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EXECUTIVE SUMMARY 
 

Since its independence in 1965, the Maldives has achieved commendable economic 
and social developments. While the country was one of the poorest in South Asia in the early 
1970s, it now has the highest per capita income in the region. The average growth rate of 7.4% 
in the 1990s is impressive. The growth has been due mainly to the rapid development of tourism 
and related sectors. However, vulnerability of the economy remains a key concern. 
 
 Until 2000, the Maldives’ economic performance was favorable, even though it showed a 
downward trend, partially due to the global economic slowdown. However, the country came 
under stress as a result of adverse global developments, particularly after the 11 September 
2001 events. Tourism was adversely affected by concerns over travel safety and significant 
declines in consumer spending and confidence. Tourist arrivals declined by 1.3% in 2001; it was 
the first time in the 30-year history of Maldives tourism that the sector experienced zero growth. 
The downturn of the tourism sector had spillover effects on other sectors, and contributed to a 
weak economic performance as a whole. The gross domestic product (GDP) growth rate for 
2001 was 3.6%. The sector has yet to demonstrate recovery in 2002, with tourist arrivals from 
January to August 2002 recording a 6.5% decline from the same period in 2001.  
 

The annual population growth rate for 1996-2000 was 1.9%, a significant reduction from 
2.7% for 1991-1995. The population under 15 years old accounted for 41% of the total. This 
underscores two key issues: (i) significant number of youth are expected to enter the labor 
markets in the coming years, and (ii) there is a possibility that the population growth rate will rise 
again in the near future. A survey of employment status demonstrated that the atoll population, 
especially the women, are disadvantaged with limited employment opportunities and low 
educational achievement. 

 
The Government's fiscal position started deteriorating in recent years, due predominantly 

to the Government's relaxed stance in expenditures. The Government's revenue structure has 
been narrow, based on a limited number of revenue sources. The total revenues from four key 
revenues sources—import duties, tourism tax, dividends from state-owned enterprises, and land 
lease rent—account for more than three-quarters of the total Government revenue. These four 
major revenue sources, however, are influenced by external factors, particularly the 
development of tourism.  

 
The Government's budget for 2002 is characterized by a surge in both expenditure and 

financing sides. A major contributing factor to the expansion is the Government's Hulhumalé 
Project. A large amount of disbursements by both public and private external assistance 
agencies is anticipated in 2002. Another noteworthy feature of the 2002 budget is that it 
assumes a minimal domestic financing of fiscal deficit. Nevertheless, the fiscal deficit is as high 
as 6.8% of GDP in the 2002 budget, which will be financed by foreign borrowings. While the 
borrowings comprise mainly loans of concessional nature, careful monitoring is required to 
ensure sustainability of the Government's fiscal deficit and debt position.  

 
Inflation rates in recent years have been kept in check at low levels ranging from 

negative 1.4% to positive 3.0%, in contrast with the higher levels in the mid-1990s. The price 
movement has generally reflected the slowdown of GDP growth, but has also been subject to 
import prices of daily necessities and fuels and local prices of fish. Measures to further liberalize 
the financial markets have been undertaken, including elimination in August 2001 of the 7 
percentage point maximum spread on rufiyaa interest rate. The elimination permitted the 
expansion of credit to the private sector. The rufiyaa, which has been fixed to the US dollar 
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under a de facto fixed exchange rate policy, was devalued on 25 July 2001 by 8% from 
Rf11.77/$1.0 to Rf12.80/$1.0.  
 
 The performance of the external sector in 2001 highlighted the adverse effects the 
country suffered after 11 September 2001. The trade balance deteriorated by 1.9% compared 
with that in 2000, mainly due to the slowdown in the United States (US) economy, which is the 
Maldives’ main export market. The trade deficit was 38.0% of GDP, compared with 37.4% in 
2000. Receipts from tourism were significantly lower than what was anticipated in early 2001. 
Net nonmonetary capital inflow in 2001 dropped by 11.6% from that in 2000. A major reason for 
the decline has been a shrinkage of private capital inflow since 1999 when the construction of 
most of the new resorts under the first phase of the Government's Tourism Master Plan was 
completed. The balance of payments in 2001 therefore recorded a deficit of $21.4 million, 
compared with a deficit of $7.9 million in 2000. Accordingly, the gross international reserves 
reached the lowest level of $94.3 million in the past 5 years. It was sufficient for only 2.9 months 
of imports. 
 

The future performance of the Maldives economy depends highly on the development of 
the tourism sector. The sector has not performed well in the first half of 2002, although it is the 
peak season. Therefore, the sector's performance for 2002 as a whole will likely remain weak. 
However, a gradual recovery is expected in 2003 and onward due partly to an optimistic outlook 
of the economy of the European Union, the main market for Maldives tourism. The anticipated 
recovery of the US economy is also an encouraging factor, leading to a further boost in exports. 
In the domestic economy, the Government's Hulhumalé project and regional development 
programs will spur the domestic demand for local construction and transportation. Overall, there 
is a potential for recovery in 2003 and onward. However, the scenario is subject to external 
factors including the security situation in the Middle East and South Asia and the development 
of a global economy.  
 

The Government's fiscal balance warrants close monitoring. There are positive factors 
that will be conducive to improvement in the fiscal position. First, a new public accounting 
system to be introduced will enable more comprehensive and updated control over public funds. 
Second, the Government is committed to introducing new tax regimes. Third, the Government 
aims to introduce a program budgeting approach in the budgeting process. However, 
uncertainty remains on the increasing trend for capital expenditures, mainly in association with 
the Hulhumalé Project. The increased expenditures will need to be financed by external 
borrowings, so it is important to closely monitor the Government's debt profile and debt servicing 
capacity. The Government policy to introduce a mechanism for cost recovery under the Project 
is an encouraging factor to ease pressure on its fiscal position. 
 

The expected recovery of the world economy, particularly in the US, will have a positive 
impact on exports, but uncertainty remains due to the large fluctuation in international fish prices. 
As tourism is expected to recover after 2003, the current account deficit will be lowered. 
However, there is concern about financing the deficit, as private sector capital inflows have 
been declining since 2000. The country needs to attract private capital inflow and to further 
contain the current account deficit to ensure that the external balance remains sustainable.  
 
 Key economic policy issues include (i) reducing economic vulnerability through 
diversification, (ii) promoting state-owned enterprise reforms to encourage more active private 
sector participation in economic activities, and (iii) expediting financial sector reforms to support 
private sector development.  
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I. RECENT ECONOMIC DEVELOPMENTS 

A. Growth and Employment 
 
 1. Aggregate Growth 
 
1. Since its independence in 1965, the Maldives has achieved commendable economic 
and social developments. While the country was one of the poorest in South Asia in the early 
1970s, it now has the highest per capita income in the region. The average growth rate of 7.4% 
in the 1990s is impressive. That growth was due mainly to the rapid development of tourism and 
related sectors including construction, transport, and telecommunication (Table 1).1  
 
2. The Maldives has a very open economy due to the need to import almost everything but 
fish products and the need to earn foreign exchange from tourism and exports of fish products 
to finance the imports. The economy is thus vulnerable to such external factors as economic 
development in the European Union (EU) countries that are the major markets for tourism, 
security situation in South Asia and the Middle East, and international fish prices.  
 
3. The vulnerability is also a result of the narrow economic base of the country. Given the 
limited natural resource endowments, scarce land, small population and domestic markets, the 
country needs to rely on virtually two sectors—tourism and fisheries. Tourism is the leading 
industry in the country, accounting for one third of gross domestic product (GDP) (Table 2). The 
importance of tourism becomes more significant if we consider the close link between it and 
other sectors. While the contribution of fisheries to GDP has been declining over time, the 
sector remains vital to the economy, because it is the main provider of food items and 
employment in a number of atolls.2  
 
4. While GDP indicates the value of goods and services produced by a country within its 
national territory, the gross national product (GNP) measures the earnings that are actually 
retained by the country. It is acknowledged that the openness of the Maldives' economy results 
in high leakage effects in the form of factor payments, mainly wages and salaries paid to 
expatriate workers and the profits remitted by foreign-owned enterprises and financial 
institutions. GNP thus is likely to be considerably lower than GDP. However, accurate estimates 
of GNP in the country are not yet available.  
 
5. Until 2000, the Maldives’ economic performance was favorable, but it showed a 
downward trend, partially due to the global economic slowdown. It came under stress as a result 
of adverse global developments, in particular the 11 September 2001 events. Tourism was 
adversely affected by concerns over travel safety and significant decline in consumer spending 
and confidence. Tourist arrivals declined by 1.3% in 2001—the first time in the 30-year history of 
Maldives' tourism that the sector experienced zero growth. The downturn of the tourism sector 
had spillover effects on other sectors, and contributed to the weak economic performance as a 
whole. The GDP growth rate for 2001 was 3.6%.  
 
 
 

                                                 
1  The national accounts statistics for 1995 to 2001 are subject to further revisions due to the ongoing quality 

improvement exercise under ADB's technical assistance.  
2  In national accounts statistics, only catch values are included in the fisheries sector. Added values from fish 

processing are included in the manufacturing sector.  
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Table 1: Annual Growth Rates by Economic Activity, 1997-2001 

 
Item 1997 1998 1999 2000 2001 
      
GDP 10.4 9.8 7.2 4.8 3.6 
      
Primary Sector 2.1 7.0 3.5 -0.7 5.1 
 Agriculture 1.8 1.8 2.0 3.5 3.8 
 Fisheries 1.1 8.6 3.8 -1.8 5.6 
 Coral and Sand Mining 15.2 14.9 7.0 -6.9 6.0 
      
Secondary Sector 20.5 17.2 12.4 1.6 8.1 
 Manufacturing 16.0 12.0 11.0 4.5 5.4 
 Electricity and Water Supply 23.3 17.5 14.1 14.3 11.0 
 Construction 30.3 29.7 14.0 -13.8 11.9 
      
Tertiary Sector 10.0 8.9 6.8 6.0 2.5 
 Wholesale and Retail Trade 7.3 3.6 3.2 3.2 0.4 
 Tourism  7.4 5.7 6.9 5.6 0.0 
 Transport and Communication 17.0 21.4 3.5 7.6 1.6 
 Financial Services 8.8 9.2 7.3 3.1 2.5 
 Real Estates 5.7 6.0 5.1 2.6 2.1 
 Business Services 8.8 9.2 7.3 3.1 2.5 
 Government Administration 18.5 9.9 14.8 10.7 11.8 
 Education, Health, and Social Services 2.1 2.1 2.0 2.0 1.7 
       

GDP = gross domestic product. 
Source: Ministry of Planning and National Development. 
 
 

Table 2: Composition of Gross Domestic Product by Sector Origin, 1997-2001 
 
Item 1997 1998 1999 2000 2001 
      
GDP 100.0 100.0 100.0 100.0 100.0 
      
Primary Sector 10.5 10.2 9.9 9.4 9.5 
 Agriculture 3.2 2.9 2.8 2.8 2.8 
 Fisheries 6.7 6.9 6.4 6.0 6.1 
 Coral and Sand Mining 0.7 0.7 0.7 0.6 0.6 
      
Secondary Sector 13.3 14.2 14.9 14.4 15.1 
 Manufacturing 7.6 7.7 8.0 8.0 8.1 
 Electricity and Water Supply 2.6 2.8 2.9 3.2 3.5 
 Construction 3.1 3.7 3.9 3.2 3.5 
      
Tertiary Sector 80.2 79.6 79.2 80.1 79.3 
 Wholesale and Retail Trade 5.1 4.8 4.6 4.5 4.4 
 Tourism  34.1 32.8 32.7 33.0 31.9 
 Transport and Communication 13.2 14.6 14.1 14.5 14.2 
 Financial Services 3.5 3.4 3.4 3.4 3.4 
 Real Estates 8.4 8.2 8.0 7.8 7.7 
 Business Services 3.0 2.9 2.9 2.9 2.9 
 Government Administration 10.4 10.5 11.2 11.8 12.8 
 Education, Health, and Social Services 2.5 2.3 2.2 2.2 2.1 
       
 Financial Services Indirectly Measured -4.0 -4.0 -4.0 -3.9 -3.9 

GDP = gross domestic product. 
Source: Ministry of Planning and National Development. 
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 2. Sector Performance  
 
6. The tourism sector demonstrated robust growth until 2000; the growth rate averaged 
6.4% during 1997-2000. Tourist arrivals recorded an average growth of more than 8% during 
the same period. Tourist facilities rapidly expanded in the period under the Government's 
Tourism Master Plan, but the declining capacity utilization ratio has been a concern. Table 3 
provides the key indicators of the tourism sector.  
 

Table 3: Tourism Sector Key Indicators, 1997-2001 
 
Item  1997 1998 1999 2000 2001 
      
Tourist Arrivals ('000)  365.6  395.7  429.7  467.2  461.0 
Annual Percentage Change (%)  7.9  8.3  8.6  8.7  -1.3 
      
Average Length of Stay (day)  8.9  8.8  8.7  8.4  8.6 
      
Tourist Bed Nights ('000)  3,271  3,467  3,718  3,937  3,933 
      
Capacity Utilization Rate (%)  77.4  76.2  69.7  68.2  65.6 
      
Number of Tourist Resorts  73  73  79  84  86 
      
Source: Ministry of Tourism. 
 
 
7.  The tourism sector severely suffered from the adverse external environment in 2001. 
While a mild slowing down in the sector had already been felt since 2000, the attack on Sri 
Lanka's international airport in July 2001 was the first incident that severely hit the Maldives' 
tourism industry. The security concern about the key transit airport to the Maldives resulted in a 
4.5% decline in tourist arrivals in August 2001. After the 11 September 2001 events, the country 
faced the acute and serious challenge of a drastic decline in tourist arrivals; in October and 
November 2001, tourist arrivals dropped sharply by 20.1% and 22.2%, respectively, compared 
with the same months in 2000 (Figure 1). The overall tourist arrivals in 2001 recorded a 1.3% 
decline which was in sharp contrast with the 8% increase on average in recent years. 
Consequently, tourism sector growth sharply fell to 0.0% in 2001. 
 
8. While the occupancy rate had already been falling since 1999 after the opening of new 
resorts, it further dropped after September 2001 to the level that is believed to be below the 
break-even point in the industry. Some resorts suffered from shortage of liquidity and faced 
serious financial problems. To mitigate the adverse consequences, the Government introduced 
remedial measures, including granting resort owners a 6-month moratorium on payment of rents 
on the leased islands.  
 
9. The sector has yet to demonstrate recovery in 2002. Tourist arrivals from January to 
August 2002 recorded a 6.5% decline from the same period in 2001. With the peak season for 
Maldives tourism being November to April, the sector still performs poorly, while showing an 
upward trend on the basis of monthly statistics. Occupancy rates for the same period in 2002 
demonstrated a 3.5% decline compared with 2001.  
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Figure 1: Monthly Tourist Arrivals, 2000-2002 
(percentage change from the same month of the previous year) 
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Source: Ministry of Tourism. 
 
 
10. The transportation and communication sector is now the second largest component of 
GDP in the Maldives. For the transport sector, the rapid expansion of tourism up to 2000 led to 
a significant increase in international passenger movement at Malé International Airport—more 
than 1.1 million passengers in 2000 compared with about 0.9 million in 1997. Aviation services 
are also important in the domestic transportation system given the scattered islands setting. 
Currently, there are three private airline companies. One provides scheduled/chartered flights to 
the regional airports in Haa Dhaalu, Laamu, Gaafu, and Addu Atolls, while the other two provide 
air transfers between Malé and the outlying resorts.3 The regional airport in Gan in Addu Atoll is 
being upgraded to an international airport and is expected to spur tourism activities in the far 
south of the country by directly receiving international tourists.  
 
11. Sea transport is a major means of transportation within the country. The private sector 
provides inter- and intra-atoll sea transport, which carries local passengers and domestic freight. 
Malé Commercial Harbor is the main port of the country and handles the bulk of the country's 
imports. The container throughput handled by Malé Commercial Harbor had increased until 
2000, but it decreased by 2.5% in 2001, due to the slowdown in economic growth since 2000. 
Nevertheless, the average turnaround period fell significantly, which implied improved 
operational efficiency. Two regional ports are being developed in the north and the south of the 
country.  
 
12. The 11 September 2001 events had limited but certain impacts on the transport sector. 
The impacts were largely confined to transport services for international tourists. The passenger 
movement at Malé International Airport decreased by 1.6% in 2001 after a positive growth of 

                                                 
3  Air Maldives, which was a Government-owned enterprise, provided both international and domestic flights until 

2000. However, it suspended all operations in 2000 due to financial constraints. Island Aviation Services, Pvt. Ltd. 
took over the domestic operations.  
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5.3% in 2000.  Seaplane services were also adversely affected, as their major targets are 
tourists. However, the slow down in the transport sector in 2001 was equally attributable to the 
economic slowdown in the domestic economy since 2000, due to the depressed demand for 
intracountry transportation services by Maldivian locals. 
 
13. Telecommunication is one of the most rapidly growing sectors in the Maldives' economy. 
During the last several years, the sector demonstrated significant progress. Key new services 
such as the Internet and digital cellular phone were introduced. Despite the scattered 
geographic setting, the country achieved in 1999 nationwide coverage by telephone services. 
The Telecoms Sector Policy was announced in 2001, and it aims at reducing telecom charges 
and opening the telecom markets for competition.  
 
14. Despite the recent healthy growth, the sector experienced a slowdown in late 2001. The 
sharp decline in tourist arrivals after September 2001 lowered the demand for 
telecommunication services by tourists. This was in addition to the declining use of 
telecommunication services by local industries, associated with the local economic slowdown 
since 2000. However, the rapid expansion in the supply side of telecommunication infrastructure 
has partially offset the depressed demand. The expansion of the sector has been supported by 
the Government's firm commitment to sector reforms. The key achievements to date include the 
preparation of the Telecommunication Bill, which is expected to be enacted 2002. The 
Government has opened up the Internet market by inviting a second service provider. It plans to 
open up the mobile phone market as well to a second service provider in 2003. These 
measures will significantly reduce tariff rates for the Internet and mobile phone services. The 
Government's actions in sector reforms are well ahead of the time frame set in the sector policy.  
 
15. While the contribution of fisheries to GDP has been declining over the past years, the 
sector still plays a key role in the country's economy by providing a major food item as well as 
employment opportunities. In the GDP statistics, only primary harvesting values are included in 
the fisheries sector; other values added by fish processing are counted in the manufacturing 
sector. If these values are taken into account, fisheries will contribute about 8% of GDP.   
 
16. The performance of the fisheries sector was weak in 1999 and 2000 due to the sharp fall 
in the international price of tuna. As a result, the sector growth rates were 3.8% and negative 
1.8% in 1999 and 2000, respectively, compared with 8.6% growth in 1998. However, the price 
recovery that started in early 2001 had a positive effect, bringing the sector growth upward to 
5.6% in 2001.  In the first 9 months of 2002, the total fish catch increased by 18% compared 
with the same period in 2001. The price for a ton of frozen tuna had recovered to $650 at the 
end of 2001, and is expected to remain in the range of $650-$700 throughout 2002. Export 
earnings generated from marine products for the first quarter of 2002 are estimated at $15.5 
million, a 34% increase from the same quarter in 2001. The prospects for the fisheries sector in 
2002 are therefore bright. 
 
17. Despite the limited land availability and the limited contribution to GDP, agriculture 
remains an important sector, particularly for the rural population in the remote atolls in terms of 
food security, import substitution, and employment opportunities. The sector has shown steady 
growth in recent years, and its domestic nature has considerably immunized it to fluctuation in 
external factors. 
 
18. Manufacturing has constantly accounted for about 8% of GDP. The sector is an 
important source for local employment; it is estimated that the sector employs 13% of the 
country's total labor force. It provides women with employment opportunities; more than half of 
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the labor force in the sector are women. Garments constitute the primary manufactured product, 
followed by canned fish, both of which are mainly for export.4  
 
19. The construction sector has been accounting for about 3% of GDP in recent years. 
Since the construction of new resorts is a major activity, the performance of the sector is 
influenced by the medium-term development trend of the tourism sector. The high growth rates 
of the sector in the late 1990s were due to the opening of 13 new resorts under the 
Government's Tourism Master Plan. Similarly, the sharp decline of sector growth in 2000 
resulted from completion of the construction of the new resorts. The positive growth of the 
sector in 2001 was supported by the strong demand for local dwellings and commercial 
infrastructure.  
 
 3. Employment and Wages 
 
20. The Government's Population and Housing Census in 2000 showed that the annual 
population growth rate for 1996-2000 was 1.9%.5 That was a significant reduction from 2.7% for 
1991-1995. A young population structure has been a unique feature of the Maldives (Figure 2). 
The Census revealed that the population of under 15 years accounted for 41% of the total. The 
percentage will rise to as high as 53% for a population of under 20 years. This underscores two 
key issues: (i) a significant number of youth are expected to enter the labor markets in the 
coming years,6 and (ii) there is a possibility that the population growth rate will again rise in the 
near future.  
 

Figure 2: Population by Age, 2000 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: Ministry of Planning and National Development. 2000. Population and Housing Census of Maldives. Malé. 
 

                                                 
4   It is reported that garment factories are owned by foreign firms, and the majority of their employees are expatriates. 

Therefore, the earnings  from the exports will likely flow out of the country and will have limited impacts on local 
labor.  

5  Ministry of Planning and National Development. 2002. Population and Housing Census of Maldives. Malé.   
6  It is estimated that about 16,000 will leave schools in 2002 and about 10,000 every year after 2003. 
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21. The total population of 12 years old or over was 184,522, of whom 87,987 or 47.7% 
were economically active, and 93,136 or 50.5% were not (Table 4).7 The ratio of active status 
did not differ significantly between Malé and the atolls. However, the ratio for women was very 
low compared with that of men. The underlying causes for not being economically active, or not 
being able to find jobs, included (i) non availability of any type of work due to a geographic 
disadvantage, and (ii) low educational attainment. Table 4 indicates that the ratio of the people 
who were unable to find jobs among those who were not economically active was significantly 
higher in the atolls than in Malé; it was also higher for women than for men. The implication is 
that the atoll population, especially the women, are disadvantaged with limited employment 
opportunities and low educational achievement.  
 

Table 4: Employment Status, 2000 
 

     Total                                   Activity Status 
12 yrs old 

or  
abovea 

 
Economically 

Active 

 
Not Economically 

Active 

Unable to Find Jobsb 

 
 

 
 

Item 
 

No. No.  % No. (a) % No. (b) (b)/(a) 
        
Republic  184,522  87,987  47.7  93,136  50.5  8,150  8.8 
 Males  93,669  58,279  62.2  33,619  35.9  1,878  5.6 
 Females  90,853  29,708  32.7  59,517  65.5  6,272  10.5 
        
Male'  57,902  28,258  48.8  28,274  48.8  794  2.8 
 Males  30,276  18,964  62.6  10,589  35.0  300  2.8 
 Females  27,626  9,294  33.6  17,685  64.0  494  2.8 
        
Atolls  126,620  59,729  47.2  64,862  51.2  7,351  11.3 
 Males  63,393  39,315  62.0  23,030  36.3  1,578  6.8 
 Females  63,227  20,414  32.3  41,832  66.1  5,773  13.8 
         a  Numbers do not add up to total because of the other category of "unstated," which is not included in this table.  
b   Includes (i) unable to get any type of work, (ii) unable to find work at the current place of residence, and (iii) unable 

to find work appropriate to educational attainment. 
Source: Ministry of Planning and National Development. 2000.Population and Housing Census of Maldives. Malé. 
 
22. Figure 3 shows the classification of employed persons by industry. It indicates that, while 
the private sector—particularly tourism— is active in the Maldives, the Government remains an 
important source of employment, especially for women. While employment in Malé is more 
service-sector-oriented, the traditional employment pattern of the Maldives is highly visible in the 
atolls, where one fourth of the men are engaged in fishing, and about 30% of women are in the 
manufacturing sector, where major activities include fish processing. Many males in the atolls 
are employed in hotels and restaurants, and this has led to a well-known social issue in the 
Maldives; men are away for jobs in resorts and many woman-headed households are left 
behind in remote islands.  
 
23. Reliance on expatriates remains a peculiar feature of the Maldives' labor situation. 
Foreign workers at the end of 2001 numbered 29,201. The majority of the expatriate workers 
occupy either the most skilled or the least skilled areas in the labor markets. This observation, 
on one hand, highlights the skills shortage in the Maldives and the constraints on skilled labor in 
economic and social development; on the other hand, it reflects the unwillingness of Maldivians 
to enter the markets for unskilled labor.   

                                                 
7  These breakdowns do not agree with the total since there is another category of "not stated."  
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Figure 3: Employment by Industry in Malé and the Atolls 
 

    Males in Malé          Females in Malé 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Males in the Atolls         Females in the Atolls 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Source: Ministry of Planning and National Development. 2000. Population and Housing Census of Maldives. Malé. 
 
 
24. The Government has put regulatory measures in place to monitor and control the foreign 
labor force in the country. The Ministry of Human Resources, Employment and Labor allocates 
a quota to those who intend to hire foreign workers, and permission from the Ministry is required 
when such workers are employed. A regulation in the tourism sector stating that foreign workers 
cannot exceed 50% of the total employees has been strictly enforced. No expatriates are 
allowed in the fisheries sector.   
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25. It is important to increase local Maldivians’ participation in labor, particularly in view of 
the large number of youth expected to enter the labor markets in the near future. A key issue is 
the provision of adequate education or training to the youth to equip them with the skills that the 
labor markets demand. The absence of labor laws has been a major cause why local Maldivians 
do not seek local employment, where employers have the freedom to fire their employees even 
without reasonable grounds. Therefore, it is urgent that a legal framework to improve job 
security needs to be introduced.  
 
B. Fiscal Developments 
 
26. The Government’s fiscal position significantly deteriorated in the early 1990s, when 
severe macroeconomic imbalances hit the country. The budget deficit exceeded 11% of GDP, 
largely due to a sharp decline in revenue from tourism and the Government's expansionary 
stance in budgetary expenditures. A macroeconomic stabilization program, which centered on 
fiscal consolidation measures, was then successfully introduced, and the fiscal position 
significantly improved in the mid-1990s. 
 
27. The fiscal position, however, again started deteriorating in recent years due 
predominantly to the Government's relaxed stance in expenditures (Table 5). The Government 
expenditures and net lending increased from 32.3% of GDP in 1997 to 37.6% in 2001, while the 
total revenue and grants demonstrated only a modest improvement from 31.3% of GDP in 1997 
to 32.8% in 2001. A key contributing factor to the expansion of the Government expenditures 
has been the increase in general administration expense. In 1999, there was a 27.5% increase 
in salaries of government employees. On top of that, in 1999-2000, the number of government 
employees was increased by 35%.  
 

Table 5: Government Finance, 1997-2001 
(percent of GDP at market prices) 

 
Item 1997 1998 1999 2000 2001 2002a 

Revenues and Grants  31.3  31.4  33.0  32.3  32.8  34.5 
   Revenues  28.5  28.8  30.7  30.0  30.4  33.3 
      Tax Revenues  15.0  14.2  14.1  13.8  13.6  13.9 
      Nontax and Capital Revenues  13.5  14.6  16.6  16.2  16.9  19.4 
   Grants  2.8  2.6  2.3  2.3  2.4  1.3 
       

Expenditures and Net Lending  32.3  32.3  36.3  36.7  37.6  41.3 
   Current Expenditures  19.8  20.4  22.3  25.5  26.4  26.7 
   Capital Expenditures  12.6  12.9  13.9  11.8  11.6  15.2 
   Net Lending  -0.0  -1.0  0.2  -0.6  -0.3  -0.5 
       

Overall Balance  -1.1  -1.0  -3.3  -4.4  -4.9  -6.8 
   Foreign Financing   2.9  2.0  0.8  0.0  2.8  6.5 
   Domestic Financing   -1.8  -1.1  2.5  4.3  2.0  0.4 
       

a   Budget estimates. 
Source: Ministry of Finance and Treasury and Maldives Monetary Authority. 
 
28. The Government's revenue structure has been based on a limited number of revenue 
sources. In 2001, the total Government revenues were Rf2.513 billion, comprising a total 
revenue of Rf2.330 billion and grants of Rf183.0 million (Appendix, Table A.2). Revenues from 
tax were Rf1.039 billion, accounting for only 45% of the total revenue. The rest of the revenues 
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came from nontax revenue sources. Figure 4 illustrates the composition of revenue in 2001. The 
tax revenues were predominantly from import duties and the tourism tax, which comprised 28% 
and 13% of the total revenues, respectively. The major components of the nontax revenues 
were dividends from stated-owned enterprises (SOEs) and lease rents of Government 
properties. They accounted for 17% and 20% of the total revenues, respectively. The total 
revenues from these four key revenues sources were Rf1.8027 billion, accounting for more than 
three-fourths of the total Government revenue. 
 
29. The four major revenues sources are influenced by external factors. The tourism tax 
collection, which charges $6 per night per tourist, depends on the number of tourists. The 
prospects are uncertain for import duties collection, as the Government is expected to be in full 
compliance with the rules and regulations of the World Trade Organization, which will not only 
call for harmonization of tariff rates to international standards, but also impose burden of proof 
for frauds in declared values on the Government side.8 Dividends from SOEs are expected to 
decline in the near future under the Government's commitment to increased privatization of the 
selected SOEs, although such a decline will be temporarily counterbalanced to certain extent by 
cash incomes as a result of divestiture.  
 

Figure 4: Composition of Revenue (except Grants) in 2001 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Source: Ministry of Planning and National Development. 2002.Statistical Year Book of Maldives. Malé. 
 
30. The Government is fully committed to introducing new tax regimes of the property rental 
value tax (PRVT) and business profit tax (BPT) with a view to broaden and diversify tax bases 
and ensure stable revenue flows. 9 This effort is in tandem with the Government's commitment 
to improving its public accounting system so as to rationalize and closely monitor public money 
flows for a greater degree of transparency and accountability, and to improving the budgetary 
process to enhance effectiveness of the Government's expenditures, in particular, to benefit the 
poor more.  

                                                 
8  In response to this, the capacity of the Maldives Customs Services has been upgraded with ADB's assistance, 

through staff training, introduction of a new customs data system, and strengthened legislative frameworks. 
9  The business profit tax is to be charged on the net profits of any business establishment based on self-assessment 

determined through commercial accounts or on a presumptive basis. The property rental value tax is a tax to be 
levied on monthly gross rental income.  
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31. It is widely understood that the recent expansion of the Government's expenditures has 
been supported by financing from the Ways and Means Account (WMA) of Maldives Monetary 
Authority (WMA). Under the current legislative framework, the Government is allowed to borrow 
from the WMA at 6% interest, and such borrowing can be for any duration and for any amount. 
Financing from the WMA has served as an essential instrument for the Government in filling the 
liquidity gap due to time lags between expenditure disbursement and revenue collection. 
However, the WMA should not be the instrument for financing the Government budget deficits. 
There is a need to introduce a legal framework to control such borrowings, and also to develop 
bond markets so that the Government can borrow from the markets but subject to market 
disciplines. 
 
32. The Government's budget for 2002 is characterized by a surge in both expenditure and 
financing sides. A major factor contributing to the expansion is the Government's Hulhumalé 
Project. The project will create land mass by reclamation and use it for urban development 
programs that are expected to ease overcrowding in Malé and for an export facilitation (Box 1). 
Capital expenditure increased from 11.6% of GDP in 2001 to 15.2% in 2002 largely on account 
of this Project. A large amount of disbursements from public and private agencies for external 
assistance is anticipated in 2002. 
 
 
Box 1:  Hulhumalé Project 
 
 Malé, the capital city of the Maldives, is located on a small island with an area of 192 
hectares, but its population is as high as 74,000 (as of 2000). At current population growth 
rates, the natural increase of the present population will add about 18,000 new inhabitants to 
the island's population within the next 5 years, a figure that excludes an estimate of the 
additional that will comprise migrants from the atolls and expatriates. The population in Malé 
has suffered from overcrowding, shortage of land and housing, and deteriorating living 
environments.  
 
         In response to the situation, the Government in 1997 launched a large-scale reclamation 
and urban development project on a lagoon next to Hulhulé island where an international airport 
is located. The reclamation area is 1.3 kilometers away from the Malé Island. The Project, called 
Hulhumalé Development Project, will create a total land area of 740 hectares and develop a 
new town for about 100,000 people. 
 
 Phase I of the Project has begun. An area of 188 hectares has been reclaimed. The first 
stage of Phase I includes provision of 280 housing units and construction of infrastructure 
including roads, hospital, school, and all utilities, and is expected to be completed by 2003. Two 
more stages will follow, and the targeted population in 2025, the expected completion year of 
the Phase I, is 53,000. Two more phases will then follow, focusing on development of 
commercial activities and extension of the airport.  
 
 The reclamation work in the Phase I was financed by Fortis Bank of Belgium and the 
Government of Belgium ($21.5 million), and the Government of Maldives ($10 million). For 
infrastructure development in the first stage of Phase I, the Government recently signed loan 
agreements with Thai Exim Bank for $30 million.  
 
Source: Hulhumalé Development Unit, President’s Office, the Government of Maldives. 
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33. Another noteworthy feature of the 2002 budget is that it assumes a minimal domestic 
financing of fiscal deficit (namely borrowing from WMA), as low as 0.4% of GDP in 2002, 
compared with 4.3% and 2.0% in 2000 and 2001, respectively. However, the fiscal deficit is still 
as high as 6.8% of GDP in the 2002 budget, which will be financed by foreign borrowings. While 
the borrowings comprise mainly loans of concessional nature, careful monitoring is required to 
ensure sustainability of the Government's fiscal deficit and debt position.  
 
C. Monetary Developments and Prices 
 
34. Inflation rates in recent years have been kept at low levels ranging from negative 1.4% 
to positive 3.0%, in contrast with the higher levels in the mid-1990s (Table 6). The price 
movement has generally reflected the slowdown of GDP growth, but has also been subject to 
import prices of daily necessities and fuels and local prices of fish. The consumer price index 
(CPI) of the Maldives comprises 10 sub-items; food, beverages and tobacco products excluding 
fish products being the largest component with a weight of 31%, followed by housing and utility 
with 15%, and transport and communication with 11%.  
 

Table 6: Inflation Rates, 1997-2001 
(percent change per annum) 

 
Item Weight 1997 1998 1999 2000 2001 

       Consumer price index  100.0  7.6  -1.4  3.0  -1.2  0.7 
    Food, beverages and tobacco 

excluding fish 
 30.8  3.5  3.9  5.1  -10.5  10.2 

    Fish index  6.0  95.3  -22.4  -4.2  16.2  -21.1 
    Clothing and footwear  9.8  4.2  7.7  -3.0  -2.9  -1.0 
    Housing, water, fuel, and 

power 
 14.9  -1.7  -0.9  6.2  2.9  1.7 

    Furniture, furnishing, and 
household equipment  

 8.3  -3.3  4.9  4.1  -0.2  -3.8 

    Medical care and health  2.5  -1.1  -2.6  -5.6  7.0  0.5 
    Transport and communication  11.0  0.6  -1.5  -0.7  3.3  0.2 
    Education  8.6  3.7  -0.9  15.0  1.6  0.5 
    Recreation, entertainment, 

religious and cultural services 
 3.2  0.0  -0.4  3.1  0.1  -2.4 

    Personal care  4.9  1.6  -1.3  -1.2  0.0  0.5 
        

Price index excluding fish  —  2.0  1.9  3.1  -2.8  3.1  
               Source: Ministry of Planning and National Development. 2002. Statistical Year Book of Maldives. Malé. 

 
35. The development of CPI is largely affected by the development of those three items, and 
most significantly by food items with their large weight in CPI. Fish products, while the most 
important food item for Maldivian locals, constitute only 6% of CPI. However, they have 
considerable effects on the CPI due to their large fluctuation. In 2001, notwithstanding the 
10.2% surge in the price index for food items (excluding fish), the overall inflation rate was kept 
as low as 0.7% due to the significant (more than 20%) decline in the price index of fish. The 
volume of fish catch is a main factor influencing the fish price index. In 2000, fish prices 
increased by 16.2% due to the 4% decline in fish catch. In contrast, fish prices in 2001 dropped 
by more than 20% owing to the increase in catch by about 7%.  
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36. The Maldives has made some important financial policy changes. First, the rufiyaa, 
which was pegged to the US dollar under a de facto fixed exchange rate policy, was devalued 
on 25 July 2001 by 8% from Rf11.77 per $1 to Rf12.80 per $1. A major reason for the 
devaluation was to respond to accumulated pressures in the foreign exchange market including 
(i) about a 10% premium in a parallel foreign exchange market over the official exchange rate, 
(ii) a decrease in foreign currency deposits compared with broad money, and (iii) undue delays 
in traders’ obtaining foreign exchange for international transactions. The devaluation has 
successfully eased pressure on the rufiyaa, thus eliminating the parallel market. Secondly, the 
MMA took steps to further liberalize the financial markets, among them (i) withdrawal in July 
2001 of the bank-specific credit ceiling imposed on banks since 1995, (ii) introduction in August 
2001 of a Lombard facility (an emergency facility on collateral) for commercial banks, (iii) 
elimination in August 2001 of the 7 percentage point maximum spread on rufiyaa interest rate, 
and (iv) extension in August 2001 of participation in certificate of deposits (of the MMA) 
programs to include public enterprises. 
 
37. At the end of 2001, the net foreign assets (in rufiyaa) declined by 12.1%, reflecting the 
pressure on the official exchange rate (Table 7). The decline was nevertheless partially offset by 
the devaluation of the rufiyaa. Domestic credit expanded by 19.4% in 2001; in particular, claims 
for the private sector increased by 29.9%, compared with the increase of 8.0% in 2000. The 
expansion of domestic credit was partly a result of the elimination of the spread of the rufiyaa 
interest rate. Claim on the Government has been on an increasing trend, and at the end of 2001 
showed an 8.4% increase from 2000. Consequently, total liquidity (M2) at the end of 2001 
increased by 9.0% compared with that at the end 2000.  
 
 

Table 7: Monetary Developments, 1997-2001 
(percent change from the previous year) 

 

Item 1997 1998 1999 2000 2001 
       

Net Foreign Assets  39.1   29.8  -5.7  -6.6  -12.1 
      Monetary Authority (net)  61.1 20.5 7.2 -3.5  -17.5 
      Commercial Banks (net)  -114.3  -701.0  -208.7  42.8  -68.3 
      
   Net Domestic Assets 10.4  15.9  13.9  14.0    25.0 
      Domestic Credit   8.8  18.6  8.0  14.5  19.4 
            Claims on government  -11.4  1.4  12.9    30.9    8.4 
            Claims on Public Enterprises   -33.2    59.4  18.9  -5.9  -0.4 
            Claims on the Private Sector   38.9  25.7  4.0  8.0  29.9 

      
      
   Total Liquidity (M2)   23.1  22.8  3.6   4.1 9.0 

      
 

Source: Ministry of Planning and National Development. 2002. Statistical Year Book of Maldives. Malé; and 
Maldives Monetary Authority.  

 
 
38. The inflation rate in 2002 has been low, partly on account of sluggish overall economic 
performance. Out of the first 8 months of 2002, 6 months showed a decline in CPI. In contrast, 
domestic credit, particularly claims to the private sector, has shown a steady expansion. Claims 
to the private sector up to August 2002 registered about 40% increase. This implies potential for 
both a rebound in economic activities and also inflationary pressure in the near future.  
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D. External Trade, Balance of Payments, and Foreign Debt 
 
39. The performance of the external sector in 2001 highlighted the adverse effects the 
country suffered after 11 September 2001. Table 8 gives data on the key indicators of the 
external sector in recent years. Exports in 2001 registered a slight growth of 1.4%, down from 
the 18.8% growth in 2000. While earnings from tuna exports increased owing to the recovery of 
international tuna prices and a positive effect of devaluation of the rufiyaa on exports, these 
factors were not sufficient to offset a 12.6% decline in exports to the United States (US) which 
accounted for about 38% of the total exports of the Maldives, reflecting the slowdown in the US 
economy. Exports to Europe which accounted for 15.0% of the total exports also declined by 
20.1% partly due to the sluggish performance of the EU economies. These declines cancelled 
the large increase of 31.8% in exports to Asia, which occupied 23% of the total exports. Imports 
increased by 1.8% in 2001. In sum, the trade balance in 2001 recorded a deficit of $237.8 
million, which was a deterioration by 1.9% compared with 2000. The trade deficit was 38.0% of 
GDP, compared with 37.4% in 2000. 
 
40. Regarding the services accounts in 2001, receipts from tourism were $327.1 million, 
registering only a modest increase by $6.4 million, which was significantly lower than what was 
anticipated in early 2001. The balance of factors services recorded a large decline in 2001, 
mostly due to large profit transfers of foreign banks, reduced interest earnings from the declined 
foreign exchange reserves and reduced labor incomes from Maldivian overseas workers. 
 
41. For transfers, official grants were around $17 million-$19 million per annum in recent 
years, but slightly increased to $20.1 million in 2001. Net private transfer, mostly remittance by 
overseas workers, has been increasing in both absolute amount and ratio to GDP, reaching 
$49.6 million or 7.9% of GDP in 2001. In summary, the current account balance in 2001 
recorded a deficit of $61.3 million or 9.8% of GDP, which rose from a deficit of $53.0 million or 
8.5% of GDP in 2000.  
 
42. Net nonmonetary capital inflow in 2001 was $39.9 million, but this was a drop by 11.6% 
from that in 2000. A major reason for the decline is the shrinkage of private capital inflow since 
2000 when the construction of most of the new resorts in the first phase of the Government's 
Tourism Master Plan was completed. Net inflow of official medium- and long-term assistance in 
2001 increased to $7.6 million from a negative 2.1 million in 2000, but it only partially filled the 
gap due to the decline in private capital inflow. The balance of payment in 2001 therefore 
recorded a deficit of $21.4 million, compared with a deficit of $7.9 million in 2000. Accordingly, 
the gross international reserves reached the lowest level of $94.3 million in the past 5 years. It 
was sufficient for covering only 2.9 months of imports, which was lower than the ranges of 3.4-
4.1 months in the past 5 years.10 
 
 
 
 
 
 
                                                 
10 A large amount of net errors and omissions has been one of the major causes of difficulty for accurate analysis of 

the balance of payment data of the country. While they are included under the item of non-monetary capital, they 
reflect not only errors in estimating private capital inflow, but also those of incomes under the services account. The 
current balance-of-payment statistics of the country have been developed based on the International Monetary 
Fund's Balance of Payment Manual, 4th Edition, but the Government has been working toward adopting its 5th 
Edition, which is expected to improve the overall quality of data, including that of errors and omissions.  
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Table 8: Balance of Payments Indicators, 1997-2001 
 
Item 1997 1998 1999 2000 2001 

                                                                                     ($ million) 
  
  

  Trade Balance  -214.0  -215.9  -262.4  -233.3  -237.8 
     Exports, f.o.b   93.0  95.6  91.5 108.7 110.2 
     Imports, f.o.b    -307.0 -311.5  -353.9  -342.0  -348.0 

       

  Services Account Balance   190.5 204.3  203.6  208.8  206.1 
     Receipts from Tourism   286.0 303.0 313.5 320.7  327.1 

           

  Transfers (net)  -10.8  -11.7 -22.8  -28.5  -29.5 
     Official   17.2  18.9  17.7  17.7  20.1 
     Private   -27.9  -30.6  -40.5  -46.2  -49.6 

       

  Current Account Balance  -34.2   -23.3  -81.6  -53.0  -61.3 
       

  Nonmonetary Capital (net)  61.6   52.3  74.3   45.1  39.9 
     Official Medium- and Long-Term   21.9  14.7  5.2  -2.1  7.6 
     Private Capital  42.9  42.9  42.9  25.6  24.3 
     Net Errors/Omissions  -3.2  -5.3  26.3  21.6  8.0 

      
  Overall Balance   27.4  29.1  -7.2  -7.9 -21.4 

           

  Gross International Reserves  99.7 119.9 128.5 124.1  94.3 
       

                                                                                        (% of GDP) 
  
  

  Trade Balance -42.1  -40.0  -44.5  -37.4  -38.0 
     Exports, f.o.b  18.3  17.7  15.5  17.4  17.6 
     Imports, f.o.b      -60.4  -57.7      -60.1  -54.8  -55.7 

       

  Services Account Balance   37.5  37.8  34.6  33.4  32.9 
     Receipts from Tourism   56.3  56.1  53.2  51.4  52.2 

           

  Transfers (net)  -2.1  -2.2  -3.9  -4.6  -4.7 
     Official   3.4  3.5  3.0  2.8  3.2 
     Private   -5.5  -5.7  -6.9  -7.4  -7.9 

       

  Current Account Balance  -6.7  -4.3     -13.8  -8.5  -9.8 
       

  Nonmonetary Capital (net)     12.1      9.7       12.6  7.2  6.4 
     Official Medium- and Long-Term     4.3     2.7         0.9  -0.3  1.2 
     Private Capital  8.4  7.9         7.3  4.1  3.9 

      

  Overall Balance   5.4  5.4  -1.2  -1.3  -3.4 
 
 f.o.b. = freight on board. 

Source: Maldives Monetary Authority.  
 
43. The performance of the external sector in the first 8 months of 2002 has been favorable. 
Owing to the more visible effects of currency devaluation and the recovery of the global 
economy, exports for January to August 2002 recorded an increase of 12.2% over the same 
period in 2001, while imports for the same period in 2002 declined by 9.1%. The improved trade 
balance as well as increased disbursement of foreign assistance has brought the country's 
balance of payment to a favorable position. Consequently, the foreign exchange reserves of the 
country have been demonstrating a constant increase since January 2002, reaching $111.2 
million in August 2002. This is the same level as that before the 11 September 2001 events. 
The reserves at end August 2002 was sufficient to cover 3.7 months of imports.  
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44. The total external debt of the country at the end of 2001 was $201.9 million, down by 
4.6% from $211.6 million in 2000 (Table 9). The external debt-to-GDP ratio was 32.2% at end- 
2001, with a debt servicing ratio of 4.4. The country's debt is characterized by long maturities 
and low interest rates. Medium- and long-term debt and concessional term debt accounted for 
about 90% and 70% of the total debt, respectively.  
 

Table 9: External Debt and Debt Services 1997-2001 
 
Item 1997 1998 1999 2000 2001 

 

                                                              ($ million) 
      

Total Debt   178.1  200.8  212.9  211.6  201.9 
      

   Medium- and Long-Term Debt  165.3  184.7  185.6  178.0  181.3 
      Official Creditors  135.2  144.0  143.7  139.4  141.3 
          Multilateral  102.2  114.2  116.5  114.9  118.6 
          Bilateral  33.0  29.8  27.1  24.5  22.7 
      Private Creditors  30.1  40.7  41.9  38.6  40.0 
          Suppliers Credit  23.4  27.5  25.3  23.5  25.2 
          Financial Markets  6.7  13.2  16.7  15.1  14.8 
      

   Short-Term Debt  12.8  16.1  27.3  33.6  20.6 
      Public  —  —   —  —  — 
      Private       12.8  16.1  27.3  33.6  20.6 
      
Debt Services  28.0  14.9  16.8  19.0  20.4 
   Principal Payments  24.2  11.1  12.5  14.4  15.8 
   Interest Payments  3.9  3.8  4.3  4.6  4.6 
      
Total External Debt/GDP  35.0  37.2  36.1  33.9  32.2 
      
Debt Service Ratio  6.9  3.5  3.9  4.2  4.4 
      

                                                             (percentage) 
 

      

Total Debt   100.0  100.0  100.0  100.0  100.0 
      

   Medium- and Long-Term   92.8  92.0  87.2  84.1  89.8 
   Short-Term   7.2  8.0  12.8  15.9  10.2 
      

   Concessional   75.9  71.7  67.5  65.9  70.0 
   Nonconcessional   24.1  28.3  32.5  34.1  30.0 
      
Source: Ministry of Finance and Treasury. 
 
 
45. Nevertheless, data on the recent years' external debt indicate that the terms of debt 
have been hardening. The ratio of medium- and long-term debt has been declining, and so has 
been that of concessional debt. While the amount of total external debt has been falling, interest 
payments have kept increasing, thus bringing the debt service ratio upward. The hardening of 
debt terms calls for the Government to enhance its capacity to monitor and manage its debt 
position carefully.  
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46. It should be noted that these external debt data are only on public debt (owned by the 
Government or government-affiliated entities including SOEs); no data are available on private 
sector external debts. Given the fact that large-scale private sector capital inflow in the past 
were for the private sector, particularly tourism industries, the Government needs to develop a 
policy framework and institutional arrangements that will enable it to compile data on private 
sector external debt and thus closely monitor its developments.   
 

 
II. SHORT- AND MEDIUM-TERM ECONOMIC PROSPECTS AND POLICY ISSUES 

 
A. Short- and Medium-Term Prospects 
 
47.  The performance of the Maldives economy depends highly on the development of the 
tourism sector. The sector is still not performing well in the first half of 2002, while the peak 
season for tourism is from January to April. Therefore, the sector's performance for 2002 as a 
whole will likely remain weak. A gradual recovery, however, is expected in 2003 and onward 
due partly to an optimistic outlook for the EU economies.11 The anticipated recovery of the US 
economy is also an encouraging factor, that may further boost exports. In the domestic 
economy, the Government's Hulhumalé Project and regional development programs will spur 
the domestic demand for local construction, transportation and other various services. Overall, 
there is a potential for recovery in 2003 and onward. However, the scenario is subject to 
external factors including the security situation in the Middle East and South Asia and the 
development of a global economy. Table 10 gives a medium-term illustrative scenario. 
 

Table 10: Short- and Medium-Term Illustrative Scenario 
 

Item 2001 2002a 2003a 2004a 

Economic Growth (% change)     
    Real GDP Growth Rate  3.6  2.2  4.2  4.0 
        Tourism   0.0  -1.4  3.9  3.1 
     
Fiscal Indicators (% of GDP)     
    Fiscal Balance  -4.9  -6.8  -6.0  -6.0 
     
Money and Inflation (% change)     
    Total Liquidity (M2)  9.0  10.0  10.0  10.0 
    Consumer Price Index  0.7  1.0  2.0  2.0 
     
Balance of Payments     
    Current Account Balance (% of GDP)    -9.8  -8.0  -7.0  -7.0 
    Export Growth ($, % change)  1.4  2.0  3.5  3.0 
    Import Growth ($, % change)  1.8  1.5  2.0  2.5 
     
External Payments (% of exports)     
    Debt Service  4.4  4.5  4.6  4.7 

GDP = gross domestic product. 
a Staff estimates. 
 

                                                 
11 The World Economic Outlook (September 2002) by the International Monetary Fund has projected that EU 

economies will register 2.3% growth in 2003, compared with the low growth rate of 1.1% in 2002. 
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48. The Government's fiscal balance warrants close monitoring. In view of the Government's 
commitment to various measures for fiscal consolidation, there are positive factors that will be 
conducive to improvement in the fiscal position. First, a new public accounting system will be 
introduced, which will enable more comprehensive and updated control over public funds. 
Second, the Government is committed to introducing the new tax regimes of PRVT and BPT. 
The broadened and diversified tax base will reduce the vulnerability of the revenue base and 
ensure more stable revenue flows. A preliminary study on revenue impact indicates an expected 
increase in tax revenue by Rf125 million, whereas PRVT is expected to yield an additional Rf40 
million, which are 5.3% and 1.7% of the Government's total revenue in 2000, respectively.12 
Third, the Government aims to introduce a program budgeting approach in the budgeting 
process. Under the approach, all the line ministries and agencies will prepare multiyear 
development programs showing not only capital expenditures but also recurrent expenditures. 
This approach is expected to reduce cases where the Government is forced later in the year to 
provide additional costs, particularly for recurrent expenditures.  
 
49. However, uncertainty remains on the increasing trend for capital expenditures, mainly in 
association with the Hulhumalé Project. The increased expenditures will need to be financed by 
external borrowings. It is therefore important to closely monitor the Government's debt profile 
and debt servicing capacity. The Government policy to introduce a mechanism for cost recovery 
under the Project is encouraging for it will ease pressure on the fiscal position. 
 
50. The dollar-pegged exchange rate policy will continue to call for a prudent stance in 
monetary policy. The reliance on imports underscores the significant influence of import 
products on the domestic inflation rate. The expected recovery of the world economy, 
particularly in the US, will have a positive impact on exports, but uncertainty remains due to the 
large fluctuation in international fish prices. As tourism is expected to recover after 2003, the 
current account deficit will be lowered. However, financing the deficit is a concern, as private 
capital inflows have been declining since 2000. The country needs to attract private capital 
inflows and contain the current account deficit to ensure that the external balance remains 
sustainable, so as to minimize pressures on its balance of payments position. 
 
 
B. Key Policy Issues 
 
 1. Economic Diversification  
 
51. The sharp economic downturn of the Maldives in 2001 highlights the vulnerability of the 
economy. This is the second occasion that the country has suffered from economic turbulence 
in the past 10 years (Box 2). In both cases, the key factor was the weak performance of the 
tourism sector, due mainly to the regional security concerns. Another vulnerability is observed in 
the country's exports, which are subject to fish prices in the international markets. The negative 
growth of the fisheries sector in 1999 and 2000 was attributed to its sharp decline and lower 
exports earnings. The vulnerability is the major result of the country's narrow industrial base and 
its direct linkage to the external sector. Hence, the country's growth, exports, and employment 
are significantly influenced by the development of external factors. 
 
 
 
 

                                                 
12   S. R. Wadhwa. 1997. Calculation of the Revenue Effects of BPT and PRVT.  
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Box 2:     Macroeconomic Turbulence in early 1990s 
 

The economy of the Maldives’ is vulnerable to external shocks. In the early 1990s, the 
Government faced the challenge of tackling a short-term, growing macroeconomic imbalance, as 
export earnings, budgetary revenues, and import costs were adversely affected by the Gulf crisis, 
the falling international tuna prices, and the recession in Europe. External imbalances increased as 
the current account deficit reached 25% of GDP in 1993. The foreign exchange reserves declined 
below 2 months of imports in 1992-1993. A significant expansion in the budgetary expenditure 
aggravated the macro imbalances. The budget deficit exceeded 11% of GDP both in 1992 and 
1993, leading to a substantial increase in government borrowing from Maldives Monetary Authority 
(MMA). Rising pressures from aggregate demands raised the inflation rate from a single digit in 
1990 to 20% in 1993.  

 
The Government responded to the situation by initiating a successful stabilization program 

centered on fiscal consolidation. The Government borrowed $15 million from Kuwait to finance the 
deteriorated current account and to build up foreign exchange reserves. Due also to the 
improvements in external conditions, the macroeconomic situation improved by the middle of the 
1990s.  

 
Key Indicators          1991          1992          1993          1994          1995 

GDP Growth (%) 7.6 6.3 6.2 7.2 6.5 
Fiscal Balance (% GDP) -8.9 -11.3  -11.3 -4.6 -5.9 
Inflation (%) 14.7 16.9 20.1 3.4 5.3 
Current Account Balance (% GDP) -5.5 -10.2 -24.8 -4.6 -6.7 
Foreign Exchange Reserves ($ mn) 23.5 26.6 26.5 32.0 49.3 
Months of Imports 2.0 1.9 1.6 1.8 2.2 

 
 
Source: World Bank. 1998. Country Economic Memorandum . Washington D. C.; Government of the Maldives.  
 
 
 
52. There are two issues of "concentration" in the Maldivian economy. One is concentration 
in terms of industrial structure, and the other is concentration in terms of markets or products in 
individual industries. In the tourism sector, there is concentration in terms of the nationality of 
tourists. Approximately 80% of the tourists are from Europe, of which those from Italy, United 
Kingdom and Germany account for about 25%, 17% and 14%, respectively (Table 11). The next 
largest group is Asia, and is only about 18%, despite its proximity. This has led to a high 
dependence of Maldivian tourism on European economic development, and security situations 
in the Middle East and South Asia. Another concentration in the tourism sector is in terms of 
tourist activities. Being well known for beautiful beach resorts, the Maldives is particularly 
focused on relaxation and marine activities. Visitors for other purposes—conferences, business 
retreats, researches—are limited. 
 
53. In the fisheries sector, there is concentration in terms of fish products. The sector is 
focused on very few varieties of tuna. In 2001 data, skipjack tuna accounted for about 70% of 
the total fish production, followed by yellowfin tuna and other tuna related species with 12% and 
5% share, respectively. Tuna-related marine products accounted for about 44% of the total 
exports of the country. This indicates that fluctuations in the prices of international tuna have 
direct impacts on the fishing industry.  

 



 20

Table 11: Tourists by Nationality 
(share in percentage) 

Region/Country 1999 2000 2001 
    

Europe  79.2  77.5  79.0 
   Italy  20.6  22.8  25.1 
   United Kingdom  14.9  15.3  16.7 
   Germany  20.1  16.6  14.3 
    

Asia   17.4  18.5  17.5 
   Japan  9.4  10.1  9.1 
   India  2.7  2.3  1.8 
   China, People’s Rep. of/ Hong 

Kong, China/ Taipei,China 
 0.9  1.2  1.6 

    

Oceania  1.5  1.9  1.6 
    

America  1.4  1.5  1.5 
    

Africa  0.4  0.5  0.4 
    
     Total  100.0  100.0  100.0 
    

 
Source: Ministry of Planning and National Development. 2000. Statistical Year Book of 

Maldives. Malé; Ministry of Tourism.    
 
54. Figure 5 illustrates concentration of export items on very few categories. Virtually only 
two categories exist: marine products and apparel. A main market for marine products is the EU 
because of the preferential access to the EU market granted to the Maldives as a least 
developed country (LDC). The fishing industry may be adversely affected should such access 
cease in accordance with the country's graduation from LDC status in the near future.13  
 
 

Figure 5: Exports by Commodity, 2001 
(percentage of value in Rf) 

 

Marine Products 
(Tuna)
43.9%

Marine Products 
(Other Species)

13.5%

Apparel and 
Clothing
42.3%

Scrap Metals
0.2%

 
Source: Ministry of Planning and National Development. 2002. Statistical 

Year Book of Maldives. Malé; Maldives Monetary Authority. 

                                                 
13  Loss of LDC status may also lead to termination of preferential access of garment products to the US market.  
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55. The Government is fully cognizant of the urgent need to promote diversification of the 
industrial base as well as export products. A study conducted in 2000 identified potential areas 
for diversification with linkages to major industries.14 It recommends an approach to expand the 
traditional core sectors of tourism, fisheries, and agriculture, and upgrade new economic sectors 
of port and logistics services as well as information and communication technology. For the 
tourism sector, the major scope includes expanding the spread of tourists from other regions 
besides Europe, especially Asia, promoting business visitors for conferences and corporate 
retreats, and providing retirement villages for elderly people. Potential areas of enhancement in 
the fisheries sector are development of higher-value secondary marine products for niche 
markets, development of a new and higher-value marine species such as reef fish, 
establishment of aquaculture facilities, and upgrading of storage and logistics facilities, all being 
supported by improved marketing and research capacities. In spite of its limited contribution to 
the economy, agriculture plays a key role in generating employment and income opportunities in 
the atolls and in improving food security. It can be further developed by strengthening capacity 
for supply to the resorts, and the local community, given the large amount of agricultural 
imports. 15  Key issues for agricultural development include developing credit schemes, 
promoting the use of uninhabited islands in an environmentally sustainable manner, and 
developing a logistics network for agricultural products. The study further recommends the 
development of new economic clusters of information and communication technology and 
harbor logistics. Following on the study, the Government has formed committees to thoroughly 
assess viability of the recommendations in each area and to develop the Government's own 
strategic plan and project proposals to promote economic diversification.   
 
 2.  Reform of State-Owned Enterprises 
 
56. Currently there are 20 SOEs in the Maldives (Table 12). They played a major role in 
providing services when the private sector was not fully developed in the past. However, with 
the recent rapid expansion of the private sector, SOEs have been a constraint to further 
development of the private sector in some areas. Some enjoy monopolistic powers and some 
are given undeserved advantages over the private sector. Weak management capacity and lack 
of cost-effectiveness have led to inefficient operations of some SOEs.  
 
57. To further promote private-sector-led growth, an urgent challenge is to pursue reforms in 
the SOEs. The baseline of such reforms is that SOEs should be commercially viable, operated 
in an efficient manner, and able to compete with the private sector on an equal footing. 
Divesting SOE shares to the public will result in increased private sector participation in SOE 
operations. With the Government monitoring the effectiveness and efficiency of SOE operations, 
the sought-after baseline can be achieved. 
 
58. In its Sixth National Development Plan (2001-2006), the Government has fully 
committed to such reforms, acknowledging that not enough had been accomplished in the 
previous national development strategy period. The Public Enterprise Monitoring and Evaluation 
Board has been mandated to oversee the performance of SOEs. The Government's strategies 
include gradually eliminating Government subsidies to SOEs, implementing divestiture of SOEs, 
abolishing monopolistic powers where feasible, streamlining the role of concerned ministries as 
                                                 
14  The Government of Maldives and International Trade Institute of Singapore. 2001. Strategic Economic Plan (Phase 

I), Malé.  
15 The Maldivians prefer fishing to agriculture since fishing provides immediate incomes and does not require a long 

harvesting period. This has hindered the development of agriculture in the country. From a geographic perspective, 
there is a certain potential for agricultural development.   
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the regulator of SOEs activities, and strengthening the Audit Office in evaluating the 
performance of SOEs. The reliance of the Government on dividends as a major revenue source 
has been a constraint to SOES reforms. In this context, the progress toward introducing the new 
tax regimes as alternate revenue sources is an encouraging factor in expediting the SOE reform 
process. 
 

Table 12: State-Owned Enterprises (SOEs) in the Maldives 
 

Ownership (%) Organization 
Government SOEs Local Private 

    

Not yet Corporatized/Privatized    
    

  Maldives Port Authority  100 — — 
    

  Maldives Post 100 — — 
    

  Building Construction and Mechanical Works 100 — — 
    

  Book Production Unit 100 — — 
    

  Nasandhura Palace Hotel 100 — — 
    

  Maldives Academy of Performing Art  100 — — 
    
Corporatized with Limited Liability     
    

  Islands Aviation Services Ltd.  100 — — 
    

  Maldives National Shipping Ltd. (MNSL)   100 — — 
    

  Maldives Airports Company Ltd.  100 — — 
    

  State Electricity Company Ltd.  100 — — 
    

  Maldives Industrial Fisheries Company Ltd. (MIFCO) 80 20 (STO) — 
    

  MIFCO Boatyard   — 100 
(MIFCO) 

— 

    

Partially Privatized     
    

  Air Maldives Pvt. Ltd. 51 — 45 (MHS) 
    

  Maldives Inflight Catering Services Pvt. Ltd.  65 — 35 (SATS) 
    

  Dhiraagu  55 — 45 (Cable & 
Wireless)  

    

  State Trade Organization Pvt. Ltd. (STO)  97.5 — 2.5 (Public) 
    

  Allied Insurance Company Pvt. Ltd.  — 100 (STO) — 
    

  Maldives Transport and Contracting Company Pvt. Ltd.  52.5 7.5 
(MNSL) 

40 (Public) 

    

  Bank of Maldives 60 15 25 (Public) 
    

  Male' Water and Sewerage Company Pvt. Ltd. 70 — 18 (IFU) 
12(NTR) 

    

IFU = The Industrialization Fund for Developing Countries, Denmark; MHS = Malaysian Helicopter Services; NTR = 
NTR Holding and HOH Water Technology, Denmark; SATS = Singapore Airlines Terminal Services ; STO = State 
Trade Organization Pvt. Ltd. 
Source: Ministry of Finance and Treasury. 
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59. The Government actions in implementing such reforms have been accelerated. To date 
14 SOEs have been corporatized under Company Law 10/96, i.e., each of those SOEs has 
become a legal corporation with limited liability (and with the Government's limited involvement 
in their management and operations). Further, eight SOEs have been partially privatized; three 
of the eight have been divested and their shares offered to the public. The Government plans to 
corporatize two SOEs by 2003. It also intends to offer more shares (up to 10%) of the State 
Trade Organization by 2003. Another significant development has been the restructuring of the 
Maldives Industrial Fishing Corporation (MIFCO). In recent years, MIFCO incurred huge losses 
due to the sharp decline in the international prices of tuna. The Government is finalizing plans to 
restructure MIFCO by (i) limiting its activities to two fishing zones so that MIFCO will streamline 
its operations, and opening the rest of fishing zones to the private sector to promote private 
sector participation; and (ii) introducing comprehensive restructuring measures for its financial 
position as well as its management structure.  
 
 3. Financial Sector Reforms  
 
60. The financial sector in the Maldives remains constrained. The major player in the sector 
has been banks—one local and four foreign. The commercial banks serve mainly as deposit 
banks and do not have enough capacity to meet in a satisfactory manner the significant 
financing needs of the private sector—particularly in the rapidly expanding tourism, leaving the 
sector relying on financing from European tour operators. The capital and bond markets are 
underdeveloped, posing another constraint to domestic resource mobilization. This has also 
been one of the causes why market-based operations of monetary policy of the MMA have not 
been developed and the Government continues to rely on borrowing from the WMA of MMA. 
Financial institutions other than banks are also underdeveloped.  
 
61. Cognizant of these constraints and to move private sector development forward, several 
measures were recently undertaken. A new foreign bank, Hong Kong Shanghai Banking 
Corporation, has entered the Maldives' local market. The MMA has lifted the regulation on the 
rufiyaa interest rate which required a 7% maximum spread. A stock trading floor was opened in 
April 2002, but the trading volume in the market is still limited. A leasing company, established 
with assistance from International Finance Corporation, allows private sector companies, 
particularly those in tourism, air transport, and shipping, to avail themselves of an alternate 
financing option for their investments.  
 
62. While these developments are encouraging and will definitely have positive impacts on 
financial sector development, many challenges remain to be addressed. The Government's 
development agenda in the financial sector include (i) enhancing of the banking system and 
promoting a competitive environment by introducing foreign banks; (ii) further developing the 
capital markets; (iii) developing of nonbank financial systems, including strengthening the 
Government's Provident Fund as a long-term financing institution; and (iv) reorienting the role of 
MMA for market-based monetary policy, with a review of the high reserve requirement ratio. 
Such reforms in the financial sector, however, should be carefully examined and implemented in 
such a way as to strike the appropriate balance with the country's US dollar fixed exchange rate 
policy.  
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Table A.1: Gross Domestic Product by Industrial Origin in Constant 1995 Prices  
(Rf million) 

 
 

Sector 1997 1998 1999 2000 2001 
      
Primary Sector   541.2  578.8  599.2  595.2  625.5 
   Agriculture  162.6  165.5  168.8  174.7  181.4 
   Fisheries  344.2  373.8  388.1  381.2  402.4 
   Coral and Sand Mining  34.4  39.5  42.2  39.3  41.7 
      
Secondary Sector  683.4  801.2  900.5  914.9  989.0 
   Manufacturing  388.8  435.4  483.3  505.1  532.4 
   Electricity and Water Supply  133.1  156.3  178.5  203.9  226.4 
   Construction   161.4  209.4  238.7  205.8  230.3 
      
Tertiary Sector  4,126.4  4,493.5  4,798.7  5,084.6  5,211.9 
   Wholesale and Retail Trade  261.1  270.4  278.9  287.8  288.9 
   Tourism  1,753.7  1,854.3  1,982.3  2,094.0  2,093.5 
   Transport and Communication  680.0  825.4  854.2  919.1  934.2 
   Financial Services  178.0  194.3  208.6  215.1  220.4 
   Real Estate  434.6  460.6  483.9  496.7  507.4 
   Business Services   152.2  166.1  178.4  183.9  188.4 
   Government Administration   537.5  590.5  677.8  750.7  839.5 
   Education, Health, and Social Services   129.2  131.9  134.6  137.2  139.6 
      
Financial Services Indirectly Measured   -206.3  -225.2  -241.8  -249.3  -255.5 
      
GDP in Constant 1995 Prices  5,144.6  5,648.2  6,056.6  6,345.5  6,570.9 
      
      
GDP at Current Prices   5,981.8  6,356.9  6,935.4  7,348.4  7,667.1 
      
GDP at Current Prices ($ million)  508.2  540.1  589.2  624.3  626.4 
      
GDP = gross domestic product 
Source: Ministry of Planning and National Development. 
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Table A.2:  Summary of Central Government Finances 
 
Item 1997 1998 1999 2000 2001 2002a 
       

 (Rf million) 
       

Total Revenue and Grants    1,869.8  1,995.0  2,291.1  2,372.7  2,513.2  2,740.3 
   Total Revenue  1,701.6  1,830.5  2,128.4  2,206.8  2,330.2  2,640.8 
       Current Revenue  1,701.6  1,830.5  2,128.4  2,202.6  2,317.2  2,628.5 
           Tax Revenue  896.0  902.7  977.3  1,013.8  1,039.9  1,100.3 
           Nontax Revenue  805.6  927.8  1,151.1  1,188. 8  1,277.3  1,528.2 
       Capital Revenue  —  —  —  4.2  13.0  12.3 
   Grants  168.2  164.5  162.7  165.9  183.0  99.5 
       

Expenditure and Net Lending   1,934.4  2,055.3  2,519.7  2,694.2  2,886.2  3,279.3 
   Total Expenditure   1,938.1  2,115.9  2,508.2  2,739.9  2,912.9  3,320.8 
       Current Expenditure  1,182.0  1,297.9  1,545.5  1,875.9  2,021.1  2,113.0 
       Capital Expenditure   756.1  818.0  962.7  864.0  891.8  1,207.8 
   Net Lending   -3.7  -60.6  11.5  -45.7  -26.7  -41.5 
       

Overall Deficit (including Grants)  -64.6  -60.3  -228.6  -321.5  -373.0  -539.0 
       
Financing   64.6  60.3  228.6  321.5  373.0  539.0 
   Foreign (net)  172.2  129.3  56.7  3.6  216.7  511.0 
       Disbursements   257.3  248.2  207.6  129.3  379.7  695.5 
       Repayments  85.1  118.9  150.9  125.7  163.0  184.5 
   Domestic   -107.6  -69.0  171.9  317.9  156.3  28.0 
       

Overall Deficit (excluding Grants)     -232.8  -224.8  -391.3  -487.4  -556.0  -638.5 
       
 (Annual % Change) 
       

Total Revenue and Grants    17.3  6.7  14.8  3.6  5.9  9.0 
   Total Revenue  25.9  7.6  16.3  3.7  5.6  13.3 
       Current Revenue  25.9  7.6  16.3  3.5  5.2  13.4 
           Tax Revenue  22.2  0.7  8.3  3.7  2.6  5.8 
           Nontax Revenue  30.3  15.2  24.1  3.3  7.4  19.6 
       Capital Revenue  —  —  —  —  210.0  -5.4 
   Grants  -30.8  -2.2  -1.1  2.0  10.3  -45.6 
       

Expenditure and Net Lending   13.3  6.3  22.6  6.9  7.1  13.6 
   Total Expenditure   14.1  9.2  18.5  9.2  6.3  14.0 
       Current Expenditure  23.7  9.8  19.1  21.4  7.7  4.5 
       Capital Expenditure   1.8  8.2  17.7  -10.3  3.2  35.4 
   Net Lending   -129.8 1,537.8  -119.0  -497.4  -41.6  55.4 
       

Overall Deficit (including Grants)  -42.7  -6.7  279.1  40.6  16.0  44.5 
       
Financing   -42.7  -6.7  279.1  40.6  16.0  44.5 
   Foreign (net)  5.6  -24.9  -56.1  -93.7 5,919.4  135.8 
   Disbursements   -0.5  -3.5  -16.4  -37.7  193.7  83.2 
   Repayments  -11.1  39.7  26.9  -16.7  29.7  13.2 
   Domestic   -314.3  -35.9  -349.1  84.9  -50.8  -82.1 
       

Overall Deficit (excluding Grants)     -34.7  -3.4  74.1  24.6  14.1  14.8 
       
a Budget estimates . 
Source: Ministry of Planning and National Development. 2002. Statistical Year Book of Maldives. Malé. 
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Table A.3: Monetary Survey 
(Rf million) 

 
Item  1997 1998 1999 2000 2001 
      
Net Foreign Assets  1,148.5  1,490.5  1,405.4  1,312.2  1,153.0 
   Monetary Authority (net)  1,163.4  1,401.5  1,502.2  1450.4  1,196.9 
      Foreign Assets  1,173.5  1,411.6  1,512.4  1,460.5  1,207.1 
      Foreign Liabilities   -10.1  -10.1  -10.1  -10.2  -10.2 
   Commercial Banks (net)  -14.8  89.1  -96.8  -138.2  -43.9 
      Foreign Assets  135.3  278.4  224.7  257.5  318.5 
      Foreign Liabilities   -150.2  -189.3  -321.4  -395.7  -362.4 
      
Domestic Assets  1,154.9  1,338.1  1,524.3  1,737.7  2,171.7 
   Domestic Credit  1,764.1  2,091.4  2,259.3  2,586.8  3,089.9 
       Public Sector   767.3  838.2  956.4  1,179.7  1,262.6 
           Central Government (net)  663.6  673.1  760.2  995.0  1,078.6 
               Gross Claims on Government   920.1  1,024.4  1,156.1  1,409.0  1,584.5 
               Government Deposits  256.5  351.3  396.0  414.0  505.9 
           Public Enterprises  103.6  165.1  196.3  184.7  184.0 
       Private Sector   996.8  1,253.2  1,302.8  1,407.1  1,827.2 
   Other Items (net)  -609.2  -753.3  -734.9  -849.1  -918.2 
      
Broad Money  2,303.4  2,828.7  2,929.8  3,049.7  3,324.7 
   Narrow Money  1,195.4  1,384.2  1,585.2  1,760.4  1,655.9 
      Currency in Circulation   489.7  524.9  593.3  618.1  566.5 
      Demand Deposits   619.2  725.4  935.9  1,074.4  1,022.1 
      Public Enterprises and Government 

Deposits  
 86.5  133.9  55.9  67.9  67.2 

   Quasi Money   1,108.0  1,444.4  1,344.6  1,289.4  1,668.8 
      
Memorandum Items      
   Foreign Currency Deposits  1,021.7  1,302.1  1,211.6  1,087.0  1,484.7 
   Dollarization Ratio   44.4  46.0  41.4  35.6  44.7 
      
      

Source: Maldives Monetary Authority. 
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Table A.4: Balance of Payments Indicators 
($ million) 

 
Item 1997 1998 1999 2000 2001 

 
      

  Trade Balance  -214.0  -215.9  -262.4  -233.3  -237.8 
     Exports, f.o.b    93.0   95.6  91.5  108.7  110.2 
        Domestic Exports  73.2  74.3  63.7  75.9  76.2 
        Re-exports  19.7  21.3  27.8  32.8  34.0 
     Imports, f.o.b    -307.0  -311.5  -353.9  -342.0  -348.0 
       

  Services Account Balance  190.5  204.3  203.6  208.8  206.1 
     Balance on Nonfactor Services 218.0  232.4  234.6  238.8  244.6 
         Receipts 312.2  331.3  342.8  348.5  354.1 
             Of which: Tourism  286.0  303.0  313.5  320.7  327.1 
       Payments   -94.2  -98.9  -108.1  -109.7  -109.4 

     Balance on Factor Services  -27.4  -28.2  -31.0  -30.0  -38.6 
         Receipts  7.5  8.6  9.0  10.3  6.8 
         Payments     -34.9  -36.8  -40.1  -40.3  -45.4 
      
  Transfers (net)  -10.8  -11.7  -22.8  -28.5  -29.5 
     Official   17.2  18.9  17.7  17.7  20.1 
     Private   -27.9  -30.6  -40.5  -46.2  -49.6 
       

  Current Account Balance  -34.2  -23.3  -81.6  -53.0  -61.3 
       

  Nonmonetary Capital (net)  61.6  52.3  74.3  45.1  39.9 
     Official Medium- and Long-Term   21.9  14.7  5.2  -2.1  7.6 
         Disbursements  30.7  25.8  17.6  12.4  23.4 
         Amortization  -8.8  -11.1  -12.5  -14.5  -15.8 
     Private Capital  42.9  42.9  42.9  25.6  24.3 
     Net Errors/Omissions   -3.2  -5.3  26.3  21.6  8.0 

        Overall Balance   27.4  29.1  -7.2  -7.9  -21.4 
           

  Monetary Movements   -27.4  -29.1  7.2  7.9  21.4 
     Maldives Monetary Authority   -37.5  -20.2  -8.6  4.4  29.7 
     Commercial Banks   10.1  -8.8  15.8  3.5  -8.3 
      
  Gross International Reserves  99.7  119.9  128.5  124.1  94.3 
    Months of Imports   3.4  4.1  3.8  3.8  2.9 

 f.o.b. = freight on board. 
Source: Maldives Monetary Authority.  

 
 

 
 
 
 
 
 
 


