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MALDIVES: INCLUSIVE AND SUSTAINABLE GROWTH ASSESSMENT 
 
I. RECENT GROWTH, POVERTY, INEQUALITY, AND ENVIRONMENTAL DYNAMICS 
 

A. Growth Trends and Drivers 
 
1. Growth trends. Real gross domestic product (GDP) growth in Maldives averaged 5.1% 
per year from 2000 to 2019,1 with contractions following the 2004 tsunami (–13% in 2005) and 
the 2008–2009 global financial crisis (–7% in 2009). A severe slowdown is projected in 2020 as 
the coronavirus disease (COVID-19) pandemic affects tourist arrivals.2 The country attained 
upper middle-income country status in 2010. Tourism and fisheries are the country’s two most 
important industries. From 2003 to 2018, tourism directly accounted for more than 25% of GDP, 
and around 75% if tourism-related sectors such as transport and communications are considered. 
The contribution of fisheries to GDP, although declining in recent years—from 10.6% in 2005 to 
3.7% in 2018—has remained vital to the economy. About 50% of the current skipjack tuna catch 
is presently exported to Thailand for processing, and most yellowfin tuna exports are distributed 
to limited markets. Reef-based fisheries have expanded to cater to increased demand from export 
and local tourism markets, but remain small scale. On average, fisheries accounted for almost 
96% of merchandise exports from 2014 to 2019, and 8% of local employment in 2014. 
 
2. Coronavirus disease pandemic. Following completion of the inclusive and sustainable 
growth assessment, the global COVID-19 pandemic significantly affected Maldives and its 
economy. An assessment of its impact has been added as a supplementary document.3 
 
3. Tourism. Tourism is the biggest component of the services sector, and has been the main 
driver of growth, followed by construction since 2014. It is also a main source of government 
revenues, contributing about 40% to the government’s total receipts. Its direct contribution to total 
revenue increased notably after the introduction of the tourism goods and services tax in 2010, 
and green taxes levied on visiting tourists through hotels, resorts, vessels and guesthouses in 
2015–2016.4 According to the 2014 Census, the tourism sector employed over 41,000 people, or 
more than one-fifth of total employment in 2014, although a large share of workers in the sector 
are of foreign origin. Although it is a significant contributor to GDP, tourism underperforms in terms 
of generating employment for Maldivians and backward linkages to local agriculture or 
manufacturing. It is also vulnerable to fluctuations in global demand, caused for example by the 
current COVID-19 pandemic. 
 
4. Investment. Growth in Maldives has been driven by strong investment associated with 
tourism development, mostly from foreign sources. The country’s open economic environment 
coupled with a wide range of incentives has attracted foreign investors, especially in the tourism 
sector. Total foreign direct investment (FDI) rose from about $6 million in 1990 to $647 million in 
2019, which is equivalent to about 11% of GDP.5 However, FDI has been limited to a few sectors 
in addition to tourism (e.g., transport and telecommunications, water production and distribution, 
and finance). The fishing industry has not received significant foreign or domestic investment 

 
1  GDP was rebased to base year 2014 in November 2017. 
2 Tourist arrivals by air in February 2020 were 11% lower than in the same month of 2019, and travel from several 

countries to Maldives was restricted in March 2020. Source: Maldives Monetary Authority. 2020. March 2020 Monthly 
Statistics. Malé.  

3 COVID-19 Impact and Response (accessible from the list of linked documents in Appendix 3 of the Country 
Partnership Strategy, Maldives, 2020–2024). 

4  Refers to a tax based on a fixed dollar rate per day per type of accommodation. 
5  Maldives Monetary Authority. 2020. March 2020 Monthly Statistics. Malé. 

http://www.adb.org/Documents/CPS/?id=MLD-2020
http://www.mma.gov.mv/documents/Monthly%20Statistics/2020/MS-Mar-2020.pdf
http://www.mma.gov.mv/documents/Monthly%20Statistics/2020/MS-Mar-2020.pdf
http://www.mma.gov.mv/documents/Monthly%20Statistics/2020/MS-Mar-2020.pdf
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since the 1990s. Public investment in large infrastructure and housing development has also been 
substantial since 2015.6 
 
5.  Financial sector development. Financial sector development is at a nascent stage and 
there are few financial institutions. The opening of the Commercial Bank of Maldives in September 
2016 increased the number of banks operating in Maldives to eight. Capital markets and non-
bank financial institutions remain underdeveloped. The capital market is presently confined to 
equity and debt securities trading. Although the capital market is relatively new, it has a sound 
regulatory framework to allow for issuance of equity securities, debt securities, and Islamic 
instruments. The government has recently introduced several initiatives to broaden access to 
finance. Specifically, the central bank of Maldives—the Maldives Monetary Authority (MMA)—
launched a Credit Guarantee Scheme in August 2016 to facilitate access to finance for micro, 
small and medium-sized enterprises (MSMEs) and introduced the Affordable Housing Loan 
Scheme in 2017. The SME Development Finance Corporation was established by the 
government in 2019 to provide financing and ancillary services to MSMEs and entrepreneurial 
startups with the primary purpose of easing access to finance for MSMEs, and the number of 
commercial bank branches in the outer islands is increasing. Despite these initiatives, the tenor 
of loans remains short (55% are for less than 1 year), subjecting the sector to high refinancing 
risk, and non-performing loans remain high at 9.4% (although a marked improvement over 17.5% 
in 2014). 
 

B. Macroeconomic Balances and Inflation 
 
6. Fiscal balances and public debt. The government adopted an expansionary fiscal policy 
during 2014–2019, with the fiscal deficit averaging 5.5% of GDP.7 Government expenditures were 
about 32.8% of GDP, with recurrent expenditures stemming from large salaries and wages of 
government employees, pension contributions, and subsides. The Public Sector Investment 
Program and debt amortization accounted for the largest share of capital expenditures. 
Substantial but smaller government revenues, averaging 26.4% of GDP, resulted in the large 
fiscal deficit during 2014–2019.8 The fiscal deficit was largely financed through foreign sources, 
and in part through issuance of treasury bills and bonds in the domestic market. Public debt 
including government-guaranteed debt increased to more than 76% of GDP in 2019, from only 
55% in 2014,9 mainly to finance the government’s infrastructure expansion.10 
 
7. Monetary and exchange rate policy. The MMA has maintained an accommodative 
stance since 2015 as credit grew faster than nominal GDP growth and overall inflationary 
pressures remained low. Broad money supply grew by 9.6%, year-on-year, as of the end of 2019. 
The indicative monetary policy rate for the sale of government securities to commercial banks 

 
6  Central government capital expenditure grew from an annual average of Rf.2.7 million in 2020–2014 to Rf 4.7 million 

in 2015, and an annual average of Rf 8.5 million in 2016–2018. Source: ADB. 2019. Key Indicators for Asia and the 
Pacific. Maldives table. Manila. 

7  ADB. 2019. Key Indicators for Asia and the Pacific 2019. Manila; Maldives Monetary Authority. 2020. March 2020 
Monthly Statistics. Male., and staff estimates. The most recent ADB country partnership strategy (CPS) cycle began 
in 2014 (ADB. 2014. Interim Country Partnership Strategy: Maldives, 2014–2015. Manila). The final review of the 
previous CPS covered up to 2013 (ADB.2020. Maldives Country Partnership Strategy Final Review Update, 2014–
2019. unpublished.) 

8  Maldives Monetary Authority. 2020. March 2020 Monthly Statistics. Malé. The balance 0.9% of GDP of expenditures 
was covered through grants. The tourism sector accounted for government revenues equivalent to approximately 
10% of GDP in 2019 (from the tourism good and services tax, green tax, resort revenues and airport fees). 

9  Ministry of Finance. Disbursed Outstanding Public and Publicly Guaranteed Debt as of 31 March 2020. 
10 Examples include the airport expansion, Hulhumalé island development, and the bridge connecting Male´ to the 

airport island. 

http://www.mma.gov.mv/documents/Monthly%20Statistics/2020/MS-Mar-2020.pdf
http://www.mma.gov.mv/documents/Monthly%20Statistics/2020/MS-Mar-2020.pdf
https://www.adb.org/sites/default/files/institutional-document/110929/icps-mld-2014-2015.pdf
http://www.mma.gov.mv/documents/Monthly%20Statistics/2020/MS-Mar-2020.pdf
https://www.finance.gov.mv/public/attachments/XTIloP5S6MzTR1lHgzRgdUP0eFNEsU57trEwzuiv.pdf
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was kept low at 3.9% for 91-day bills in 2019. The local currency—the rufiyaa (Rf)—is pegged to 
the United States (US) dollar at Rf 12.85 and can fluctuate 20% above or below this level. Since 
2012, this reference rate has remained consistently at the upper edge of the band, at $1.00 = 
Rf.15.40. An active parallel market exists despite the pegged exchange rate system. However, 
the parallel market premium has gradually declined due to the MMA’s increased intervention in 
the foreign currency market and increased US dollar allocation to both commercial banks and 
government-owned enterprises. 
 
8. Inflation. Average consumer price inflation fell from a high of 2.8% in 2017 to –0.13% in 
2018, and rose slightly to 0.2% in 2019. This trend mainly reflected a series of government actions 
starting in the second quarter of 2017 to contain food prices and to stabilize electricity and 
transportation prices by reducing import duties on fuel as global oil prices rose. Other factors 
behind the low inflation rates were the reversal of an earlier decision to remove a blanket subsidy 
on staple food, a reduction in atolls’ electricity tariff starting in the second quarter of 2018, and a 
20%–25% reduction in domestic travel fares in January 2019. Containing inflation through direct 
controls and tariff reduction is considered unsustainable and has contributed to the large fiscal 
deficit and current account deficits from 2016.11 
 
9. External balances. The current account deficit increased from just 3% of GDP in 2014 to 
26% of GDP in 2019, largely as a result of a large increase in construction-related imports linked 
to the government’s infrastructure projects. Foreign direct investment and external debt largely 
compensated for the deficit, resulting in an overall balance of payments deficit of $41.7 million (or 
0.7% of GDP) in 2019. Gross international reserves totaled $753.3 million at the end of 2019, 
while usable reserves remained limited at $315.8 million,12 the equivalent of 1.3-months import 
cover. External debt sharply increased with the issuance of $250 million of sovereign bonds in 
2017 and $100 million of sovereign bonds in 2018. In addition, the introduction of a sovereign 
guarantee scheme in 2017 has bound the government to additional debt obligations. As a result, 
total external debt increased to 26.7% of GDP as of the end of 2019, and 39% of GDP including 
guarantees. According to International Monetary Fund Article IV report in 2019,13 Maldives has 
been classified as having a high risk of both overall debt and external debt distress. 
 

C. Poverty, Inequality, Human Development and Gender 
 
10. Trends in poverty and inequality. Maldives’ strong economic growth performance 
coupled with the government’s efforts to equitably spread economic and social infrastructure have 
helped reduce poverty in the country. The 2004 tsunami resulted in significant loss of assets and 
decline in per capita income, but the country was nevertheless able to reduce the relative national 
poverty incidence from an estimated 21.0% in 2003 to 8.2% in 2016. The poverty gap index shows 
changes that occur near the poverty threshold, and indicates the depth of poverty in Maldives is 
relatively low: the index is 1.6% using the national poverty line and 1.3% using the upper middle-
income poverty line.14 Maldives’ human development index is 0.719 (with human development 
rated “high”), and it ranks at 104 out of 189 countries, second in South Asia after Sri Lanka.15 

 
11 Fiscal deficit moderated to -3.1% of GDP in 2017 but rose again to above 5% of GDP from 2018.  
12 Usable reserves comprise gross international reserves minus short-term foreign liabilities, where usable reserves 

represent the funds readily available for use by the MMA in the foreign exchange market. 
13 International Monetary Fund. 2019. Article IV Consultation—Staff Report. IMF Country Report No. 19/156. 

Washington, DC. 
14 The index takes the mean shortfall from the poverty line and divides it by the value of the poverty line. World Bank. 

2018. Poverty and Inequality in the Maldives. Washington, DC. 
15 United Nations Development Programme (UNDP). 2019. Human Development Report 2019: Beyond income, beyond 

averages, beyond today: Inequalities in human development in the 21st century.  New York. 

https://www.imf.org/~/media/Files/Publications/CR/2019/1MDVEA2019002.ashx
http://hdr.undp.org/sites/default/files/hdr2019.pdf
http://hdr.undp.org/sites/default/files/hdr2019.pdf
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Maldives has made significant progress in reducing non-income dimensions of poverty: 99.5% of 
births were attended by a skilled health professional in 2017; and the average adolescent birth 
rate for 2010–2015 was 6.7, the second-lowest among 54 countries with high human 
development.16 The Gini coefficient measures expenditure inequality, and regional comparison 
shows Maldives’ Gini coefficient of 31.3 is largely in line with other countries in the region.17 
Poverty is unequally distributed across Maldives with higher poverty rates in the atolls outside of 
Malé. National average consumption averages Rf.5,634 per month, with mean consumption in 
Malé about Rf.7,400 per month, but substantially lower consumption in the atolls of about Rf.4,400 
per month.18 
 
11. Demographic and employment pattern. The population of Maldives is estimated to have 
reached 530,953 in 2019,19 and is widely dispersed across 188 inhabited islands. The 
concentration of economic growth has attracted substantial urban migration from the outer islands 
to Malé. One-third of the population lives in the capital city, Malé, which is an island of less than 
two square kilometers. The percentage of population living in urban areas has risen from 26% in 
1996 to 40% in 2018. The expansion of the tourism sector in regions around Male’ along with the 
provision of major education and health facilities in the capital city has created significant 
disparities between Male’ and other islands. The 2016 household income and expenditure survey 
showed that the labor force participation rate was 58% of the working age population.20 However, 
the rate for men (75%) was higher than that for women (42%) (footnote 20); 39% of the labor 
force work in the public sector including state-owned enterprises (SOEs).21 The overall 
unemployment rate was 6.1%, and higher among men (6.4%) than among women (5.6%). The 
unemployment rate among youth (aged 18–34 years) was 8%, above the national average.22 
 
12. Human capital development. Maldives has achieved universal access to basic education 
by rapidly expanding primary-level enrollment, with over 96% of children enrolled in primary 
school.23 Public spending on education as a share of GDP averaged 4.5% per year from 2002 to 
2016.24 The government provides free schooling for every child up to grade 12. Virtually all 
adolescents are literate in the Dhivehi language, and over 90% are literate in English. However, 
access to good quality secondary, tertiary, and vocational education remains limited across the 
atolls. Although 98.4% of children attend the lower secondary level (grade 8), only 45% of those 
children transition to the higher secondary level. Higher secondary courses exist in just 59 out of 

 
16 UNDP. 2016. Human Development Report 2016: Human Development for Everyone.  New York. 
17 World Bank. World Development Indicators: Gini Index. (accessed 31 December 2019). Sri Lanka’s is higher at 39.2 

(2012), Bangladesh at 32.1 (2010), and Nepal at 32.8 (2010). 
18 National Bureau of Statistics. 2016. Statistical Release IV: Poverty and Inequality. Household Income and 

Expenditure Survey. Malé.  
19 Based on United Nations Department of Economic and Social Affairs Population Dynamics. World Population 

Prospects Database (accessed 10 July 2020), medium fertility variant, which includes resident foreigners. 
20 Data from National Bureau of Statistics. 2016. Statistical Release III: Employment. Household Income and 

Expenditure Survey. Malé. The World Economic Forum. 2019. Global Gender Gap Report 2020. Geneva, indicates 
a labor force participation rate of 85% for males and 44% for females.  

21 National Bureau of Statistics. 2016. Statistical Release III: Employment. Household Income and Expenditure Survey. 
Malé. 

22 The use of expatriate workers remains extensive, despite a high unemployment rate, particularly among younger 
people, reflecting the lack of a qualified and skilled national labor force. A significant proportion of the country’s 
working population are foreign immigrants. As of 2016, 83,136 immigrant workers were reported to be employed, of 
which 46.5% were of Bangladeshi origin. 

23 UNESCO Institute for Statistics  (accessed 7 January 2020). http://data.uis.unesco.org/ Tab on “Enrollment 
ratios/Total net enrollment rates by level of education” 

24 UNESCO Institute for Statistics  (accessed 7 January 2020). As a share of GDP, public spending on education 
increased from 2.3% to 4.1% during the same period. Data.uis.unesco.org  Tab on ”Financial Resources/Government 
expenditure on education”. 

http://hdr.undp.org/sites/default/files/2016_human_development_report.pdf
https://databank.worldbank.org/reports.aspx?source=2&series=SI.POV.GINI&country=WLD
https://population.un.org/wpp/DataQuery/
https://population.un.org/wpp/DataQuery/
http://www3.weforum.org/docs/WEF_GGGR_2020.pdf
http://uis.unesco.org/
http://data.uis.unesco.org/
http://uis.unesco.org/
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212 schools in Maldives, making it extremely difficult for some adolescents to continue their 
education unless they migrate to another island.25 The low higher secondary enrollment has 
translated into a low number of tertiary education enrollees, with gross enrollment rates at the 
tertiary or university level remaining below other South Asian countries, such as Bangladesh, 
Nepal, and Pakistan, all of which have much lower per capita GDP than Maldives. 
 
13. Gender equality and women’s empowerment. Maldives has shown commitment to the 
principle of gender equality through numerous national and international pronouncements, but 
women still face challenges. The country’s 2008 Constitution guarantees equality between men 
and women, and gender mainstreaming has been adopted as a national policy to integrate gender 
perspectives in policy, planning, and budgeting. Women in Maldives are considered among the 
most emancipated in South Asia, with the second-highest rank (after Sri Lanka) in the 2018 United 
Nations Gender Development Index, and the highest in the 2018 United Nations Gender 
Inequality Index.26 Despite these advancements, gender discrimination exists with respect to 
economic opportunities, public service, politics, and access to justice. Maldives ranks 131 out of 
153 countries in the economic participation and opportunity score in the World Economic Forum’s 
2020 Global Gender Gap report.27 The labor and income indicator estimates women’s monthly 
income at Rf.7,510 as compared to Rf.11,977 for men (footnote 21). Fewer women are employers 
or business owners (2% compared to 6% of men), but a larger proportion are own-account 
workers and contributing family members. A larger proportion of females is outside the labor force 
(58% compared to 25%) and fewer females employed are salaried employees compared to men 
(footnote 21). In addition, the underrepresentation of women is reflected in the low proportion of 
seats held by women in the Parliament (4.6%) and other decision-making bodies, with women 
accounting for just 19.5% of all people employed in decision making and management roles.28 
Rates of primary education of women and men are similar, but fewer women (48%) have a lower 
secondary education than do men (52%).29 In terms of the legal framework, there are issues 
related to processing of crimes associated with domestic violence that influence women’s access 
to justice.30 
 

D. Environmental Dynamics 
 
14. The country’s rich marine ecosystem is extremely vulnerable to human activities and 
infrastructure development projects. While the country has rarely experienced major disasters, 
other than the Indian Ocean tsunami in 2004, small-scale and recurrent hazards—such as 
increased rainfall, cyclonic winds, storm surges, saltwater intrusion, and coastal floods—
periodically cause damage and losses. Over 90% of the islands have been reported to flood 
annually, 97% are reporting shoreline erosion, and 64% of the islands experiencing erosion have 
reported the issue as severe.31 Dengue fever is prevalent across the country, with 1,500 cases 
reported annually on average. The main disease-vector breeding sites (mostly on inhabited 

 
25 UNICEF Maldives Education, (accessed on 5 January 2020). 
26 UNDP. Human Development Reports. Table 4: Gender Development Index, and Table 5: Gender Inequality Index.  
27 The World Economic Forum. 2019. Global Gender Gap Report 2020. Geneva. 
28 Data on women’s parliament participation from The World Economic Forum. 2019. Global Gender Gap Report 2020. 

Geneva while data on proportion of women in management roles from National Bureau of Statistics. 2016. Statistical 
Release III: Employment. Household Income and Expenditure Survey 2016. Malé. 

29 National Bureau of Statistics. 2020. Statistical Yearbook, Table 7.2. Malé. 
30 Maldives Partnership Forum 2019. Promoting Participatory Approach to Development by Empowering Women. 

Enhancing Social Outcomes Policy Note 11. 
31 Nachmany, M. et al., 2015. Climate Change Legislation in Maldives, an excerpt from “The 2015 Global Climate 

Legislation Study A Review of Climate Change Legislation in 99 Countries”, London: Grantham Research Institute 
on Climate Change and the Environment. 

https://www.unicef.org/maldives/what-we-do/education
http://hdr.undp.org/en/content/table-4-gender-development-index
http://hdr.undp.org/en/content/table-5-gender-inequality-index-gii
http://www3.weforum.org/docs/WEF_GGGR_2020.pdf
http://www3.weforum.org/docs/WEF_GGGR_2020.pdf
https://mpf.gov.mv/wp-content/uploads/2019/06/Enhancing-Social-Outcomes_Policy-Note-11.pdf
https://mpf.gov.mv/wp-content/uploads/2019/06/Enhancing-Social-Outcomes_Policy-Note-11.pdf
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islands) are located at unmanaged waste sites and in the presence of unprotected water storage 
containers, highlighting the need for adequate waste and wastewater management.32 
 
15. As one of the lowest-lying and most geographically dispersed countries in the world, 
Maldives is extremely vulnerable to threats posed by climate change. In response, the 
government has taken action to strengthen coping and adaptive capacity and become active 
internationally as an advocate of mitigating the impacts of climate change. Maldives has 
constitutionally recognized protection of the environment as a human right, and has committed to 
low-emission development, energy security, and sustainable development.33 In its 2015 Intended 
Nationally Determined Contribution, Maldives recognized its nearly complete dependence on 
imported fossil fuels. While Maldives’ 1.04 million tons of carbon dioxide (CO2) emissions in 2011 
represent only about 0.003% of global emissions, the country committed to mitigation through a 
10% unconditional reduction in greenhouse gas emissions to be achieved through fuel switching 
to alternative and renewable energy options.34 The adaptation contribution focused on enhancing 
food security, infrastructure resilience, vector borne disease control, water security, coastal 
protection, and safeguarding coral reefs and their contribution to tourism and fisheries. 
 
II. KEY IMPEDIMENTS TO FURTHER INCLUSIVE AND SUSTAINABLE GROWTH 
 
16. Maldives has achieved robust economic growth since the 1980s,35 but challenges remain 
to make such growth inclusive and sustainable. Although the country continues to be subject to 
the challenges that affect all small island developing states (SIDS), the development of resorts 
that successfully appealed to the high-end international tourism market on the strength of an 
exceptional marine environment has contributed significantly to GDP and public revenue. The 
resort economy, however, has generated modest employment and economic linkages, resulting 
in an economy heavily dependent on the state for the provision of services and economic activities 
that are more typically provided by the private sector. Regulatory barriers, inefficiency, and 
competition for credit further impede private sector development. The environment is fragile, with 
limited carrying capacity; it is facing increasing pressure, including through expanding demand 
for water and energy and increasing volumes of wastewater and solid waste. Proper public sector 
management remains a challenge. 
 

A. Challenges Facing Maldives as a Small Island Developing State 
 
17. Geographic constraints. The geography and dispersed population of Maldives (with 188 
inhabited islands in 26 atolls) result in structural constraints common to SIDS, which are so 
classified by the United Nations and ADB because of their specific economic, social, and 
environmental vulnerabilities. In line with other SIDS, small land area and market size and 
connectivity challenges limit the production base and competitiveness of Maldives. The narrow 

 
32 M. Bangert et al., 2018. Economic analysis of dengue prevention and case management in Maldives. PLoS Neglected 

Tropical Diseases, 19(9). 
33 The World Bank. 2017. The World Bank in Maldives. Quoted in UN Office for Disaster Risk Reduction.2019. Disaster 

Risk Reduction in Republic of Maldives: Status Report 2019. Bangkok; Government of Maldives. 2019. Strategic 
Action Plan 2019–2023. Male outlines the developmental targets and priorities of the Maldives’ government for 2019–
2023. It serves as a central policy framework to guide government agencies and offers means by which the public 
can track progress, measure success and hold the government accountable. 

34 These actions and undertakings could be increased by up to 24% in a conditional manner, in the context of 
sustainable development, supported and enabled by availability of financial resources, technology transfer and 
capacity building. Ministry of Environment and Energy. 2015 Intended Nationally Determined Contribution. 
Government of Maldives. 

35 Except for some contractions following the 2004 tsunami (–13% in 2005) and the 2008–2009 global financial crisis 
(–7% in 2009). 

https://www.worldbank.org/en/country/maldives/overview
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economic base and the small size of the economy constrain the scope for both agriculture and 
manufacturing, increasing the country’s reliance on imports, which increases costs and limits the 
potential for exports. This results in a structural balance of payments current account deficit, which 
makes the country vulnerable to external shocks, such as oil price swings or economic slowdowns 
in countries where tourists originate. 
 
18. Costly public service provision. The dispersion of Maldives’ islands and communities 
raises the cost of providing basic services. In response, the government provides electricity and 
fuel subsidies to make these affordable, particularly for outer islands residents with lower 
disposable incomes, and to protect consumers from fluctuations in international fuel prices. Outer 
and smaller islands have limited scope to expand economic activities because of their small 
population size and large distance from major islands and tourist resorts, and rely heavily on 
government employment as a source of income. The public sector (including SOEs) accounted 
for 39% of total employment in 2017.36 This generates inefficiencies in the SOEs that provide 
those jobs and deliver services, and increases the burden on public finance. Maldives’ public 
spending is well above the level expected for countries with a similar GDP per capita, and its 
persistent budget deficits contribute to the gradual increase in public debt levels.37 The high level 
of public spending will continue to threaten the country’s macroeconomic stability. 
 
19. Connectivity constraints. Despite Maldives’ efforts to connect its many widely spaced 
islands, the country still suffers from an inadequate and inefficient transport network. The World 
Bank’s most recent logistics performance index indicates that the quality of infrastructure in 
Maldives continues to lag that of India, but is relatively better than other countries in South Asia. 
The 2018 index ranks Maldives 86 out of 160 countries and second in South Asia.38 Although 
Maldives’ score and ranking have improved, connectivity between atolls remains a huge issue for 
majority of the population. Transport infrastructure development focusses largely on shipping and 
civil aviation. Domestic sea transport has been mainly between Malé and other atolls. Insufficient 
sea transport services and harbor facilities limit connectivity, constrain the mobility of people, and 
increase the cost of doing business. Only small vessels (50–250 ton capacity) provide service to 
outer islands. The government continues to provide incentives to private transport service 
providers, such as exemption from fuel duties, to expand the transport services. Despite these 
efforts, ferry trips remain infrequent. The practice of granting island development rights in return 
for the provision of ferry services has not worked and has been largely abandoned, leaving gaps 
in coverage. Transport costs are high because of the long distances between islands and atolls, 
underinvestment in critical sea transport infrastructure, and heavy reliance on imported fuel. The 
high cost of moving goods domestically has been a major concern of entrepreneurs from the 
atolls. Infrequent sea transport service delays the transport of goods, thus constraining the growth 
and profitability of enterprises in the islands and discouraging new investments in potentially 
profitable areas. 
 
20. Although emerging air and land transport problems are less central to addressing 
connectivity, upgrading air transport facilities is important to cater to the growth in tourist arrivals 
and help improve mobility across the various islands. Most international tourist traffic arrives at 
Velana International Airport, which has only a single runway and is operating near or at its 
maximum capacity. There are seven regional airports strategically located in the northern, central, 
and southern parts of the country, and a few domestic airports. Domestic flights are mainly used 

 
36 ADB. South Asia Regional Department. 2020. Reform of State Owned Enterprises in Maldives. Manila 
37 Although several other highly dispersed island states (Kiribati, Micronesia, Marshall Islands and Solomon Islands) 

have an even higher level of public spending. 
38 World Bank. Logistics Performance Index. Maldives 2018. Maldives’ relatively poor rankings are in the areas of 

Customs (ranked 105th) and Logistics Quality and Competence (ranked 125th). 

https://lpi.worldbank.org/international/scorecard/radar/254/C/MDV/2018#chartarea
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to transport tourists to resorts; cargo is transferred by sea transport. Moreover, air fares are 
significantly higher than sea fares. Despite the limited use and availability of land transport, road 
safety needs to be improved, and roads in the capital and larger atolls need better maintenance. 
The use of land transport in Maldives is very limited and most roads on the islands are coral sand 
roads. As of 2018, there are 93 kilometers (km) of paved roads in the country, including 16 km on 
Addu Atoll and 17 km in Laamu.39 Some 70,000 vehicles, mostly motorcycles, ply the roads of 
Malé, which corresponds to almost one vehicle for every two people living in the small island.40  
 

B. Tourism-related Challenges 
 
21. Success and distortions created by tourism. Maldives has successfully tapped the 
international tourism market on the strength of the comparative advantage provided by its 
outstanding marine environment. This has generated remarkable growth and attracted foreign 
investment, but resulted in some distortions. Most notably, the “one island, one resort” model has 
separated the main growth industry from the islands where Maldives residents live and the local 
economy is based. Consequently, resorts rely heavily on an immigrant labor force and import 
most inputs needed for construction and operations, greatly curtailing the employment and 
economic linkages tourism typically generates. The main linkages between tourism and the rest 
of the economy are the public sector revenues generated from resort leases, import duties, 
business profit taxes, airport service charges, and, more recently, tourism goods and services 
and occupancy “green” taxes. These have financed public expenditure for economic and social 
development at levels considerably higher than those in other SIDS. 
 
22. State dominance in non-tourism sectors. A byproduct of this development model has 
been overwhelming reliance on the state as the engine of economic activity outside the resort 
tourism subsector. While resorts rely on private sector financing, marketing channels, supply 
chains, and even transportation (through private seaplane operators), the state is heavily involved 
in the delivery of social and infrastructure services and most other economic activities, including 
goods imports, processing of fisheries catch, banking, telecommunications, transportation, and 
water and sanitation. To date, 34 SOEs operate in almost all economic sectors, absorbing market 
space and financial resources that in other countries support private sector development.41 This 
response was initially justified by the obstacles Maldives faces as a SIDS economy, but has 
evolved into a system that paternalistically addresses most needs of the public, raising welfare 
levels and providing employment. It has also created a mindset of dependency on the state, rather 
than self-reliance based on private initiative that befits an upper middle-income country. 
 
23. Limited services as tourism expands to inhabited islands. Recognizing the need to 
overcome the disjointed nature of the tourism sector, guesthouse tourism and a limited number 
of resorts on inhabited islands have been allowed since 2009, and encouraged starting in 2011. 
This has encouraged employment of Maldivian nationals and increased the use of domestic 
inputs. Unless accommodation standards and the environmental quality of inhabited islands are 
upheld, however, this poses the risk of diluting the “brand” of Maldives as a dream destination for 
beach tourism, potentially damaging the resort segment. A crucial element for preserving the 
brand is to ensure the quality of the marine environment in islands where guesthouse tourism is 
active is maintained through careful environmental management of reef and beaches, adequate 
supply of safe water, and proper treatment and disposal of wastewater and solid waste. These 

 
39 CIA World Fact Book. Maldives Transportation. 
40 United Nations Environment Programme. 2019. Maldives gets out ahead of air pollution. 
41 In 2017, the 23 SOEs for which data are available had assets equivalent to 107% of GDP, revenues corresponding 

to 38% of GDP, and accounted for almost 15% of total employment in Maldives. ADB. South Asia Regional 
Department. 2020. Reform of State-Owned Enterprises in Maldives. Manila 

https://www.cia.gov/library/publications/the-world-factbook/geos/mv.html
https://www.unenvironment.org/news-and-stories/story/maldives-gets-out-ahead-air-pollution
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aspects are not properly addressed in most islands. The recently created Maldives Fund 
Management Corporation has been tasked with developing recovery plans to bring to market 
distressed resorts and new ones that have yet to open, but considerable expertise and financing 
will be necessary to successfully achieve this objective. 
 

C. Environmental Degradation and the Threat of Climate Change 
 
24. In Maldives, similar to other SIDS, internal migration and expansion of a large urban center 
(Malé) can result in severe environmental pressures. Environmental issues have arisen due to 
the high density of the population, and its concentration in a few islands, compounded by the 
increasing number of tourist resorts, making environmental management more challenging. 
 
25. Solid waste management. The increasing population, growing economy and low 
awareness of sustainable solid waste management practices (e.g. reduce, reuse, and recycle) 
are resulting in the accumulation of waste in the country, which is creating a significant threat to 
the environment. The expansion of tourism also contributes to waste generation. In 2019, the 
visitors who stayed at resorts in Zone 3 (the Greater Malé region) generated an estimated 48 tons 
of solid waste per day, in addition to the average of 191 tons of municipal solid waste produced 
in Malé on any given day and more modest quantities on the outer islands.42 Waste management 
facilities are often lacking capacity, resulting in spillage of waste into the ocean, and open dumping 
and burning of garbage at the 30-year old Thilafushi Island, which has no pollution control 
measures. Leachate and plastics contaminate the surrounding marine environment creating a 
public health and environmental hazard. In most outer islands, the lack of waste processing 
facilities results in garbage being dumped on beaches or in the ocean, and backyard burning is 
common, threatening ground water resources, and air and ocean health.43 
 
26. Water, sanitation, and sewerage. Freshwater is usually concentrated in a thin lens at a 
depth of 1–1.5 meters, and availability is therefore limited; water degradation as a result of high 
salinity and/or pollution poses a serious challenge. Maldives depends heavily on water 
desalinated from seawater via reverse osmosis or bore well water. Among the 188 inhabited 
islands, only 34 have full water supply networks. The remaining islands (with 28% of the 
population) lack access to piped water network facilities. With respect to sewerage networks, only 
66 islands have complete proper  effluent collection including onsite household sewage collection 
tanks and piping. Of the established 66 sewer systems, 23 include sewage treatment plants 
(STPs) with secondary treatment before release to the ocean. However, operational constraints 
mean that the STPs installed in almost all these islands remain unused. The wastewater produced 
remains untreated, bypassing the STP and directly flowing to the sea, with reported negative 
environmental impacts on coral reef ecosystems because of raw sewage discharges. 
 
27. Energy. Maldives’ electricity and transport sectors depend heavily on imported fossil fuel, 
especially diesel, resulting in large CO2 emissions. Electricity consumption has increased 
significantly from 42 million kilowatt-hours in 1992 to over 628 million kilowatt-hours in 2016.44 
The depletion of wood resources and regulations on its use mean more households rely on 
kerosene and liquefied petroleum gas for cooking than on biomass. The country’s continued 
reliance on fossil fuels resulted in CO2 emissions increasing from 178.1 kilotons in 1999 to 870 

 
42 F. Kapmeier and P. Gonçalves. 2018. Wasted paradise? Policies for Small Island States to manage tourism‐driven 

growth while controlling waste generation: the case of Maldives. System Dynamics Review, 34(1-). 
43 C. Peterson. 2015. Assessment of Solid Waste Management Practices and Its Vulnerability to Climate Risks in 

Maldives Tourism Sector.  Malé: Ministry of Tourism. 
44 Maldives. Ministry of Environment and Energy. 2017. Island Electricity Data Book. Malé. 
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kilotons in 2018, an average annual increase of 12.1%.45 The rapidly growing demand for energy 
and the high cost of fuel imports and fuel subsidies are one of the government’s main concerns. 
 
28. A gradual shift away from a fossil fuel-based energy system to an environmentally friendly, 
renewable or alternative fuel-based energy system that uses energy-efficient technologies needs 
to take place in the public transport and industrial sectors. The government has started installing 
combined photovoltaic-battery storage-efficient diesel generation systems in outer islands. The 
objectives are to increase the share of renewable energy in the national energy mix by 20% by 
2023 compared to the 2018 level of 4.0%, and to reduce fuel usage for electricity generation by 
40 million liters by 2023. The government is exploiting the potential of solar, wind, hydrogen, and 
modern biomass resources for meeting energy needs in a sustainable manner. It is also actively 
exploring the potential of alternative, less polluting fuels.  
 
29. Climate change impact. Without sufficient attention to the impacts of climate change, the 
country’s development will face severe risks both in the short and long term. Loss of coral reefs 
due to rising sea temperatures, pollution, and infrastructure construction damage represent a 
threat to the sustainability of the tourism industry and fisheries and is compounding the effects of 
climate change.46 Many disaster hazards are also enhanced by climate change, which potentially 
increases the impacts of storms, droughts and regional flooding. As sea levels rise, tide-induced 
flooding is expected to also increase.47 Climate-proofing of existing and planned infrastructure are 
particularly pressing needs. 
 

D. Impediments to Private Sector Development 
 
30. Diversifying the economic base beyond tourism, improving entrepreneurial opportunities, 
and implementing timely structural reforms are key challenges facing the government. The 
Strategic Action Plan (SAP) 2019–202348 highlights the importance of stimulating private sector 
participation—especially by MSMEs—in tourism, agriculture, manufacturing, fisheries, and other 
services. In addition to the dominant role of SOEs, the following factors currently constrain efforts 
to diversify sources of growth through private sector development. 
 
31. Weak business environment. Substantial barriers persist that reduce the ease of doing 
business in Maldives. The World Bank Doing Business report showed Maldives dropping to 147th 
in 2019 from 139th in 2018 and 79th in 2014, ranking third-to-last among South Asian countries.49 
Licensing requirements for most activities have been streamlined but remain problematic in some 
cases—especially in dealing with construction permits and in ensuring and enforcing building 
quality control regulations. Maldives has an efficient debt recovery process, but its insolvency 
framework is still the weakest in the region. The legal framework to address anti-competitive 
conduct by firms in naturally competitive markets is limited. The country has a framework to 
maintain a competitive business environment, but fair business practices are generally lacking. 
Domestic courts are perceived to lack transparency and tend to favor government enterprises in 
investment disputes. The tax system has become more efficient with the introduction of online 
filing and payment, but the total number of hours needed to prepare, file, and pay taxes remains 
a challenge as it requires an average of more than 390 hours, longer than South Asia’s average 
of 277 and the Organization for Economic Co-operation and Development’s average of 161 

 
45 World Data Atlas-Knoema. Maldives Environmental Data (accessed 9 February 2020). 
46 Maldives Partnership Forum 2019. Sustainable Management of the Environment Policy Note 1. 
47 S. Brown, R. Nicholls, and I. Haigh. 2017. Coastal flooding in Maldives: an assessment of historic events and their 

implications. Natural Hazards, 89(1), pp. 131–159. 
48 Government of Maldives. 2019. Strategic Action Plan 2019–2023. Malé. 
49 World Bank. Doing Business. 

https://knoema.com/atlas/Maldives/CO2-emissions
https://mpf.gov.mv/wp-content/uploads/2019/06/Enhancing-Social-Outcomes_Policy-Note-11.pdf
https://www.doingbusiness.org/en/doingbusiness
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(footnote 49). Registrations and permits for businesses still require presentation of multiple 
applications to different agencies. The government has yet to establish a relevant legislative 
framework for the utilization of Public-Private Partnership (PPP) framework. 
 
32. Obstacles to trade. Trade processes are constrained by several procedural and 
organizational bottlenecks, which hamper the efficient flow of trade transactions. In the World 
Bank’s Doing Business 2020 (footnote 49), Maldives ranked 157th out of 190 countries in terms 
of trading across borders. The cost of documentary compliance per export transaction is $300, 
one of the highest in South Asia, where the average is $158. The cost of documentary compliance 
per import transaction is $180, below the subregional average of $262, but much higher than 
Singapore ($40), one of the Asia-Pacific region’s benchmarks in terms of trade facilitation. While 
the time required for documentary compliance to export (48 hours) and import (61 hours) are 
lower than the averages for South Asia (74 hours to export and 94 hours to import), there is much 
room for improvement compared with Singapore (2 hours for export and 3 hours for import). 
 
33. Limited access to credit. Despite recent government initiatives, finance continues to be 
a key bottleneck, especially to entrepreneurs with small and medium-sized businesses. The cost 
of finance in Maldives is generally high due to weak and inefficient financial intermediation and 
large public sector borrowing from the domestic financial market. Loan provision is highly 
collateralized, and banks normally request high loan security from borrowers. A persistent fiscal 
deficit and increasing public debt lead to considerable purchasing of government securities by 
commercial banks, which tightens domestic liquidity. The interest on government securities is kept 
artificially low, and financial institutions concentrate their lending on SOEs and large private firms 
with higher profitability and lower credit risk, and charge premium interest rates to the rest of the 
private sector, limiting MSMEs’ access to affordable finance. The country’s widely dispersed 
islands and highly scattered population pose a significant physical challenge to universal delivery 
of financial services. 
 

E. Challenges to Human Capital Development, Poverty and Inequality 
Reduction 

 
34. Maldives’ recent strong economic performance has resulted in substantial improvements 
in the welfare of the population. However, some vulnerability persists, and poverty remains higher 
in many outer islands. There is a need to improve people’s access to productive employment 
opportunities. Inequitable access results from a lack of education and job skills and/or unequal 
opportunity, both of which can prevent people from benefitting from broader economic growth. 
 
35. Skills shortage. The education system, especially at secondary and tertiary levels, lacks 
labor market relevance. Graduates are often ill prepared to meet the demands of the work 
environment, as they lack professional skills, and are at times reluctant to engage in semi-skilled 
and unskilled jobs, including manual labor. The skills shortage can also be traced to persistent 
inequity in the delivery of education services. Distance and cost are serious barriers to widening 
access to higher secondary education for students from outer islands. Access to higher education 
is limited to Maldivians who can afford to travel to and stay in Malé or overseas. Low educational 
attainment limits employment opportunities and leads to widening regional disparity in 
employment between atolls and Malé. As a result, nearly one out of four individuals aged 15–24 
in Maldives are not in education, employment, or training; 16% are unemployed. The 
government’s education expenditures have been concentrated in primary and lower secondary 
levels to achieve the goal of universal primary education, and to further develop the quality of 
lower secondary schools catering for students aged 13–15. Students that cease their education 
when they complete mandatory schooling at age 16 face a 2-year gap before they reach the legal 
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working age of 18, and have limited pathways and opportunities for skills development or pre-
employment. The focus on primary education has limited resources for higher secondary and 
tertiary education. The quality of higher secondary education should also be improved to increase 
pass rates of A-level examinations and expand access to higher education, which is not available 
to almost half of higher secondary graduates. 
 
36. Inefficient health service delivery. Maldives’ widely dispersed population is susceptible 
to service disruptions resulting from transportation difficulties, which may mean consumables and 
essential medicines are unavailable. The increasing cost of pharmaceuticals exacerbates the 
situation because transport system limitations inhibit bulk procurement. The dependence on the 
expatriate health sector workforce results in high turnover and service discontinuities. Recruitment 
and retention of adequately trained health professionals remains a key issue hindering service 
delivery, and especially the quality of care afforded to patients. The rise of non-communicable 
diseases—such as cardiovascular diseases, cancer, diabetes, and renal failure—is also 
challenging the health system, as capacity to address these is weak. While many laws and 
regulations have been formulated to fill gaps in healthcare delivery, some substantive issues 
remain unaddressed. Regulations are needed to implement the Public Health Act and Health 
Service Act, along with a law on medical negligence (many cases are unresolved, with no redress 
for the families of victims). In addition, the health system has limited capacity to respond to a 
pandemic, such as the 2020 global COVID-19 pandemic. 
 
37. Challenges in gender mainstreaming. The idea of “appropriate gender roles” and the 
gender division of labor influence access to resources and opportunities by Maldivian men and 
women, giving rise to gender inequality. Despite the existing enabling environment for gender 
mainstreaming in the Maldives in the form of gender-responsive laws, policies, plans, and 
programs, as well as gender-inclusive structures and mechanisms, challenges remain. There is 
limited government capacity to fully implement the National Gender Equality Law and achieve the 
gender-related targets of the country’s SAP, 2019–2023 (footnote 48). There are also capacity 
gaps at the local level, which are particularly important under the decentralized governance 
structure. The provision of basic services has now become the responsibility of local councils, 
whose members have limited experience in governance and lack awareness of gender gaps. Civil 
society organizations, including women’s organizations, face challenges in organizational 
development, access to resources, program planning, project implementation and monitoring, 
and financial management, affecting their ability to fully engage with the government. 
 

F. Public Sector Efficiency, Fiscal Sustainability, Governance and Capacity 
 
38. Fiscal sustainability has recently emerged as an equally critical issue. Emboldened by 
growing tourism revenues, successive governments have extended the network of subsidies, 
SOEs, and ambitious infrastructure and housing projects, locking Maldives into structural budget 
deficits with rapidly growing levels of public and publicly guaranteed debt. Growing debt-financed 
fiscal deficits crowd out private investment as the public sector competes for limited credit 
resources, and high public debt reduces future fiscal space, limiting investment in human capital 
and infrastructure for future generations.50 Closer scrutiny of public investment projects and 
programs, increases in public sector and SOE efficiency, heightened control of subsidies, and 
moderate increases in tax revenue, if enacted in combination, can reverse the situation and lead 
to a more stable long-term fiscal outlook. 

 
50 The Fiscal Responsibility Act 2014 mandates achieving a primary surplus and a budget deficit that is less than 3.5% 

of GDP from 2017. These targets have not been achieved; even the approved 2020 budget is not aligned to achieve 
the fiscal targets. 
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39. Efficiency in the provision of public services. Providing services to a small population 
dispersed over a large area is costly. In Maldives, the situation is aggravated by inefficiencies and 
limited capacity in some responsible SOEs and by untargeted subsidies to maintain the 
affordability of end-user tariffs. In 2019, Maldives spent $32.5 million (equivalent to 2.8% of public 
expenditure) on diesel fuel subsidies alone.51 Subsidies could be reduced without increasing the 
cost for end-users through (i) ongoing introduction of measures to reduce costs (e.g., solar-
battery-efficient diesel systems that reduce fossil fuel consumption); and (ii) improved efficiency 
of utility companies and better targeting of subsidies (for example, through lifeline tariffs combined 
with automatic adjustments linked to objective indicators such as the cost of fuel). The proposed 
establishment of a utility regulatory authority provides an opportunity and an institutional 
mechanism for improving public service efficiency. 
 
40. Public investment in infrastructure and housing development. The government faces 
the challenge of balancing much-needed investments to address infrastructure gaps and 
managing the temporary widening of fiscal and external deficits. In response to the challenges 
associated with servicing Maldives’ widely dispersed islands, the government initiated a 
development strategy focusing notably on the Greater Malé region, which entailed huge 
infrastructure investments (e.g., expansion of the international airport, construction of a bridge 
connecting the capital and airport islands, and development of new housing in Hulhumale). 
Implementing this strategy increased public spending, which became a major driver of recent 
economic growth, but also resulted in immense financial strain on the government. 
 
41. State-owned enterprises. Improvements in the efficiency of SOEs through better 
corporate governance and closer alignment of their operations with commercial principles would 
increase their contribution to non-tax revenues. In 2017, SOEs accounted for more than 11% of 
GDP, but their contribution to the public budget dividends amounted to just 1.2% of GDP.52 The 
exemption of public enterprises from the procurement regulatory framework constitutes a major 
procurement risk. There is also a need to improve the capacity of the Ministry of Finance in its 
role as Secretariat to the Privatization and Corporatization Board by providing training to improve 
analytical capacity for fiscal oversight of SOEs in various areas. These include preparation of 
accounting and reporting of transfers, review of internal and external audit arrangements, and 
strengthening of financial reporting arrangements. The establishment of an independent 
centralized agency to oversee SOEs should also be considered in line with international good 
practice in this area. Overall, Maldives needs to develop a clear rationale and policy for creating 
new SOEs. The establishment of any SOE should be justified only if its functions cannot be 
effectively performed by the private sector, another part of the government, or an existing SOE, 
and if an incorporated entity is the best way to carry out those functions. To increase public service 
delivery quality, the SOE should act based on a clear mandate—any funding required by the entity 
should be transparent, including any required Parliamentary approval for relevant equity, 
subsidies, or government contracts during the National Budget approval process. The operation 
of SOEs providing public utilities and services should be regulated by independent authorities, 
and their operations based as much as possible on commercial principles, with clear identification 
and funding arrangements for subsidies or cross-subsidies. 
 

 
51 Transfers to the State Trade Organization (fuel subsidy) and state utilities (tariff subsidy). World Bank. 2019. Maldives 

First Fiscal Sustainability and Budget Credibility Development Policy Financing Operation. Washington, DC. 
52 Republic of the Maldives, Ministry of Finance. 2019. Budget in Statistics. Malé.  

https://projects.worldbank.org/en/projects-operations/project-detail/P163966?lang=en
https://projects.worldbank.org/en/projects-operations/project-detail/P163966?lang=en
http://www.finance.gov.mv/public/attachments/A3x787DjtC0SCu0HBVZfuxPgs2OcXghirOewVz7U.pdf.
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42. Governance quality. Government inefficiency and weak institutional capacity remain 
critical constraints to further development.53 The prevalence of corruption in the Maldives’ public 
sector is perceived to be high based on global corruption indicators. Transparency International’s 
Global Corruption Perception Index (CPI) ranked Maldives 130th out of 180 countries surveyed 
in 2019 (a score of 29 out of 100), suggesting that a high level of corruption exists in the 
government. The country has the third-lowest CPI rank in South Asia, above only Bangladesh 
(ranked 145th) and Afghanistan (173rd).54 Pervasive rent-seeking behavior in the government 
results in public resource leakage and undermines the government’s capacity to deliver public 
services. The perception of irregularities, including mismanagement of resources and corruption, 
discourages growth and diversification of private investment.55 The current administration, 
inaugurated in 2018, is expected to strengthen the institutional capacity of the government and 
the rule of law, and increase public confidence in the courts and judicial system. 
 
III. IMPLICATIONS FOR ADB COUNTRY ENGAGEMENT 
 
43. The preceding analysis of impediments to Maldives’ achievement of a prosperous, 
inclusive, resilient, and sustainable economy can guide the selection of key areas for ADB 
support. Six critical constraints were identified. First, Maldives size and geographic characteristics 
limit its economic potential, and the associated connectivity problems make service delivery and 
economic activity more costly. Second, the resort tourism-based development model has limited 
direct and indirect employment of Maldivian nationals, and other linkages to the domestic 
economy. Third, pressure on the carrying capacity of the fragile marine environment—caused by 
both residents and tourists—threatens the quality of life in the islands and the country’s future 
tourism potential. Fourth, the weak business environment and limited access to finance inhibit 
private sector development. Fifth, a lack of professionals and highly skilled workers combined 
with inequality in access to services and employment opportunities hinder inclusive growth. 
Finally, inefficiencies in public sector delivery and the SOE sector aggravate the public deficit and 
could undermine long-term fiscal sustainability, while low institutional capacity constrains further 
development. 
 
44. The ADB country partnership strategy (CPS) 2020–2024 aligns with and supports the 
government’s development strategy and ADB’s Strategy 2030.56 The government’s highest 
priority is that all Maldivians can live a dignified life. Its vision is to establish a Jazeera Raajje 
(island nation); its promises include providing affordable housing, protecting and preserving the 
environment, and improving the quality of governance. To ensure that national development is 
conducted holistically, with reference to citizens’ actual needs and priorities, and in an organized 
and time-bound manner, in October 2019 the government launched its central policy framework 
and planning document—the SAP 2019–2023 (footnote 48). The SAP covers five priority areas: 
(i) achieving a blue economy by strengthening  tourism and fisheries, as well as developing other 
economic drivers such as small and medium-sized enterprises; (ii) developing a caring state by 
strengthening health and education services; (iii) building strong families by providing affordable 
housing, addressing issues affecting vulnerable sectors, and community empowerment; (iv) 
developing Jazeera Dhiriulhun (inclusive and sustainable island life) by improving connectivity, 
access to clean energy and basic community infrastructure and services while ensuring 

 
53 ADB. 2016. Maldives: Country Governance Risk Assessment. Manila (unpublished report). 
54 Transparency International. Corruptions Perceptions Index 2019.  
55 Deterioration in the rule of law and regulatory quality can undermine the gains made in the quality of the investment 

climate. 
56 ADB. 2018. Strategy 2030: Achieving a Prosperous, Inclusive, Resilient, and Sustainable Asia and the Pacific. 

Manila.  

https://www.transparency.org/en/cpi/2019/results/table
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environment protection; and (v) good governance, which includes national security and 
government accountability to its citizens. 
 
45. The Maldives CPS Final Review Update, 2014-201957 confirmed the importance and 
expected positive development impact of ADB’s involvement in MSME development, scaling up 
renewable energy generation in the outer islands, environmental improvement through waste 
management, and transport. The CPS Final Review Validation, 2007-201358 found ADB had been 
effective in helping Maldives address the repercussions of the global financial crisis on tourism 
inflows and the local economy by strengthening revenue mobilization, in close cooperation with 
the International Monetary Fund and the World Bank, which focused on macroeconomic 
imbalances and expenditures. It also recommended that ADB consider re-engaging in the 
education sector to promote inclusiveness through support for vocational, technical, post-
secondary, and tertiary education. Both documents suggested that ADB continue to address the 
weak capacity of the implementing agencies, not only in project implementation, but, more 
broadly, through staff training, strengthening of systems, sector studies, and development of 
regulations and procedures.  
 
46. Based on the key impediments, the priorities in the Maldives SAP 2019–2023, the focus 
of ADB’s Strategy 2030, and ADB’s comparative advantage, the proposed strategic objectives of 
the new CPS are as follows. 

 
(i) Enhance public sector efficiency and fiscal sustainability to improve the 

delivery of public services, reduce associated subsidies, and increase the 
effectiveness of tax administration, and the efficiency and commercial orientation 
of state enterprises.  The overall goal is to reduce the cost of service delivery and 
chronic budget deficits, and help Maldives remedy its present high risk of debt 
distress. 

 
(ii) Strengthen competitiveness and diversify the economic base through private 

sector development by addressing impediments in the business environment, 
facilitating access to finance, promoting international trade, restoring the economic 
viability of potential and/or existing tourist resort islands, and improving the quality 
of human capital, with the goal of enhancing the creation of and access to 
employment opportunities. 

 
(iii) Improve the quality of life of island communities while ensuring 

environmental sustainability by investing in infrastructure and services (solid 
waste and clean energy), while helping preserve for future generations the marine 
environment that is the foundation of the successful tourism and fisheries sectors. 

 
47. These objectives will also help Maldives achieve the Sustainable Development Goals, 
including those related to poverty; a quality education; gender equality; affordable and clean 
energy; decent work and economic growth; industry, innovation and infrastructure; sustainable 
cities and communities; and climate action. 

 
57 ADB. 2020. Maldives Country Partnership Strategy Final Review Update, 2014–2019. Unpublished. 
58 Independent Evaluation Department. 2015. Maldives Country Partnership Strategy Final Review Validation, 2007–

2013. Manila: ADB. 

 


