
Inclusive Micro, Small, and Medium-Sized Enterprises Development Project (RRP MLD 43566) 

DEVELOPMENT COORDINATION 

A. Major Development Partners: Strategic Foci and Key Activities 
 
1. Key donor agencies that have been involved in the sector and the projects are the 
Asian Development Bank (ADB), the United Nations Development Programme (UNDP), the 
International Finance Corporation (IFC), the International Fund for Agricultural Development 
(IFAD), and the Islamic Development Bank (IDB). The credit information bureau (CIB) was 
assisted in parallel by ADB and IFC while UNDP and IFAD were involved in sector 
assessment for micro, small, and medium-sized enterprises (MSMEs) and technical capacity 
building for MSMEs. There is regular coordination with other donors in the sector, assisted 
by the Ministry of Economic Development, and the current project is being cofinanced with 
IDB. 
 

Micro, Small and Medium Enterprises (MSMEs) 
Major Development Partners 

Development 
Partner Project Name Duration 

Amount 
($ million) 

Sector (subsector): Industry and Trade (small and medium-sized enterprise development) 
 
Themes: Economic Growth, Private Sector Development 

ADB Preparing the Small and Medium-Sized 
Enterprises Development Project 

2005–2009 0.6 

ADB Private Sector Development Project 2009–2012 7.12 

World Bank Mobile Phone Banking Project 2008 
(ongoing) 

0.8 

Theme: Capacity Development 

IDB Microfinance Project to the Bank of Maldives 2005 3.41 

IFAD Post-Tsunami Agricultural and Fisheries 
Rehabilitation Program 

 2.18 

IFAD Fisheries and Agricultural Diversification Program  3.66 
UNDP Pearl Culture Demonstration and Marketing 2003 

(ongoing) 
0.2 

UNDP Support to Integrated farming  0.18 
UNDP Employment and Enterprise Development of 

Woman and Youth 
 0.5 

Sector (subsector): Water Supply and Other Municipal Infrastructure and Services (urban sector 
development) 

ADB  Local Governance and Community Development 
Program 

2008–2013 106.3 

 Urban Environment Improvement Project 2003–2010 30.0 
KfW Town Development Program II 2001–2009 8.0 

Town Development Program III  2009–2012 7.5 
UNDP Public–Private Partnership for Urban Environment 2002–2012 1.4 

Sector (subsector): Water Supply and Other Municipal Infrastructure and Services (waste 
management) 

Government of 
Finland 

Regional Waste Management Project 2010–2014 4.4 

Sector: Water Supply and Other Municipal Infrastructure and Services 

ADB Small Towns Water Supply and Sanitation Sector 
Project  

2001–2008 34.0 

Melamchi Water Supply Project 2001–2014 317.0 
Source: Ministry of Finance and Treasury, Government of the Maldives. 
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B. Institutional Arrangements and Processes for Development Coordination 
 
2. The project will streamline coordination with other development partners through the 
Government of the Maldives to create synergy, avoid duplication of efforts, and ensure the 
best use of resources. 
 
3. The program-based approach with its various components and outputs aims to 
achieve an enabling environment for inclusive development of MSMEs in the Maldives. It will 
thereby assist in the sustained development of some key areas of the government's strategic 
action plan, such as social justice, economic development, and good governance. 
 
4. The project seeks to build a partnership with other development partners through 
coordination with the government since, apart from the cofinancing arrangement with IDB, 
no formal institutional arrangement with other development partners has been documented. 
The Ministry of Economic Development and the Ministry of Finance and Treasury are 
expected to play key roles as facilitators for this arrangement as they will possess 
information on all MSME-related development projects supported by development partners. 
 
C. Achievements and Issues 

5. The earlier Private Sector Development Project has highlighted several key areas of 
collaboration between ADB and other development partners for MSME development in the 
Maldives: 
 

(i) UNDP's Employment and Enterprise Development of Woman and Youth 
Program focuses on atoll- and island-based value chain development and 
aims to create economic links between resorts and island communities 
through income-generating opportunities. The value chains were taken up by 
the ADB-supported business development service centers (BDSCs) in their 
efforts to help prospective MSME operators acquire the skills needed to take 
advantage of available opportunities. 

(ii) UNDP has also supported an MSME mapping survey across selected islands 
in the Maldives to develop a dashboard of MSME profiles that helps formulate 
the policy guidelines for MSME development. 

(iii) The CIB launched by the Maldives Monetary Authority to boost access to 
finance was in part supported by technical assistance from IFC, while the 
implementation component of the CIB was financed by ADB. The CIB has 
been operational for almost a year and is increasingly used by the member 
financial institutions. The CIB is expected to provide a more reliable credit 
information history of prospective borrowers and lead to sound credit 
decisions and better performance of the loan portfolio. 

(iv) IDB has provided technical assistance for the Microfinance Project to the 
Bank of Maldives for capacity development related to microfinance and 
developing an efficient model for microfinance delivery across the country. 

(v) IFAD has an ongoing project for improving capacity development with the 
introduction of new technology in the fisheries sector. 

6. All these projects highlight key issues and lessons learned in the context of MSME 
development in the Maldives: 

(i) Given the fragmented nature of the Maldives, it is essential to spread all 
initiatives across the country to ensure inclusive development. 

(ii) It is important to adopt an integrated approach that supports the country’s 
strategic priorities and needs. 
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(iii) The government needs to implement as soon as possible its draft 
international cooperation strategy—designed to increase efficiency of aid from 
international sources and quality of donor coordination for stronger 
development effectiveness nationally and locally—to ensure the best use of 
resources. 

(iv) Lack of capacity within and coordination between government agencies and 
departments makes integrating various development programs supported by 
different development partners a difficult task. 

(v) Regulatory and legal deficiencies hamper the creation of an enabling 
environment. 

D. Summary and Recommendations 

7. The project is based on a programmatic and holistic approach to MSME 
development, creating a comprehensive enabling environment through (i) strengthening the 
legal and regulatory framework, (ii) building MSME capacity via the BDSCs, (iii) widening 
access to finance by meeting both the demand and the supply side, and (iv) strengthening 
the internal capacity of the government entities involved in MSME development by assisting 
them through the project management unit. The lessons learned from recent experiences 
with the Private Sector Development Project show that various projects supported by 
different development partners can complement each other and create a synergy for 
integrated development around specific themes. One of the findings of the ADB Independent 
Evaluation Department was that the scope of ADB’s interventions has been limited because 
of the relatively smaller size of the resource envelope.1 
 
8. The project rectifies this issue by opting for a cofinancing model in collaboration with 
IDB. The cofinancing approach will double the size of the resource envelope from $10 million 
to $20 million and enable a wider coverage of MSMEs across the country in line with the 
government’s strategy of decentralizing economic development. IDB has earlier supported 
development in the Maldives through its Microfinance Project for the Bank of Maldives 
(14 September 2005) and will be financing the line-of-credit facility and the cost-sharing 
facility of the project. The project will also ensure close coordination with other development 
partners through the project management unit and leverage on related projects where 
possible. For example, the secured transaction registry output under the project is expected 
to be developed with inputs from the land registration project proposed by UNDP. 

                                                
1
 ADB. 2011. Country Assistance Program Evaluation. Manila (August, para. 128). 


