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RISK ASSESSMENT AND RISK MANAGEMENT PLAN (SUMMARY) 
 

A. Introduction 
 

1. In accordance with the Second Governance and Anticorruption Action Plan (GACAP II), 
this assessment covers risks in public financial management (PFM), public procurement, and 
combating corruption in the Maldives.1 It incorporates the results of the 2011 governance risk 
assessment prepared for the interim country partnership strategy (CPS), 2012–2013.2  
 
B. Governance Thematic Areas  
 

1. Public Financial Management 
 

2. The recent public expenditure and financial analysis done by the International 
Monetary Fund concluded that the government has progressively made improvements in 
various areas (e.g., on budget documentation) compared with a similar assessment in 2009.3 
However, problem areas include (i) fiscal risks associated with public enterprises and the 
financial position of local councils; (ii) lack of predictability and control of the budget execution 
process; and (iii) an incomplete picture of contingent liabilities arising from the government’s 
loan guarantees. While legislative scrutiny of the budget is increasing, there is still no 
appropriations act, and interpretations differ as to the extent to which the executive branch 
can reallocate funds within the approved aggregate budget. There are also no clear guidelines 
to assess the fiscal implications of projects proposed by Parliament.  
 

2. Procurement  
 

3. Public procurement is an area of corruption risk. Relevant rules and guidelines, 
including in the formal tender process when allocating rights to state property (e.g., land 
leases), do not appear to be fully implemented. Other risks include (i) limited competition (and 
a high risk of collusion), (ii) weak internal controls, and (iii) capacity constraints in ministries 
that have large procurement functions. 
 
4. The Maldives has an increasingly centralized procurement system for all goods and 
services, which applies to all public sector entities except public enterprises and the defense 
forces. In 2010, the government promulgated new tender procedures that, among others, 
provided for an independent administrative review of individual tenders.  

 
5. Establishment of the Office of Programs and Projects (OPP) in the Department of 
National Planning4 and the Central Procurement Office (CPO) helped centralize post-tender 
contract management and contract implementation control. By bringing a more professional 
approach to contract management and monitoring, the offices addressed deficiencies in 
project execution. The CPO or the Tender Evaluation Section continued to manage the policy 
and regulatory aspects under the guidance of the minister and the executive committee. The 
CPO is responsible for supporting the National Tender Board and the management of all 
procurement activities, except for special cases.5 

                                                 
1
   ADB. 2006. Second Governance and Anticorruption Action Plan (GACAP II). Manila. 

2
   ADB. 2011. Interim Country Partnership Strategy: The Maldives, 2012–2013. Manila. 

3
 International Monetary Fund. 2014. Maldives: Public Financial Management—Performance Report. 
Washington, DC. 

4
  Since September 2011, the OPP had been administered by the Ministry of Housing and Infrastructure. However, 

its functions have been decentralized although the core ones are still within the ministry. 
5
  The CPO’s mandates have now been continued by the Tender Evaluation Section within MOFT. 

http://www.adb.org/Documents/CSPs/BHU/default.asp
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3. Corruption 
 

6. Recent trends in Transparency 
International’s Corruption Perception Index for 
the Maldives are in Figure 1 (data are 
available only until 2011). In terms of the 
quality of governance, 2012 data from the 
World Bank Governance Indicators show 
some deterioration from previous years for 
voice and accountability although it has 
improved for control of corruption—both 
relevant data points for ascertaining the 
degree of vulnerabilities to corruption in the 
public sector.  
 
7. Meanwhile, the 2013 Global Corruption 
Barometer Survey conducted by Transparency International reports that 83% of the 1,002 
respondents felt that corruption has increased or stayed the same as in 2011 and 2012, and 
97% believed that corruption is a problem in the public sector. In addition, 96% of the 
respondents believe that the government is run by a few big entities acting in their own best 
interests. Different branches of the government are also perceived negatively—with three out 
of five respondents perceiving corruption in Parliament, political parties, and the judiciary.  
 

C. Risk Assessment and Risk Management Plan 
 

8. The risk management plan prepared for the previous interim CPS continues to be valid 
overall. Table 1 summarizes these and other risks, and determines their severity (it 
documents risks by thematic areas, bundling sector-specific ones into generic ones).   
 

Table 1: Summary Risk Matrix 
Risk identified Likely Relatively 

serious 
Not mitigated over 

CPS period 
Major 
risk

a
 

A.     Public Financial Management 

Fiscal risks in SOEs and local councils √ √ √ √ 

Low data quality, including on contingent liabilities √ √   

Capacity constraints across relevant agencies √ √ √ √ 

Unclear guidelines to assess fiscal implications of projects √ √   

B.     Procurement 

Nontransparency in procurement process √ √ √ √ 

Weak institutions in procurement system √ √ √ √ 

Collusion in procurement √ √ √ √ 
 

√ √ 
 

Lack of effective internal controls in public agencies √ √ √ √ 

C.     Combating Corruption 

RTI legislation stalled in parliament √ √   

Limited capacity of ethics and  oversight agencies √ √ √ √ 

Weak legislative scrutiny of public audits  √ √ √ √ 

CPS = country partnership strategy, RTI = right to information, SOE = state-owned enterprise. 
a
 A major risk, as defined by the Second Governance and Anticorruption Action Plan (GACAP II), is one that is 

likely, relatively serious, and not anticipated to be mitigated over the period of the interim CPS. 
Source: Asian Development Bank. 
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9. Risk management plan. Table 2 documents the proposed risk management plan for 
the major risks identified in Table 1.  
 

Table 2: Risk Management Plan for the Major Risks 
Major Risks ADB Actions 

Public Financial Management 

Fiscal risks in SOEs and local councils 
 
 
 
Capacity constraints across relevant 
agencies 

Work with development partners, MOFT, MMA, and others on 
measuring the scale of the risks and ways to address them (particularly 
in the priority sectors) 
 
Provide targeted TA for capacity building in priority sectors, and in 
relevant central level agencies  

Procurement 

Nontransparency in procurement process Work with relevant agencies to assess how to put in place workable 
solutions 

Weak institutions in procurement system Provide targeted TA to relevant agencies, among others, for capacity 
building in priority sectors  

Collusion Help build capacity of relevant oversight bodies to be able to spot 
collusive practices and take remedial actions 

Lack of effective internal controls in 
public agencies 

Introduce, at a minimum, project level controls (including independent 
consultant review, provision for independent audit, forensic audits, etc.) 

Combating Corruption 

Limited capacity of ACC and other 

oversight agencies 

Engage donors to jointly support relevant agencies; where possible 

(e.g., from regional TA projects), provide capacity building assistance 

Weak legislative scrutiny of public audits Work with development partners and government agencies to engage 
the legislature; work with government agencies in prioritized sectors to 
strengthen public audit functions in areas of ADB operations 

ACC = Anti-Corruption Commission, ADB = Asian Development Bank, MOFT = Ministry of Finance and Treasury, 
MMA = Maldives Monetary Authority, SOE = state-owned enterprises, TA = technical assistance. 
Source: Asian Development Bank. 
 

D. Conclusion 
 

10. Governance assessments for prior full and interim CPSs had identified a number of 
political economy risks that could damage government effectiveness. Now that elections at all 
levels (president, legislature, and local councils) have been held peacefully, and the results 
accepted by all political parties, this risk has diminished. It can be concluded that no serious 
governance risks could fundamentally jeopardize ADB operations in the country in the 
prioritized sectors.  
 
11. However, ADB should seek to provide—wherever possible—targeted technical 
assistance to the government (and relevant agencies in the prioritized sectors) so that they 
can better address identified risks. Continued engagement with government and other 
development partners can also be a practical risk mitigating measure. This engagement 
should focus not only on better addressing vulnerabilities in the system as they relate to PFM, 
procurement, and combating corruption, but also on resource generation for technical 
assistance to address risks in these three broad areas. 


