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1. Sector Performance, Problems, and Opportunities 

 
A. Sector Performance 
 
1. The Maldives uses 1.54 tons of oil equivalent (toe) per capita annually, among the 
highest in South Asia. This is partly attributable to its unique geography and scattered population 
across 200 inhabited islands. The transport of goods and people between islands is fuel 
intensive. Because it is impossible to achieve scale and efficiency through a country-wide 
electrical grid system, small, dispersed electric generators are the main source of electricity. The 
country’s fuel consumption totaled nearly 360,000 toe in 2009, with diesel accounting for more 
than 280,000 toe. Diesel is primarily used for electricity generation and transportation.  
 
2. Petroleum-based fuels are one of the Maldives’ major imports, accounting for nearly 15% 
of the country’s gross domestic product. This has exposed the country to significant fluctuations 
in international fuel prices. Retail electricity tariffs in the Maldives are among the highest in South 
Asia at $0.27-0.41/kWh for greater Malé region and $0.39 - 0.65/kWh in other Regions (both 
including a fuel surcharge), several times than that of other countries in the region. 
Government-owned utilities currently produce 106.2 megawatts of electricity per year with an 
additional 100 megawatts generated by resorts. Electricity demand is expected to double by 
2020, led by an increase in the usage of resorts. As such, the Maldives is considering promoting 
alternative energy sources and supporting energy efficiency initiatives to reduce the expected 
growth in demand. 
 
3. Until 2009, State Electricity Company (STELCO) was the integrated utility responsible for 
generation and electricity supply across the Maldives. The government established six new 
regional utilities in 2009 and handed over to these companies the responsibility for supplying 
electricity to the area not licensed by STELCO.1 These companies require significant technical, 
commercial, and financial capacity support as they take over their responsibilities in areas 
previously serviced by STELCO and also to integrate island development communities into their 
operations.  
 
B. Problems 

 
4. Limited indigenous energy resources. The Maldives has no known indigenous 
petroleum, gas, or coal resources. Hydropower is not feasible because the country does not 
have any lakes, rivers, or streams. Firewood and petroleum are the only commercial fuels, and 
firewood and liquefied petroleum gas are used for cooking in households. While wind is available 
at attractive speeds, studies indicate that it is not available throughout the year. Other forms of 
indigenous energy, such as solar and biomass, currently supply about 2% of energy 
consumption. Solar energy is used to provide heating water in some resorts and has been 
piloted for rooftop installations in Malé, but it has not been commercially harnessed in a 
significant manner or integrated reliably into the grid. The ability of the regional utilities, 
particularly the new ones, to implement such projects also needs to be developed. 
 

                                                 
1
 STELCO is currently responsible for supplying electricity to the Greater Malé area, comprising Malé and adjacent 

islands. 
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5. Emerging legal and regulatory framework. The Ministry of Housing and Environment 
has formulated a draft electricity bill to provide a basis for policy and regulatory decision making, 
but it has yet to be adopted. The creation of regional utilities, absorption of the island 
development committees into regional utilities, and other changes in the sector require prioritized 
action on technical, licensing, and other regulations. Existing institutions have limited capacity to 
undertake these or other activities required in the short term. The Maldives energy sector also 
does not have enough qualified personnel which increases the workload on the handful of 
qualified staff.  
 
6. Inadequate financing. Energy sector investments will be a key to meeting the country’s  
target of becoming carbon neutral. The utilities have had difficulty generating cash flow because 
of changing input prices and delays in recovering these from customers. The limited availability 
of support from multilateral development banks because of the current fiscal situation of the 
government needs to be overcome through cofinancing and reaching out to other sources, 
including the private sector. However, technology-related issues need to be addressed to attract 
private investment to the Maldives and the energy sector. Previous efforts to solicit private 
investment in the Maldives had limited success. 
 
7. Limited sector-level planning. The government needs to develop a long-term sector 
plan based on (i) expected growth in demand in the greater Malé region and the outer islands, (ii) 
an evaluation of appropriate technology options to be considered for adoption in different time 
frames, (iii) the nature and modality of investments required, and (iv) an appropriate risk 
mitigation framework for such investments. Some of these are expected to be addressed through 
an investment planning exercise that the government is currently undertaking. In several 
instances, utilities entered into power purchase agreements, and their commercial terms and the 
risk mitigation offered to prospective developers, often through unsolicited or limited bidding, are 
being reviewed.  
 
8. Low levels of energy efficiency A staff consulting study supported by the Asian 
Development Bank (ADB) to assist a government task force in early 2011 found that up to 30% 
of fuel consumption and carbon emissions could be reduced through energy efficiency measures 
such as the development of equipment codes and standards, measures for public buildings, and 
the use of waste heat recovery from diesel sets. In addition, the spread of population across the 
outer islands invariably increases the cost of providing electrical services and economies of 
scale are not sufficient. However, fuel efficiency varies among the outer islands varies, which the 
regional utilities would need to address.  
 
C. Opportunities  
 
9. The government has announced an ambitious program to make the Maldives carbon 
neutral by 2020. The Scaling Up Renewable Energy Program in Low Income Countries (SREP) 
will support the development of transformational renewable energy projects in the Maldives. ADB 
and the World Bank, the implementing agencies for the program, will work closely in reviewing 
an investment plan prepared by the government to access SREP funds. The expectation is that 
SREP funds would leverage additional funds from other development partners and the private 
sector.  
 

2. Government Strategy 
 
10. Access to affordable and reliable electrical supplies for all. The government’s action 
plan supports increasing the proportion of the country’s electricity generated from renewable 
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energy sources from 0.2% in 2009 to 10% by 2013, while attempting to maintain electricity prices 
at current levels. Private sector participation to develop and manage electricity supplies in an 
optimal manner is also a government objective. The government announced that an investment 
plan and policy framework to support private sector participation in the utilities need to be 
developed to achieve this objective. 
  
11. Carbon neutrality by 2020. A carbon neutral plan will be developed based on an 
assessment of energy demand and supply forecasts, and greenhouse gas emissions. The 
government announced that the target is to reduce energy sector emissions by 80%–90% in 
2020, while increasing solar power generation to up to 60% of the energy supply. Under the 
SREP initiative, the government is preparing a 5-year investment plan that would support 
renewable energy development, which is expected to be submitted for SREP approval in 2012. 
The regulator is expected to develop the required energy efficiency standards for appliances.  
 
12. Cost reduction through energy efficiency and conservation. The government is 
targeting a 40% reduction in supply-side energy losses by the utilities by 2013. The second 
results indicator is the reduction of fuel import costs by 2013.  
 
13. Increased national energy security through diversified energy sources. The 
government aims to increase the usage of indigenously available renewable energy. Some 
limited solar photovoltaic and biogas-based projects are expected to be scaled up. Local 
capacity will also be developed through the adoption of renewable energy courses in schools 
and colleges. In addition, the government will work to ensure timely supplies of required 
petroleum projects at identified centers across the country and will open the fuel market to 
investors by 2013.  
 
14. Stronger institutional and legal framework of the energy sector. The government 
plans to adopt and implement an energy policy and regulations to support the development of 
renewable energy and energy efficiency through standards and tariffs. The government also 
intends to develop guidelines, design requirements, and certification norms for achieving energy 
efficiency in buildings.  
 
15.  In 2011, the government announced the formation of the Maldives Renewable Energy 
Investment Office to serve as a focal point for renewable energy investment in the Maldives.  
 
16. The World Bank reviewed the functioning of the Maldives Energy Authority and 
suggested some restructuring. It is also supporting the development of the regulatory framework 
in the Maldives. The World Bank is administering a $10 million trust fund to support climate 
change mitigation and adaptation in the country. The Japan International Cooperation Agency is 
supporting a rooftop pilot electrification program in Malé city. ADB has been in discussions with 
Islamic Development Bank to support renewable energy projects in the Maldives in the proposed 
2013 intervention. The United Nations Development Program is supporting tidal energy projects. 
As implementing agencies for the SREP, ADB and World Bank are jointly supporting the 
government in the review of investment plan.  
 

3. ADB’s Sector Experience and Assistance Program 
 
17. ADB has historically been a significant contributor to the power sector of the Maldives, 
providing four loans for more than $30 million and financing six technical assistance (TA) 
projects totaling $1.3 million since 1984. In addition, ADB provided a small grant to rehabilitate 
the power sector after the 2004 tsunami. ADB’s earlier assistance focused primarily on 
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increasing the electricity generation capacity in Malé in order to service its rapidly growing 
electricity demands and strengthen the sector institutions including STELCO. This power sector 
assistance substantially improved the electricity supply in Malé. The Outer Islands Electrification 
(Sector) Project2 shifted the focus towards electrification of the outer islands as part of an 
initiative to decentralize economic activities away from Malé. Electrifying the outer islands has 
proved more difficult than the earlier projects focused solely on Malé. ADB also funded the 
rehabilitation of power supply systems on six islands as part of its tsunami emergency assistance 
to the Maldives.  
 
18. ADB’s sector strategy is to strengthen institutions through capacity development, and to 
encourage energy efficiency and the use of renewable energy sources. In 2011, ADB begins 
assisting the Maldives Energy Authority through capacity building on priority regulations for 
licensing and technical codes and standards, as well as a capacity development plan. 
Opportunities for renewable energy usage and integration of renewable energy into largely diesel 
grids will be identified and supported. ADB will work with the World Bank on the SREP 
investment plan. Investment-related assistance for SREP implementation is expected in 2013 to 
support diversification of the electricity supply with alternatives and supplements to 
diesel-powered generator sets.  
 
19. Other government themes and initiatives such as the development of small and 
medium-sized enterprises in the Maldives, could also be supported by identifying opportunities 
where they interface with the energy sector and building relevant capacity. This could lead to 
opportunities for employment of women, new income streams, and economic growth. 
 
 
 
 

                                                 
2
 ADB. 2001. The Report and Recommendation of the President (RRP: MLD 32036) on a proposed loan to Maldives for 

the Outer Islands Electrification (Sector) Project. Manila. 
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Problem Tree for Energy Sector 
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Sector Results Framework (Energy Sector, 2012–2013) 
Country Sector Outcomes Country Sector Outputs ADB Sector Operations 

Sector Outcomes with  
ADB Contribution 

Indicators with 
Targets and Baselines 

Sector Outputs with 
ADB Contribution 

Indicators with 
Incremental Targets 

Planned and Ongoing 
ADB Interventions 

Main Outputs Expected 
from ADB Interventions 

Reduced emissions from 
the energy sector in the 
Maldives  
 
 
 

Up to 60% of energy 
from solar power by 
2020 (2010 baseline: 
0%) 
 
Up to 10% of energy 
mix from renewable 
sources by 2013 (2009 
baseline: 0%)  
 
Up to 80% reduction in 
energy sector emissions 
by 2020 (2009 baseline: 
0.9 kilograms of carbon 
dioxide/kilowatt-hour)  
 

Conducive and efficient 
business environment 
for expanded, improved 
and well managed 
energy system  
 
 
 

MEA well equipped to 
regulate functioning of 
all licensees including 
utilities (2011 baseline: 
tariff setting for some 
utilities) 
 
Institutional 
mechanism to facilitate 
and support private 
investment in energy 
projects established. 
(2010 baseline: None)   
 
Framework to support 
expansion of 
renewable energy and 
energy efficiency 
projects through the 
private sector 
developed.(2010 
baseline: None) 
 
Increased public 
awareness about 
energy efficiency and 
renewable energy 
(2011 baseline: 
Limited) 
 

Planned key activity 
areas:  
 

Renewable energy (75%) 

Energy efficiency and 
conservation (20%)  

Energy sector 
development (5%) 

 
Pipeline projects: 

Renewable Energy Loan 
Project (2013: $4 million 
loan plus SREP 
component to be 
determined) 
 
Technical Assistance for 
Capacity Building of 
Maldives Energy 
Authority (2011: 
$400,000) 
 
 
 
 

Increase in renewable 
energy installed capacity in 
Maldives through private 
sector participation (tbd) 
(2011 baseline: 0 MW)  
 
At least 50 trained staff at 
MEA, MHE electricity 
utilities on developing and 
maintaining renewable 
energy projects (2011 
baseline: limited) 
 
Licensing, compliance, and 
other technical regulations 
in place at MEA (2011 
baseline: none).  
 
Regulatory training and 
capacity building program 
for MEA implemented by 
2013. 
 
Successful implementation 
and handing over of 
Dhiffusi solar diesel hybrid 
project to utility by 2013 
(with partner agencies) 
 

ADB = Asian Development Bank, MEA = Maldives Energy Authority, MHE = Ministry of Housing and Environment, MW = megawatt, SREP = Scaling Up Renewable Energy 
Program in Low Income Countries.  
Note: Select country sector outcomes and outputs for 2012–2013 are included.   
Sources: Draft Result Frameworks for Strategic Action Plan 2009–2013, Government of the Maldives, 2011 and ADB staff. 


