constraint and must enhance 
remuneration and skills development opportunities to prevent the erosion of public sector 
capacity. Technical advisory support will continue to be provided to design and effectively 
implement a number of investment projects. Helping the Government shift from being a direct 
provider to more of a facilitator and regulator of privately provided infrastructure, and economic 
and social services will ease the public finance and implementation capacity burden.     
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D. Aid Coordination  
 
97. External assistance plays a key role in the Maldives’ development. In view of the small 
size of the country, external assistance provided by different sources must be closely monitored 
to ensure it does not overlap. ADB ensures this through close coordination with all agencies. 
The Government is taking the lead in aid coordination, supported by the UNDP through periodic 
meetings. Since many agencies operate out of their Sri Lanka offices, ADB has visited key 
agencies in Sri Lanka and has kept in close contact with others from ADB’s Manila 
headquarters. The country strategy and program (CSP) has been developed in consultation with 
and based on careful assessment of other agencies’ strategies and projects. Appendix 5 shows 
the agencies active in the Maldives and their sectors of operation. 

98. The Government has encouraged ADB to seek cofinancing to leverage the volume of 
foreign assistance that can be mobilized. In recent years, official cofinancing has played a major 
role and will continue to do so. Between 1997 and 1999, ADB’s lending attracted cofinancing 
totaling $10.3 million from the Australian Agency for International Development, the Islamic 
Development Bank, and the Nordic Development Fund. ADB will continue its efforts to mobilize 
resources from other sources for its operations in the Maldives. 

 
V. THREE-YEAR ASSISTANCE PROGRAM 

 
A. Funding Levels and Performance 
 
99. ADF resources for developing member countries will be allocated through the 
performance-based allocation (PBA) system from 2002 onward. The Maldives’ indicative base 
case annual ADF allocation, based on the common criteria for all countries, is $5 million for 
2002–2004. The PBA system also requires assessing country-specific criteria that could trigger 
high or low ADF scenarios. The proposed lending program for 2002–2004 is $17 million (annual 
average of $5.7 million) (Appendix 6). However, the level is subject to the outcome of PBA 
exercises in each year.  

100. The Government and ADB will endorse the priorities and focus of the CSP by signing a 
poverty reduction partnership agreement following consideration of the CSP by the Board of 
Directors. ADB’s assistance program is a translation of the underlying thrusts of the partnership 
agreement into specific activities. Considering the small size of the Maldives’ economy and ADB 
assistance, selectivity is a prime concern. As indicated in ADB’s long-term strategic framework, 
ADB will maintain an effective long-term presence in the strategically selected sectors and 
areas.  

B. Loan Program 
 
101. The proposed lending program for 2002–2004 consists of three projects. The three loans 
are for strengthening the public accounting system, a second regional development project, and 
development of education. The project selection briefs are in Appendix 7. The proposed 
program is consistent with the priorities identified in the Government’s 6NDP and with ADB’s 
poverty assessment for the Maldives. A TA will focus on preparing a project on SME 
development in the atolls for 2005.  

102. The public accounting system project aims at implementing a unified accounting, 
auditing, and budgeting system across the Government. This will improve governance by 
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providing the Government with a greater measure of fiscal control and the capacity to 
mainstream poverty reduction initiatives in public expenditure planning. The regional 
development project will support Government efforts to develop a series of regional growth 
nodes and consolidate the population. In this second project, the focus will be on developing 
regional development management offices and providing an enabling infrastructure in one or 
possibly two of the other regional nodes. Infrastructure and institutional requirements will be 
examined in the north-central, south-central, and central atolls. The education project is aimed 
at closing the skills gap for the poor (i.e., those in the atolls) to improve social development by 
strengthening postsecondary education and vocational training.  

C. Technical Assistance Program 
 
103. The TA program is envisaged to be about $1 million annually. The proposed TA program 
for 2002–2004 includes 9 TAs for a total of about $3.6 million, or an annual average of $1.2 
million (Appendix 6). ADB will select TAs equivalent to $1 million each year in consultation with 
the Government during the country program confirmation mission. The focus of the TA program 
is on project preparation, institutional strengthening, and capacity building. In addition to a TA to 
prepare the second regional development, two TAs will prepare future loan projects. The TA to 
prepare a project to apply the information technology network to poverty reduction will assess 
the scope for using the Government’s information network for a range of electronic health, 
education, and commerce applications to serve the atoll community. The TA for the SME project 
will prepare for the provision of financial and institutional support for businesses in the atolls, 
and improving the policy and regulatory requirements to foster SME development in the atolls. 
TA concept papers are in Appendix 8. 

D. Economic and Sector Work Program 
 
104. The economic and sector work program will provide advisory services aimed at 
strengthening the Government’s capacity to respond to a range of anticipated challenges. This 
includes the challenges of supporting private sector development and the Maldives’ possible 
graduation from LDC status. Support will be given for divestiture and revenue diversification to 
help the Government develop the capacity to launch a comprehensive privatization program in a 
transparent and fiscally responsible manner. In anticipation of the eventual graduation from LDC 
status, TAs in debt management and graduation planning will be provided. These will be 
complemented by efforts to strengthen the information base for economic management. A TA 
will also be provided to develop a transport master plan. The economic and sector work 
program is in Appendix 9. 

 
VI. PERFORMANCE MONITORING AND EVALUATION 

 
A. Agreed Performance Indicators 
 
105. The country-specific criteria for PBA reflect the key areas in which project performance 
merits improvement or which will exert an influence on the future program performance. The 
Government and ADB have identified indicators relating to specific macroeconomic policy, 
structural reforms, sector-specific reform, and portfolio performance. Each year, the 
Government and ADB will develop these indicators further and refine triggers for base, lower, 
and higher case resource allocation scenarios.  
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106. Two project-related indicators, in addition to overall portfolio performance, that will be 
used to assess the performance of the Maldives include (i) provision of adequate managerial 
and technical staff for the implementation of ADB-assisted projects, and (ii) reduction in delays 
experienced in the start-up (procurement phase) of ADB-assisted projects. With respect to pro-
poor growth and social development, the country-specific PBA will include (i) completion of the 
6NDP and Vision 2020, and preparation of action plans for key ministries (fisheries, education, 
health, telecommunications, civil aviation, transport, atolls, etc.); (ii) preparation of a plan for tax 
reform aimed at broadening the revenue base; (iii) establishment of an autonomous regulatory 
authority for key public utilities; (iv) introduction of more competitive and affordable 
telecommunications tariffs; (v) improvement of access to postsecondary, vocational, and skill-
based education for students in the atolls; (vi) implementation of an improved public sector 
accounting system; and (vii) establishment of a cluster management and quality improvement 
program for atoll primary schools. The preset country-specific criteria for 2002 loans are shown 
in Table 1. 

Table 1: Lending Scenario and Performance Triggers for 2002 

Low Case Base Case High Case 

•  Weak effort in operationalizing 
the country development plans 

•  Completion of the Sixth National 
Development Plan and Vision 
2020 by end-2001 

•  Effort to regulate the tariffs for 
telecommunications services at a 
competitive and affordable level 

•  Effort to improve education for 
students in the atolls 

•  Preparation of action plans for 
key ministries 

•  Strong effort to reduce economic 
vulnerability 

•  Significant effort to regulate the 
tariffs for telecommunications 
services at a competitive and 
affordable level 

•  A plan for an increase in access 
to postsecondary education for 
students in the atolls 

•  Effort to improve atoll primary 
schools 

•  Maintenance of current 
regulatory system for key public 
utilities 

•  Effort to establish an 
independent regulatory body with 
appropriate mandate and 
authority for the power and 
communications sectors 

•  Issuance of road maps for 
establishing an independent 
regulatory body with appropriate 
mandate and authority for the 
power and communications 
sectors 

•  Portfolio performance: 
unsatisfactory 

•  Insufficient provision of 
managerial and technical staff for 
implementing ADB-assisted 
projects 

•  Portfolio performance: partly 
satisfactory 

•  Portfolio performance: 
satisfactory/highly satisfactory 

•  Sufficient provision of managerial 
and technical staff for 
implementing ADB-assisted 
projects 

ADB = Asian Development Bank. 

B. Monitoring Process and Plan 
 
107. Since ADB has no resident mission in the Maldives, project implementation has been 
monitored by project review missions and country portfolio review missions from ADB 
headquarters. The shift of ADB’s focus to the atolls for poverty reduction will require greater 
effort to monitor and evaluate projects, including a thorough assessment, at the stage of project 
formulation, of the institutional capacity to implement projects in remote islands. With respect to 
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the agreed performance indicators, the monitoring responsibility will be shared by the 
Government and the country team members. Field and site visits will be used to validate reports 
provided by the Government to ADB. The South Asia Department will periodically assess 
performance and review the findings of the annual assessment with the Government during 
country program confirmation missions. 
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Indicator 1996 1997 1998 1999 2000a 2001b

A. Income and Growth

GDP per Capita ($, current prices) 1,841 1,960 1,977 2,102 2,049 2,058
GDP Growth (%) 9.1 10.2 8.2 7.4 4.8 2.1
   Primary Sector 1.8 2.2 6.8 3.2 -2.1 1.7
   Secondary Sector 3.8 23.4 16.2 8.3 -0.5 4.7
   Tertiary Sector 11.2 9.2 6.9 7.8 6.8 2.0

B. Money and Inflation

Consumer Prices 6.2 7.6 -1.4 3.0 -1.2 0.7
Money Supply (M2) 26.0 23.1 22.8 3.6 4.1 9.0

C. Government Finance

Revenuec 28.9 31.0 31.8 33.8 37.8 36.5
Expenditure 31.4 32.3 33.8 38.1 42.4 41.7
Overall Surplus/Deficit (-) -2.5 -1.4 -2.0 -4.3 -4.6 -5.2

D. Balance of Payments

Merchandise Trade Balance (% of GDP) -40.3 -42.7 -41.9 -46.9 -41.9 -42.6
Current Account Balance (% of GDP) -1.6 -6.8 -4.5 -14.6 -9.5 -10.9
Export ($) Growth (%) -6.0 16.4 2.8 -4.3 18.8 -1.7
Import ($) Growth (%) 12.6 15.6 1.5 13.6 -3.4 2.0

E. External Payments Indicators

International Reserves ($ million) 77.6 99.7 119.9 128.5 124.1 94.3
   (months of imports of goods and NFS) 2.6 3.0 3.5 3.3 3.3 2.5
External Debt Service (% of exports of goods and NFS) 3.2 6.9 3.5 3.9 4.2 4.4
External Debt (% of GDP) 38.5 35.6 38.9 38.1 41.0 42.5

G. Memorandum Items
GDP (current prices, $ million) 460.4 500.8 515.7 559.3 556.2 568.0
Exchange Rate (Rf per $) 11.77 11.77 11.77 11.77 11.77 12.29

GDP = gross domestic product, NFS = nonfactor services.
a     Provisional estimates.
b     Provisional projections.
c     Including grants.
Source: Ministry of Planning and National Development, Maldives Monetary Authority, and the International Monetary Fund.

(annual percent change)

(percent of GDP)

ECONOMIC, SOCIAL, AND ENVIRONMENT INDICATORS
Table A1.1: Economic Indicators
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Table A1.2: Social and Environment Indicators

Indicators 1980–1985 2001a 

Population
Total Population (1,000) 180 270
Annual Population Growth Rate (%) 3.4 1.9

Social 1987–1992 Latest Year
Total Fertility Rate (births per woman) 6.0 5.8 (1995–2000)
Maternal Mortality Rate (per 100,000 live births) 480 350 (1980–1999)
Infant Mortality Rate (per 1,000 live births) 55 20 (1999)
Life Expectancy at Birth (years) 62 73 (1999)
     Female — 73 (1999)
     Male — 72 (1999)
Adult Literacy Rate (%) — 99 (1999)
Primary School Enrollment Rate (% of school age population) — 98 (1999)
Secondary School Enrollment Rate (% of school age population) — 50 (1998)
Child Malnutrition (% of children under age five) 56.1 (1980–1985) 43 (1995–2000)
Population with Access to Safe Water (%)
      Rural 58 (1980–1985) 77 (1987–1992)
      Urban 12 (1980–1985) 68 (1987–1992)
Population with Access to Health Care (%) 25 (1980–1985) 75 (1987–1992)
Public Education Expenditure as % of GDP 4.4 (1985) 9.54 (1999)
Public Health Expenditure as % of GDP — 5.1 (1998)
Human Development Index 0.497 (1990) 0.739 (1999)
Human Development Index Rank 112/173 (1990) 77/162 (1999)

Environment 1980–1995 Latest Year
Total Dryland Area (ha.' 000) — 30 (1995)
Per Capita CO2 Emissions (metric tons) — 1.2 (1997)
Per Capita Commercial Energy Consumption (KOE) 89 (1980) 139 (1994)

— = not available, ha = hectare, KOE = kilogram of oil equivalent.
a  Preliminary results of Census 2000.
Sources:  Maldives Ministry of Planning and National Development. 2000. Statistical Yearbook of Maldives 2000; United Nations Development                     

                 Government of Maldives.
                 Programme. 2001. 2001 Human Development Report; Programs Department (West), Division 1, Asian Development Bank; and the 
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Indicator % Latest Year

Population Below High Poverty Line (Rf15a per day) 43 1998
Population Below In-Between Poverty Line (Rf10 per day) 22 1998
Population Below Low Poverty Line (Rf7.5 per day) 13 1998

a The rufiyaa was depreciated from 11.77 to the dollar to 12.80 on 25 July 2001. Rf15 is equivalent to $1.27 and $1.17 according 
  to the previous and current exchange rates, respectively.
Source: Ministry of Planning and National Development and United Nations Development Programme. 1998. Vulnerability and 
              Poverty Assessment.  Malé.

Poverty Indicators
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PORTFOLIO PERFORMANCE
Table A3.1 :  Implementation, Disbursement Performance and Postevaluation Results

Public Sector Projects only
(as of 31 December 2001)

 Rating (No.) 
     A. Project Portfolio Implementation Progress Development Objectives

 $ million % No. % HS S PS U HS S PS U

        Agriculture and Natural Resources 0.0 0.0 0 0 0 0 0 0 0 0 0 0
        Energy 6.4 32.5 1 33 0 1 0 0 1 0 0 0
        Finance and Industry 0.0 0.0 0 0 0 0 0 0 0 0 0 0
        Social Infrastructure 13.3 67.5 2 67 0 2 0 0 0 2 0 0
        Transport and Communications 0.0 0.0 0 0 0 0 0 0 0 0 0 0
        Others/Multisector 0.0 0.0 0 0 0 0 0 0 0 0 0 0

Total 19.8 100.0 3 100 0 3 0 0 1 2 0 0

     B. Disbursements OCR

         Total funds available for withdrawal ($ mn, active loans only)
         Disbursed amount ($ mn, cumulative, active loans only)
         Percentage disbursed [(2)/(1)] (%)
         Disbursements ($mn, active loans only, latest year)
         Disbursement ratio  (%) a

     C.  Net Transfer of Resourcesb  ($ million) OCR Total

1996
1997  
1998
1999
2000

2001 (30 September 2001)

     D.  Post-Evaluated Projects
         1. Postevaluation Rating (as of 31 December 2001) No. %

              Highly Successful 0 0
              Successful 2 100
              Partly Successful 0 0
              Unsuccessful 0 0
              No Rating 0 0

Total 2 100
    

         2.  Postevaluation Rating by Sector  Highly Successful Partly Successful Unsuccessful Total
              1996-01 (as of 31 December 2001) No. % No. % No. % No. % No. % No. %

             Agriculture and Natural Resources 0 0.0 0 0.0 0 0.0 0 0.0 0 0.0 0 0.0
             Energy 0 0.0 1 50.0 0 0.0 0 0.0 0 0.0 1 50.0
             Finance and Industry 0 0.0 0 0.0 0 0.0 0 0.0 0 0.0 0 0.0
             Social Infrastructure 0 0.0 0 0.0 0 0.0 0 0.0 0 0.0 0 0.0
             Transport and Communications 0 0.0 1 50.0 0 0.0 0 0.0 0 0.0 1 50.0
             Others/Multisector 0 0.0 0 0.0 0 0.0 0 0.0 0 0.0 0 0.0

Total 0 0.0 2 100.0 0 0.0 0 0.0 0 0.0 2 100.0
    

ADF = Asian Development Fund; HS =  highly satisfactory; OCR = ordinary capital resources; S = satisfactory; PS =  partially satisfactory; U =  unsatisfactory. 
a   Ratio of disbursement during the year over the undisbursed net loan balance less cancellations at the beginning of the year.  Effective loans during the year have also been added
    to the beginning balance of undisbursed loans.
b   Includes private sector projects for countries with private sector operations.
Source :   Programs Department (West) (A), Controller's Department (B & C), Operations Evaluation Office (D) of the Asian Development Bank.

1996 - 2000

Successful No Rating

0.00 0.70
0.00 1.56

0.70
0.70

0.00 0.83 0.83
0.00 -0.20 -0.20

0.00 5.70 5.70
0.00 2.50 2.50

0.00 14.88 14.88

ADF

0.00 0.24 24.04
0.00 2.73 2.73

0.00 19.80 19.80
0.00 4.76 4.76

Net Loan Amount Total

ADF Total



   

Table A3.2: Status of Project Implementation
(as of 31 December 2001)

Net Loan Cumulative Cumulative
Amount Loan Loan Physical Disburse- Contracts  Project Performance Rating  

Sector/ Loan ADF Approval Effectiveness Loan Closing Date Progress ments Awards Implementation Development
Subsector No. Project Name ($mn) Date Date Original Revised (%) ($mn) ($mn) Progress Objective

Energy 1532 Third Power System Development 6.43 Sep. 97 Apr. 98 Jun. 01 Jun. 02 68 2.37 5.97 S HS

Social 1637 Postsecondary Education Development 5.91 Sep. 98 May. 99 Jul. 04 40 0.45 1.69 S S

Social 1695 Regional Development 7.43 Sep. 99 Mar.00 Dec. 04 42 1.94 3.74 S S

TOTAL 19.77 4.76 11.41
HS = highly satisfactory; S = satisfactory.
Note:  A loan is considered closed when the loan account is closed
Source:  Project Coordination and Procurement Division (COPP), Asian Development Bank

Appendix 3, page 2
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SECTOR STRATEGIES 

 
A.  Education 
 
1. The education system in the Maldives consists of five years of primary school (grades 1–
5), three years of middle school (grades 6–8), two years of secondary school (grades 9–10), 
and two years of upper secondary school (grades 11–12), operated by both the public and 
private sectors.1 The Government is implementing a revised education system that will include 
seven years of primary (grades 1–7), three years of lower secondary (grades 8–10), and two 
years of higher secondary (grades 11–12) school. No university education is available in the 
country; students seeking degree programs go overseas usually through aid-sponsored 
fellowships. In recognition of the need to develop postsecondary skill training capacities to 
alleviate the country’s substantial gap in various skills, the Government has established several 
institutes and centers under line ministries, to provide training in teaching, health sciences, 
technical education, management, hotel and catering services, and nonformal education. The 
Maldives College of Higher Education (MCHE), established in 1998, brings together 
Government institutes and centers of tertiary education under an organized system and 
strengthens their services and administration.  

2. Asian Development Bank (ADB) support in the education sector will focus on 
postsecondary education and skills development.  The support will aim to improve 
postsecondary education quality and make it accessible to more Maldivians by strengthening 
capacity, upgrading academic programs, and supporting distance education. These will involve 
fellowships and scholarships, short-term training programs, study visits, and consultant services 
to improve the management and planning capacity of MCHE as the national institution of 
postsecondary education. Program offerings will be increased, curricula will be made more 
relevant, and some diploma programs will be upgraded to degree programs. Vocational training 
will be supported in parallel to facilitate broad-based skill development. Distance education will 
be supported to address postsecondary needs in the atolls where most low-income Maldivians 
reside.  Improving the quality of primary education could also be considered in coordination with 
the World Bank, which is a key player in primary and secondary education. 

B. Gender and Development  
 
3. The Maldives ranks highest of the South Asian countries on the gender development 
index (GDI) of the United Nations Development Programme (UNDP). Life expectancy increased 
from 65 in 1990 to 72 in 1999 for men and from 64 to 73 for women. The ratio of females to 
males is 105. The Maldives is a seafaring nation and migration of men for employment is very 
common. In fact the Vulnerability and Poverty Assessment2 reports that in some islands over 50 
percent of the households are headed by women. The mean marriage age is 16.8 years for 
women. While marriage and childcare laws appear equitable, and are meant to be so, their 
implementation in the society and impact on men and women is very different. Very few women 
are in the Government administration: the Maldives currently has only one female minister, who 
heads the Ministry of Women's Affairs and Social Security (MOWASS), two deputy ministers, 
and one assistant island chief. 

                                                           
1 The private sector manages 100 percent of the nursery and kindergarten schools, about 58 percent of primary 

grades 1–5, 39 percent of grades 6 and 7, and 14 percent of grades 8–10.  
2 Ministry of Planning and National Development and United Nations Development Programme. 1998. Vulnerability 

and Poverty Assessment. Malé. 
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4. While overt and deliberate sex-based discrimination is totally absent in the Maldivian 
psyche, gender and poverty-related disparities and concerns are surfacing as a consequence of 
rapid economic development and breakdown of the traditional systems of familial and social 
relations. Encouragingly, the Government is open-minded about the need to improve gender- 
related issues. Several initiatives have been taken recently to understand the conceptual basis 
and methods to mainstream gender and initiate affirmative action to remove structural barriers 
to women’s participation in the Government administration. As an example, recently, the 
Government separated the administrative and religious functions of island chiefs, opening the 
doors for women to participate in island development more actively, a role that hitherto was not 
possible as they were not entitled to perform the religious duties of an island chief. 
Simultaneously, ADB’s goal of poverty reduction, and thrust of the policy to focus on growth, 
social development, and governance, provides a unique opportunity for collaboration to improve 
the gender-related indexes.  

5. In 2001, ADB prepared a country briefing paper, Gender and Development in the 
Maldives: Scenarios and Opportunity, in consultation with the Government, civil society, 
nongovernment organizations (NGOs), and other funding agencies. The paper proposes a 
framework for action for 2002–2006. The framework sets a goal to adopt mainstreaming as a 
key strategy in promoting gender equality. To achieve the goal, ADB will encourage the 
Government to address the strategic needs of women by strengthening MOWASS; improving 
the women’s decision-making role in administration and island management, improving the legal 
position of women with heightened legal literacy among women, and enhancing the role of 
NGOs to give visibility to gender inequities and help improve the position of women. ADB will 
also assist the Government to address the practical needs of women by enhancing women’s 
participation in reproductive health decisions, increasing women’s access to higher education, 
increasing women’s access to market demand-oriented vocational training, and increasing 
employment opportunities for women. 

C. Energy 
 
6. The previous ADB loan and technical assistance (TA) programs in the energy sector have 
provided help to meet the electricity demands in Malé and to undertake institutional development of 
the State Electric Company (STELCO). Consequently, electricity supply in Malé has been 
substantially improved and STELCO is now profitable and financially sound. Further development 
of electricity supply in Malé will no longer require foreign aid. Consistent with the Government’s 
national development plans and ADB’s poverty reduction strategy, ADB has shifted its focus to 
rural electrification in the atolls. 

7. Despite significant progress, electricity supply in the atolls is still inadequate. Operation 
hours are often restricted, quality is usually poor, and systems are inefficient. This inadequate 
electricity supply in the outer islands limits the living standards of the populations, inhibits a wide 
range of development on the islands, and increases vulnerability of the population. A loan for outer 
islands electrification to be processed in 2001 aims to improve electricity supply in about 40 outer 
islands on a sustainable and affordable basis, and thereby promote local economic development 
and improve the standards of living, which in turn will reduce the poverty and vulnerability of the 
outer island populations. 

8. One of ADB's sector strategies is to improve the institutional development and 
strengthening of sector institutions. ADB's earlier projects have assisted STELCO with 
management strengthening and human resource development. While STELCO has made 
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significant progress in institutional development, electricity utilities running power supply systems in 
the outer islands still need to be much improved. To regulate the sector, the Government 
established the Maldives Electricity Bureau (MEB) in January 1998 under a presidential decree. 
MEB is responsible for establishing the standards of electricity supply and regulating the electricity 
service providers including tariff settings. However, MEB has only a skeleton staff and its current 
operational practices are ad hoc and informal. The lack of a national code or standards for 
electricity supply has led to poor safety and quality standards of power supply systems, particularly 
in the outer islands. The outer islands electrification project will aim to build the institutional capacity 
of the outer island electricity utilities and MEB. As a medium- and long-term measure, ADB will 
continue to assist the Government in evolving appropriate strategies to improve the fairness and 
efficiency of the regulatory function in the power sector. 

9. ADB also recognizes the Government's efforts and the need to develop environmentally 
sustainable energy resources in the Maldives where diesel generator sets significantly contribute to 
local pollution and greenhouse gas emissions. Therefore, future ADB assistance will help to 
promote environmentally sustainable renewable energy technologies and remove barriers to 
enhance the adoption of such technologies.       

D. Finance and Public Sector 
 
10. A major challenge, highlighted in the Sixth National Development Plan, is to promote 
sustainable economic growth with greater participation by the private sector as the driving force of 
growth. The role of the public sector should be redefined to be an enabler of development rather 
than a direct provider of employment and output. This will require the Government to establish a 
policy and legal environment that facilitates private sector development, and in so doing, make its 
function more transparent, accountable, and efficient. Reforming the financial sector and 
enhancing public sector management capacity are therefore key operational strategies for ADB in 
the Maldives. 

11. The financial sector is currently dominated by banking, and it caters mostly for the working 
capital needs of tourism and trade. The Maldives Monetary Authority has most normal powers and 
obligations of a central bank, including issuing currency, licensing, supervising and regulating 
commercial bank operations, undertaking banking activities on behalf of the Government, and 
managing international reserves and the exchange rate. The commercial banks are the principal 
institutions for mobilizing savings and for providing foreign exchange to the private sector. Business 
enterprises to a large extent rely on short- and medium-term loans from the commercial banks in 
Malé. The Maldives has no long-term financing institutions or securities market. Activities of 
commercial banks are concentrated in retail banking. Less than a quarter of their lending is for 
longer term capital investment, and these are only for about 3–5 years. 

12. Development of institutional savings to finance long-term investments and to extend the 
reach of development finance to the outer islands are two key financial sector development goals. 
Greater competition in the financial markets will need to be promoted to achieve these objectives. 
A shift from direct to indirect instruments of monetary control, including the issuance of treasury 
bills and an auction system, removal of controls over bank-specific credit ceilings, and a gradual 
reduction of the high reserve requirement ratio, are essential to promote a more competitive 
financial sector. Another way of enhancing competition among banks is to introduce additional 
banking and nonbanking financial institutions and instruments.  

13. The development of the capital market would be helpful in meeting the shortages of long-
term capital for financing investments and providing a channel for mobilizing domestic savings as 
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an alternative source of longer term finance other than bank deposits. Capital market development 
is being advanced by International Finance Corporation (IFC) initiatives aimed at establishing a 
leasing company and efforts to strengthen the public pension fund. Some Maldivian companies 
have already tapped regional capital markets, a trend that merits continued support.  

14. Capacity building in the financial sector is required in several key areas, including 
macroeconomic policy management toward market-based systems; establishment of suitable 
credit facilities for small and medium enterprise development outside of Malé; examination of the 
feasibility of a new private sector bank; enhancement of the capacity of the Bank of Maldives for 
long-term lending, credit line management, and development lending; and development of 
nonbank financial institutions such as a leasing company, the Provident Fund, and life assurance 
enterprises.  

15. ADB’s assistance to improve public sector management will continue to support improved 
macroeconomic policy measures including fiscal management; capacity building for the 
government financing system (public accounting, public expenditure management, tax and import 
duties collection, budgeting system, and auditing system); and assistance in privatization and 
revenue mobilization. Improving the quality, prioritization, and coordination of public expenditures; 
establishing the institutional capacity to undertake divestiture in a sound and transparent manner; 
and introducing new tax measures to enhance the revenue base would assist the Government to 
maintain sound fiscal control. To promote private sector participation in utilities, public oversight of 
the utility service providers will be enhanced. In conjunction with the special effort made to enhance 
the capacity of the institutions presently regulating the telecommunications and energy providers, 
ADB will assist the Government to establish an independent utility regulatory authority that can 
exercise effective oversight of both national and atoll service providers.  

E. Telecommunications 
 
16. Telecommunications services in the Maldives consist of fixed line local and long distance 
(including international) telephone services, cellular mobile access, telex, paging, packet switched 
data, and Internet services. All such services are provided solely by Dhiraagu, a joint venture 
company formed by the Government and the Cable and Wireless Corporation of the United 
Kingdom in 1988. With its exclusive rights for basic voice services renewed in 1995, Dhiraagu’s 
current license continues to 2009.  

17. The telecommunications infrastructure and services have expanded rapidly over the last 
decade. Since 1997, the Maldives telecommunications system has expanded to include Haa 
Alifu, Haa Dhaalu, and Shaviyani in the north and has become truly a national system. In the 
south, the Gaafu Alifu, Gaafu Dhaalu, Gnaviyani, and Seenu atolls3 are internally connected by 
a microwave trunk network and very high and ultra-high frequency radio links and are 
connected to Malé via satellite; major earth stations exist in both Hithadhoo and Malé. That 
universal access to telephone service was achieved in May 1999 represents a substantial 
technical and social achievement. The overall quality of telecommunications access and service 
in the Maldives compares very favorably with that found in other countries in the region.  

18. Effective telecommunications access consists of both physical access to the system and 
the ability to afford to use the system in an efficient manner. Currently, the telephone and 
Internet physical access provided by Dhiraagu partially satisfies the first condition for telephone 
                                                           
3 The word “atoll” originates in the Maldives. For geographical purpose, it is one of 26 groups of islands, normally 

consisting of a coral reef surrounding a lagoon. For administrative purposes, it is one of 20 administrative units of 
the Maldives. 

38



 Appendix 4, page 5 

services, but less so for Internet access, which is often connected at below capacity speeds and 
is often undependable outside Malé. The costs of telephone service, especially international 
calls and Internet access, is almost prohibitive for economic use by users.  

19. The affordability of telecommunications services can be improved by promoting 
competition in the market and introducing an appropriate regulatory regime. Government policy 
foresees the introduction of new Internet service providers into the Internet market as a means 
of improving the affordability of these services. Cellular mobile service and long distance calling 
are both potentially profitable activities for private providers and could draw private sector 
interest. The present system of intranational telephone services, however, is a natural monopoly 
and it is unlikely that any private competitor will find it profitable to enter the market. An 
independent and transparent regulatory regime, therefore, emerges as an important issue to 
ensure the affordability of telecommunications services. 

20. ADB’s strategy for the sector is to establish a national policy that will spell out the 
principles for a sector regulatory regime and restructuring of the telecommunications market. 
For the sector regulatory regime, the ultimate goal ADB is pursuing is the establishment of an 
independent regulatory body, separated from policymaking and service provision. The 
independent regulatory body should be mandated to (i) set technical standards; (ii) license 
carriers; (iii) regulate carriers’ tariffs; (iv) monitor quality of service and initiate corrective actions 
if necessary; (v) approve programs for construction and capital investment; (vi) set financial, 
administrative, and technical terms for interconnection; (vii) control the approval of the type of 
equipment for each customer and the connection to the public network; and (viii) consider 
complaints from users and take corrective action if necessary. 

21. Restructuring of the telecommunications market is concerned with opening it to 
competition, and privatization of the state-owned operator. ADB’s strategy for market 
restructuring is to follow the steps of (i) incorporating the dominant state-owned operator; (ii) 
liberalizing value-added and other nonbasic services; (iii) selling a minority share in the 
dominant state-owned operator with exclusivity in fixed voice services for a limited period of 
time; (iv) selling the majority of shares; (v) removing exclusivity and opening all services to 
competition; and (vi) selling all shares, retaining only a symbolic share.  

22. These strategies can be reinforced by encouraging appropriate legislation to implement 
the telecommunications sector policy. ADB’s intervention in the sector will, therefore, address 
passage of laws that will support telecommunications sector reform.  

23. ADB will assist the Government to take advantage of the improvements in 
telecommunications access and service to enhance public sector governance. As improvements 
in the telecommunications policy are implemented, and as the public sector information network 
is established, the scope for using modern telecommunications facilities to deliver services to 
remote island communities will be increased. ADB will assist the Government to build the 
expanded network to offer a range of electronic education, health, and commerce facilities, 
bringing services, market links, and other valuable information to people in the remote atolls.  

F. Transport and Regional Development 
 
24. The existing Government regional development and resettlement program has proven 
very expensive to implement. Practically every island is demanding better quality social 
services, improved electrification, and improved port and jetty facilities. Moreover, demand for 
resettlement exceeds the resources that Government has at its disposal. The current 
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resettlement policy may be soon superseded by a population consolidation policy that makes 
more limited provision for public sector resettlement support. Implicit in the new population 
consolidation policy is that some islands will be selected for the accelerated development of 
infrastructure, and that others will receive less priority. The 20 administrative atolls will be 
grouped into five regions; within each region, the Government will concentrate its public 
investment and institutional support to develop a regional growth center. In addition to the 
regional growth centers, the islands that are likely to receive accelerated development are 
termed focus islands, and the others, primary islands.   

25. Understandably, the islands designated as focus islands have not been publicly 
announced. Nevertheless the Government has supplied a prioritized list of 97 islands on which it 
wants electricity improvements to be concentrated on within the coming five years. ADB will 
support the process of encouraging population consolidation by helping to develop the regional 
growth centers and to improve the legal system for the security of property and land tenure of 
host communities and migrating people. 

26. Ongoing ADB investments support the Government's strategy of creating focal points for 
economic growth in the north and south atolls. The ongoing regional development project will 
improve the living environment of the inhabitants of 13 focus islands: Baarah, Dhidhdoo, Fillado, 
Hanimadhoo, Kelaa, Kulhuduffushi, Kumundhou, and Nolhivaram in the northern development 
region (NDR) and Feydhoo, Hithadhoo, Maradhoo and Maradhoo-Feydhoo in the southern 
development region (SDR). Ongoing ADB-supported efforts include construction of permanent 
regional development and management offices in both Kulhuduffushi and Hithadhoo; training of 
local staff, upgrading of a 17-kilometer road from Gan to Hithadhoo; upgrading of streets in the 
focus islands; provision of rainwater collection and storage for 2,000 individual households in 
the NDR and SDR; provision of appropriate technology solutions to sanitation for 1,000 
households in the NDR; construction of a 70-meter bridge and a 200-meter culverted causeway 
in the SDR (for environmental reasons), provision of solid waste disposal and septic tank 
desludging; and the setting up of permanent environmental monitoring of the freshwater lens, 
the coastal geomorphology, and the marine ecology of the 13 focus islands. 

27. A second regional development project is envisaged. This will assess the scope for 
developing a regional growth center in the north-central, south-central, and central atolls. In the 
proposed growth center sites, better transport facilities, clean drinking water, and sewage and 
sanitation facilities may be required. Efforts will also be made to strengthen decentralized atoll 
management through the establishment of regional development and management office in 
these atolls. Regional offices and atoll administrations will need to be strengthened to facilitate 
participation by the island populations and to exercise their support and oversight functions.   
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DEVELOPMENT PARTNERS––ASSISTANCE PROGRAMS, 2000–2004 
 

Key Development Challenges 

Agency Commitment 
(2000-2004) Protecting the 

Environment 

Macroeconomic 
Framework and 
Public Sector 
Management 

Human 
Development Infrastructure Business 

Environment 
Other Sectoral 

Issues 

Asian 
Development 
Bank 

•  Commitments 
for projects: 
$17.5 million in 
2001, $17 
million over 
2002–2004 

•  Actual support 
to be 
determined by 
performance-
based 
allocation. 

•  TA support 

 •  Information 
technology 
development for    
(electronic 
Government) 
($9.5 million) 

•  Strengthening 
public accounts 
system ($5 
million) 

•  TA for custom 
services; 
divestiture and 
revenue 
diversification; 
graduation 
planning; 
national 
statistics. 

•  Postsecondary 
education 
development and 
vocational 
training ($5 
million) 

 

•  Outer islands 
electrification 
($8 million) 

•  Regional 
development 
($7 million) 

•  TA for science 
and technology 
masterplan; TA 
for transport 
masterplan 

•  TA for small and 
medium 
enterprise 
development 

•  TA for social 
security system 

International 
Development 
Association 

•  Commitments 
for project: 
$17.6 million in 
2000, $15 
million–$20 
million in 2003 

•  Support after 
2003 to be 
determined by 
outcome of 
PER, PRSP, 
and role of other 
agencies. 

  •  Third Education 
and Training 
Project ($17.6 
million) 

•  FY2003 project in 
Human 
Development 
($15 million) 

•  Distance learning 

 •  Policy advice 
and dialogue 

•  TA to 
establishment 
an appropriate 
legal and 
regulatory 
framework for 
promoting 
efficient use of 
land and  
developing  
land/ housing 
markets. 

International 
Finance 
Corporation 

•  Possible lines of 
credit to 
establish or 
expand resorts 

    •  TA to establish 
a leasing 
company 

•  TA to support 
growth in 
tourism 



Key Development Challenges 

Agency Commitment 
(2000-2004) Protecting the 

Environment 

Macroeconomic 
Framework and 
Public Sector 
Management 

Human 
Development Infrastructure Business 

Environment 
Other Sectoral 

Issues 

International 
Monetary Fund 

Policy advice on 
macroeconomic 
policy and 
management 

 •  Advice on fiscal, 
monetary, and 
exchange rate 
policies 

    

Japan Grants for 
infrastructure: 
about $9.5 million 
annually 

•  Environmental 
infrastructure: 
Water-
breaks/seawalls 

 •  Human resource 
development 

•  Outer islands 
electrification 

  

Islamic 
Development 
Bank 

Likely 
concessional 
project loans: $15 
million over 3–4 
years 

  •  Institute of Health 
Science Project 

•  Regional 
development 

  

Kuwait Fund 
for Arab 
Economic 
Development 

Likely 
concessional 
project loans: $15 
million over 3–4 
years 

   •  Airport 
upgrading 

•  Regional port 
development 

  

United Nations 
Agencies 

Grant-based 
development 
support 

•  Management of 
coastal 
resources 
(UNDP) 

•  Institutional/ 
policy 
framework for 
environmental 
protection 
(UNDP) 

•  Capacity building 
for the 
management of 
development at 
national and 
atoll/island levels 

•  Strengthening 
postsecondary  
training institutes 
(UNDP) 

•  Health/nutrition/ 
population 
programs 
(UNFPA, 
UNICEF, WHO) 

  •  Promotion of 
income-
generating 
activities 
(UNDP) 

Australian 
Agency for 
International 
Development 

Grant-based 
support for human 
development and 
environmental 
protection 

•  Protected areas 
system project 

 •  Tertiary education 
scholarships 

•  Outer atolls health 
promotion project 

   

Denmark/ 
Danida 

Grants for 
infrastructure: 
about $13 million 
for 4-5 years 

   •  Fuah Mulaku 
Harbor 
development 
project 

 •  Ice plants 
(fisheries) 

PER = public expenditure review, PRSP = poverty reduction strategy paper, TA = technical assistance, UNDP = United Nations Development Programme, UNFPA 
= United Nations Population Fund, UNICEF = UN International Children’s Fund, WHO = World Health Organization. 
Source:  World Bank, Country Assistance Strategy, December 2000; Asian Development Bank. 
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Thematic Year of Total ADB Gov't Cofinancing
Priority PPTA OCR ADFa Total (Others)

Others
Strengthening Public Accounting GG 2001 6.3 0 5.0 5.0 1.3 tbd

System

Social Infrastructure
Second Regional Development HD/ENV 2002 9.0 0 7.0 7.0 2.0 tbd

Social Infrastructure
Postsecondary Education and HD 2001 7.0 0 5.0 5.0 2.0 tbd
   Skills Development

ADB = Asian Development Bank, ADF = Asian Development Fund, CPI = core poverty intervention, ENV = environmental protection, GG = good governance, 
HD = human development, OCR = ordinary capital resources, OTH = others, PI = poverty intervention, PPTA = project/program preparatory technical assistance, 
tbd = to be determined.
a Loan amounts for 2002-2004 are subject to adjustment according to performance-based allocation.

Table A6.1: Lending for 2002–2004

OTH

Project Cost ($ million)

PI

2004 Loan Pipeline

Sector/Project Name

2002 Loan Pipeline

Classification 
Poverty

2003 Loan Pipeline

CPI

LENDING AND TECHNICAL ASSISTANCE FOR 2002–2004
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Type
Project of TA ADBa Others Total

Social Infrastructure
Second Regional Development PPTA 500        500        

Subtotal 500        500        

Industry and Finance
Divestiture and Revenue Diversification ADTA 400        400        

Subtotal 400        400        

Transport and Communications
Transport Masterplan ADTA 300        300        

Subtotal 300        300        

Total 1,200     1,200     

Industry and Finance
SME Development in the Atolls PPTA 500        500        

Subtotal 500        500        
Other

Debt Management ADTA 500        500        
Establishment of Department/Bureau of Statistics ADTA 200        200        

Subtotal 700        700        

Total 1,200     1,200     

Transport and Communications
Applying Information Technology Network for Poverty Reduction PPTA 500        500        

Subtotal 500        500        

Others
Graduation Planning ADTA 500        500        
Capacity Building of Public Services Department ADTA 150        150        

Subtotal 650        650        

Total 1,150     1,150     

ADB = Asian Development Bank, ADTA = advisory technical assistance, PPTA = project preparatory technical assistance,
SME = small and medium enterprise; TA = technical assistance.
a TAs equivalent to $1 million each year will be selected during the country program confirmation mission.

2004 Technical Assistance Program

2003 Technical Assistance Program

Table A6.2: Technical Assistance for 2002–2004

2002 Technical Assistance Program

Amount ($'000)
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2003-2004
No.       % No.           %

A. By Poverty Classification

1. Core Poverty Intervention 0 0.0 1 50.0
2. Poverty Intervention 0 0.0 1 50.0
3. Others 1 100.0 0 0.0

Total 1 100.0 2 100.0

B. By Thematic Priority

1. Economic Growth 0 0.0 0 0.0
2. Human Development 0 0.0 2 100.0
3. Gender and Development 0 0.0 0 0.0
4. Good Governance 1 100.0 0 0.0
5. Environmental Protectiona 0 0.0 0 0.0
6. Private Sector Development 0 0.0 0 0.0
7. Regional Cooperation 0 0.0 0 0.0

Total 1 100.0 2 100.0

C. By Sector

1. Agriculture and Natural Resources 0 0.0 0 0.0
2. Energy 0 0.0 0 0.0
3. Industry 0 0.0 0 0.0
4. Finance 0 0.0 0 0.0
5. Transport and Communications 0 0.0 0 0.0
6. Social Infrastructure 0 0.0 2 100.0
7. Others/Multisector 1 100.0 0 0.0

Total 1 100.0 2 100.0
a One loan in 2003 also meets the criterion for environmental protection classification as a thematic priority.

Table A6.3: Poverty Classification, Thematic Priority, and Sector

2002
Classification
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PROJECT SELECTION BRIEFS 

Table A7.1: Strengthening Public Accounting System 

A.  Data 

Project Number  To be determined 
Country   The Maldives 
Sector  Others 
Subsector  Public accounting/budget/auditing 
Project Division  SAGF 
Contact Person in Projects 
Division  

Jiro Tsunoda 

Programs Division   SAOC 
Tentative Loan Amount According 
to CSP  

$5 million 

Proposed Lending Modality  Project loan 
PPTA  Capacity Building for Maldives Public Accounting System (Phase II) 
Proposed PPTA Amount  $150,000 
Attached ADTA   None 
Proposed ADTA Amount   
Start Predesign Phase   October 2001(PPTA Fact Finding)  
Start Design Phase  February 2002 (PPTA Tripartite-Loan Fact Finding) 
Approval Year According to CSP  2002 
Proposed Executing Agency  Ministry of Finance and Treasury 
Contact Person in Proposed 
Executing Agency  

Riluwan Shareef, Executive Director 

B.  Description 
Brief  Rationale of Project  Good governance: Implementation of the new public accounting 

system will (i) enhance accountability and facilitate accurate 
recording of financial transactions; (ii) produce relevant, reliable, and 
timely information for effective planning, management, and control of 
public finance; and (iii) allow the development of effective fiscal 
operations and macroeconomic policy. 

Summary of Preparatory Work by 
DMC and/or ESW by ADB or 
Others 

TA 3320: Capacity Building for Maldives Public Accounting (Phase I) 
has recommended a whole design of the a new public accounting 
system for the Maldives, which is a computerized double-entry cash- 
based public accounting system with a central ledger and cheque 
production unit under the control of the Ministry of Finance and 
Treasury. It has encompassed preparing relevant legislation and 
instructions as well as improving budget procedures and training and 
human resource needs. The minister-level advisory committee 
resolved to adopt the design of public accounting system on 5 April 
2000.  

Comparative Advantage of ADB 
in Proposed Project 

ADB has been a major funding agency for public sector 
management, in particular in improving the public accounting 
system. 

Rationale and Scope of attached 
ADTA  

 

Development Objective (thematic 
priority) 

Good governance 

Environmental Classification  C 

Social Issues To be reviewed  

ADB = Asian Development Bank, ADTA = advisory technical assistance, CSP = country strategy and program, DMC 
= developing member country, ESW = economic and sector work, PPTA = project/program preparatory technical 
assistance. 
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Table A7.2: Second Regional Development  

A: Data 
Project Number  33218 
Country   The Maldives 
Sector  Social infrastructure 
Subsector   
Project Division  SASS 
Contact Person in Projects 
Division  

N. Mawilmada 

Programs Division   SAOC 
Tentative Loan Amount 
According to CSP   

$7.0 million 

Proposed Lending Modality  Project loan 
PPTA  Second Regional Development  
PPTA Amount ($)  $500,000 
Attached ADTA   None 
Proposed ADTA Amount   
Start Predesign Phase   February 2002 
Start Design Phase  February 2003 
Approval Year According to 
CSP  

2003 

Proposed Executing Agency  Ministry of Finance and Treasury 
Contact Person in Proposed 
Executing Agency  

Riluwan Shareef, Executive Director 

B: Description 
Brief Rationale of Project  Large regional disparities are one of the challenges the country is 

facing. The proposed project will promote regional development by 
focusing development efforts on 2–3 areas as regional nodes. The 
project is likely to be a broad-based development effort including both 
physical infrastructure and environmental improvements such as water 
supply, sanitation, solid waste management, water quality monitoring, 
etc. This project is expected to help reduce pressure on Malé by 
providing both improved living conditions and better economic 
opportunities at a regional level. 

Summary of Preparatory Work 
by DMC and/or ESW by ADB or 
Others  

To be determined. 

Comparative Advantage of ADB 
in Proposed Project  

The first phase of this project was funded by ADB and aims at 
establishing regional development centers in the north and south 
development regions. Phase 2 will build on the lessons learned from 
the first phase, and will spread development to 2–3 more regional 
centers, i.e., north central, central, and south central. 

Development Objective 
(thematic priority) 

Human development and environmental management 

Environmental Classification  B 

Social Issues  Generating employment opportunities regionally, so that families can 
be reunited. 

ADB = Asian Development Bank, ADTA = advisory technical assistance, CSP = country strategy and program,     
DMC = developing member country, ESW = economic and sector work, PPTA = project/program preparatory 
technical assistance. 
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Table A7.3: Postseconday Education and Skills Development 

  
A: Data 
Project Number  To be determined  
Country  The Maldives 
Sector  Education 
Subsector  Postsecondary Education 
Project Division  SASS 
Project Team leader  Leah C. Gutierrez 
Programs Division  SAOC 
Tentative loan amount according to 
CSP  

$5 million 

Proposed lending modality  Project loan 
PPTA TA-MLD: Postsecondary Education and Skills Development  
Proposed PPTA amount  $400,000 
Piggy-backed ADTA  
Proposed ADTA amount   
Start Pre-Design Phase  2001 (TA fact-finding) 
Start Design Phase  2002 (Loan fact-finding) 
Approval Year according to CSP  2004  
Proposed Executing Agency    Ministry of Finance and Treasury 
Contact Person in proposed 
Executing Agency  

Riluwan Shareef, Executive Director 

B: Description 
Brief  Rationale of Project  
 

Nearly 10,000 students per annum are leaving the school system and 
require postsecondary and vocational education.  Demand for these 
services vastly exceeds domestic capacity to supply training.  Providing 
suitable skills training is essential to replace expatriate labor, which, at 
present, accounts for nearly a quarter of the labor force. Increasing the 
scope and relevance of postsecondary education and vocational training is 
one of the main human resource development challenges facing the 
Maldives. 

Summary of Preparatory Work by 
DMC and/or ESW by ADB or others  

The Government has reviewed the education system as background to its 
2000-2010 strategic plan.  ADB assistance in higher education has helped to 
establish a framework for domestic provision of postsecondary education 
services and has helped identify future needs. The Sixth National 
Development Plan has identified both the quality upgrading challenge for 
atoll primary schools, and the postsecondary training and skills development 
challenges as the two key education sector goals. The Maldives College of 
Higher Education has prepared a 10-year development plan that highlights 
future expansion and development requirements for that institution.  The 
World Bank's third education loan has attempted to address weaknesses in 
the provision of primary and secondary schooling and in monitoring 
education's performance.   

Comparative Advantage of ADB in 
Proposed Project  

ADB is a key funding agency for postsecondary education in the country. It 
is also the main funding agency for regional development. 

Rationale and Scope of attached 
ADTA  

 

Development Objective 
(thematic priority) 

Human development 

Environmental Classification  C 
Social Issues  To avoid the problem of unskilled youth unemployment and discontent in the 

atolls more generally, the Government needs to take urgent actions to 
expand access to relevant postsecondary training. 

ADB = Asian Development Bank, ADTA = advisory technical assistance, CSP = country strategy and program, DMC 
= developing member country, ESW = economic and sector work, PPTA = project/program preparatory technical 
assistance. 
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TECHNICAL ASSISTANCE CONCEPT PAPERS 
Table A8.1  Divestiture and Revenue Diversification 

 
A. Profile  
Department, Division, RM, Officer Concerned  SARD/SAGF, Jiro Tsunoda 
Type of TA (ADTA, PPTA, RETA)  ADTA 
Name of Loan Project to follow (if PPTA)   
Country/Region (as applicable)  The Maldives 
Sector/Subsector  Others (Governance) 
Poverty Classification and Thematic Prioritiesa  Support for ADB operations 
Program Yearb  2002 
Expected Approval Date (mo/yr)  To be determined 
Estimated Completion Date  To be determined 
B. Concept and Design 
1. Rationale (specific problem/issue to be 

addressed in TA) 
 

Development of the capacity to undertake divestiture of 
state-owned enterprises (SOEs) in a transparent and 
professional manner will facilitate the transition of 
Government from a direct provider of commercial and 
development services to an enabler of private and 
community service. One of the main policy 
impediments to divestiture is the Government’s 
dependence on the SOEs for revenue generation.  A 
draft business tax has been prepared but its 
introduction and refinement will need to be harmonized 
with the pace and breadth of the divestiture effort.  

2. Relation to Strategic Objectives (how the TA 
addresses the following)  
•  Poverty reduction/thematic priorities 
•  Country strategy (where applicable) 
•  Regional cooperation 

The TA will promote private sector participation in the 
economy through rationalized public sector activities. A 
broadened tax base will provide a base for more 
prudent fiscal and macroeconomic management.  

3. Scope (specific major components, e.g., 
capacity building) 

 

The TA will help the Government to develop an orderly, 
sequenced plan for divestiture of the SOEs and 
measures to mobilize alternative revenues through a 
broadened tax base.  

4. Expected Outcome and Monitorable 
Indicators 

 

An approach and plan for divestiture of SOEs will be 
established; and new taxation measures will be in 
place. 

5. Previous TA(s) on the Same Theme, in the 
Sector, Country, Region (last five years) 
•  Name, amount, status 
•  Assessment of outcome 

 

 

6. Executing Agency, Implementing Agency, 
Counterpart Agency (for RETA as 
applicable) 

Ministry of Finance and Treasury  

7. Cost and Financing Plan 
 

•  ADB Financing (JSF, TASF) 
•  Sources other than JSF/TASF 

$500,000 (TASF) 

8. Country, RETA IPF for relevant year $1.0 million 
 

ADB = Asian Development Bank, ADTA = advisory technical assistance, CSP = country strategy program, IPF = 
indicative planning figure, JSF = Japan Special Fund, PPTA = project/program preparatory technical assistance, 
RETA = regional technical assistance, RM = resident mission, TA = technical assistance, TASF = Technical 
Assistance Special Fund. 
a Economic growth, human development, gender and support for ADB operations. 
b Year of inclusion in CSP for transition period. 
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Table A8.2: Transport Masterplan  
 

A. Project Profile 
TA Name  Transport Masterplan 
Department/Division/RM/Officer Concerned  SARD/SAID, Dong-Soo Pyo 
Type of TA (ADTA/PPTA/RETA)  ADTA 
Name of Loan Project to follow (if PPTA)  Not available 
Country/Region (as applicable)  Maldives 
Sector/subsector  Transport 
Poverty Classification and Thematic Prioritiesa  Other/Private Sector Development 
Program Yearb  2002 
Expected Approval Date (month/year)  October 2002 
Estimated Completion Date  October 2003 
B. Project Concept and Design 
1. Rationale (Problem/issues to be addressed 

in TA.  Please be specific) 
 

 

Being an island nation and dispersed land areas, 
transport plays a critical role in economic development 
and people’s daily life. However, the development of a 
strategic plan for the transport sector has been ad-hoc 
and its benefits have not reached the poor in the atolls.   

2. Relation to strategic objectives (How the TA 
addresses the following)  
•  Poverty reduction/thematic priorities 
•  Country strategy (where applicable 
•  Regional cooperation 

 

The TA will address air/sea transport issues for 
improved international access, necessary for the 
country’s economic development. Also it will promote 
intracountry transport development for better 
accessibility for remote islands, which will facilitate 
regional development. 
 

3. Scope (major components, e.g., capacity 
building. Please be specific.) 

 

The TA will assist the Government to develop the 
country’s first transport masterplan. 

4. Expected outcome and monitorable 
indicators 

 

The transport masterplan will provide development 
goals and stipulate strategic directions for the sector 
and actual investment and policy reform programs over 
the coming years.  

5. Previous TA(s) on the same theme, in the 
sector/country/region (last five years) 
•  Name, amount, status 
•  Assessment of outcome 

 

 
Not applicable. 

6. Executing Agency, Implementing Agency, 
Counterpart Agency (for RETA as 
applicable) 

 

Ministry of Transport 

7. Cost and Financing Plan 
 

•  ADB Financing (JSF, TASF) 
•  Sources other than JSF/TASF 

 

 
$300,000 (JSF) 

8. Country/RETA IPF for relevant year 
 

$1 million 

ADB = Asian Development Bank, ADTA = advisory technical assistance, CSP = country strategy program, IPF = 
indicative planning figure, JSF = Japan Special Fund, PPTA = project/program preparatory technical assistance, 
RETA = regional technical assistance, RM = resident mission, TA = technical assistance, TASF = Technical 
Assistance Special Fund. 
a Economic growth, human development, gender and development, good governance, environmental protection, 

private sector development, regional cooperation, and support for Bank operations (for RETAs). 
b Year of inclusion in CSP or CAP for transition period. 
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Table A8.3: SME Development in the Atolls 
 
A. Profile  
Department, Division, RM, Officer Concerned  SARD/SAGF, Jiro Tsunoda 
Type of TA (ADTA, PPTA, RETA)  PPTA 
Name of Loan Project to follow (if PPTA)  SME Development 
Country/Region (as applicable)  The Maldives 
Sector/Subsector  Finance and Industry 
Poverty Classification and Thematic Prioritiesa  Core Poverty Intervention; Economic Development 
Program Yearb  2005 
Expected Approval Date (mo/yr)  Tbd 
Estimated Completion Date  Tbd 
B. Concept and Design 
1. Rationale (specific problem/issue to be 

addressed in TA) 
 

 

Lack of employment opportunities has been a major 
constraint to the development of the atolls. There is an 
acute lack of financial sector support for the financing 
SMEs and no suitable marketing and advisory services 
exist. Regulatory and policy impediments also inhibit 
the activities of these enterprises.  
The TA will prepare a loan project that will develop an 
integrated program aimed at enabling the development  
of SMEs in the atolls to support pro-poor growth. 

2. Relation to Strategic Objectives (how the TA 
addresses the following)  
•  Poverty reduction/thematic priorities 
•  Country strategy (where applicable) 
•  Regional cooperation 

In line with the ADB’s country strategy to reduce 
poverty through pro-poor growth, the TA will assist the 
Government to enhance the business development 
capability of atoll communities. 

3. Scope (specific major components, e.g., 
capacity building) 

 

The TA will aim at (i) reviewing the existing policy 
framework, and operational and legal environment for 
sustainable SME development, (ii) improving resource 
allocation, and (iii) enhancing institutional capacities. 

4. Expected Outcome and Monitorable 
Indicators 

 

An approach and plan for sustainable SME growth will 
be prepared. 

5. Previous TA(s) on the Same Theme, in the 
Sector, Country, Region (last five years) 
•  Name, amount, status 
•  Assessment of outcome 

 

 

6. Executing Agency, Implementing Agency, 
Counterpart Agency (for RETA as 
applicable) 

Ministry of Finance and Treasury  

7. Cost and Financing Plan 
•  ADB Financing (JSF, TASF) 
•  Sources other than JSF/TASF 

$500,000 (TASF) 

8. Country, RETA IPF for relevant year $1.0 million 
ADB = Asian Development Bank, ADTA = advisory technical assistance, CSP = country strategy program, JSF = 
Japan Special Fund, PPTA = project/program preparatory technical assistance, RETA = regional technical 
assistance, RM = resident mission, SME = small and medium enterprise, TA = technical assistance, TASF = 
Technical Assistance Special Fund. 
a Economic growth, human development, gender and support for ADB operations. 
b Year of inclusion in CSP for transition period. 
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Table A8.4: Applying Information Technology Network for Poverty Reduction  

A. Profile  
Department, Division, RM, Officer Concerned  SARD/SAID 
Type of TA (ADTA/PPTA/RETA) PPTA 
Name of Loan Project to follow (if PPTA) Applying Information Technology Network for Poverty  

Reduction 
Country/Region (as applicable) Maldives 
Sector/subsector Transportation and Communications 
Poverty Classification and Thematic Prioritiesa Core Poverty Intervention; Human Development 
Program Yearb  2004 
Expected Approval Date (mo/yr) Tbd 
Estimated Completion Date Tbd 
B. Concept and Design 
1. Rationale (Specific problem/issues to 

addressed in TA) 
 

 

Under the first information technology project (to be 
discussed in 2001), the Government will have 
developed Internet linkages throughout Government and 
in all of the atolls while promoting competition in 
telecommunications services. 
The rationale of the PPTA is to prepare a loan project 
that can extend the public Internet network and bring the 
benefits of electronic education, health care, and 
commerce services within reach of the low-income atoll 
population. 

2. Relation to Strategic Objectives  
•  Poverty reduction/thematic priorities 
•  Country strategy (where applicable) 

regional cooperation 
 

Information and communication network development in 
the atolls is a component of a pro-poor growth pillar of 
the poverty reduction strategy for Maldives. 
Bringing connectivity to the atolls will contribute to 
reducing poverty by improving information, 
communications and awareness.  

3. Scope (specific major components, e.g., 
capacity building) 

 

The PPTA will develop a strategy and design an 
investment program aimed at (i) extending the reach of 
the Government's Internet network in the atolls; (ii) 
developing options for public-private partnership in 
managing and maintaining the network in the atolls; (iii) 
developing a program (together with the ministries 
responsible for education, health, and commerce) for 
suitable electronic education, health, and commerce 
services; and (iv) preparing a program for testing and 
implementing these measures on a wide scale. 

4. Expected Outcome and Monitorable 
Indicators 

 

An increase in the availability of telecommunications 
penetration in the short-run, and a decline in the income 
gap between Malé and the atolls in the long run. 

5. Previous TA(s) on the Same Theme, in the 
Sector, Country, Region (last five years) 

 

PPTA 3597-MLD: Information Technology Development 
for $150,000, approved on 19 December 2000. 
Board discussion of the loan is scheduled in 2001. 

6. Executing Agency, Implementing Agency, 
Counterpart Agency (for RETA as 
applicable)  

Ministry of Communication, Science and Technology 

7. Cost and Financing Plan 
(i) ADB Financing (JSF, TASF) 
(ii) Sources other than JSF/TASF 

$500,000 (TASF) 

8. Country/RETA IPF for relevant year $1.0 million 
ADB = Asian Development Bank, ADTA = advisory technical assistance, CSP = country strategy program, JSF = 
Japan Special Fund, PPTA = project/program preparatory technical assistance, RETA = regional technical 
assistance, RM = resident mission, TA = technical assistance, TASF = Technical Assistance Special Fund. 
a Economic growth, human development, gender and support for ADB operations. 
b Year of inclusion in CSP for transition period. 
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ECONOMIC AND SECTOR WORK PROGRAM 

 
  

Type  
 

Strategic or Operational Objective 
Modality (staff/staff 

consultant/ ADTA/RETA) 

1. Economic Work    
    Country Economic Review Update country economic performance. Staff 

2. Thematic Work   
 a. Divestiture and Revenue 

Diversification 
Improve Government’s capacity to undertake 
divestiture in a transparent and professional 
manner, and examine revenue source 
alternative to the profits of the state 
enterprises. 

2002 ADTA 

    
 b. Debt Management Assist the Government to consolidate 

management of the public debt, improve the 
timing and accuracy of the debt reporting 
system, and develop an accurate public debt 
forecasting capacity.  

 

2003 ADTA 

 c. Establishment of 
Department/Bureau of Statistics 

Strengthen the existing statistical system and 
coordinate the statistical activities of 
government agencies. 

 

2003 ADTA 

 d. Graduation Planning Develop a new tax system with broader tax 
base and enhance leadership of high-level 
Government officials to prepare for the new 
economic era by graduating from the least 
developed country status. 

2004 ADTA 

    
 e. Capacity Building of Public 

Services Department 
Facilitate the introduction of a performance-
based monitoring and evaluation system in 
the Government to provide quality public 
services. 

2004 ADTA 

3. Sector Work   
 a. Transport Master Plan Assist the Government to assess the needs 

for transportation and identify the appropriate 
transportation system that is most effective for 
regional development. 

2002 ADTA 

    
ADTA = advisory technical assistance, RETA = regional technical assistance. 
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