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EDITORIAL
This issue completes the second year of MER as a quarterly 
publication. We are humbled by the support we have received from 
our readers and writers. We take this opportunity to thank them 
individually and collectively for their support and more so for the 
vigour and energy they infuse us with.

Our cover this quarter is on the impact of COVID-19 on the economy, 
government revenue and debt. Claire Burkhardt and Mehmet Tosun 
delve into a most useful analysis of government finances from the 
perspective of outsiders, an important matter in the context of 
sovereign rating and for international financial markets.

Going as far back as the year 1906, Ali Naseer gives an insightful 
narration on the country’s commercial diplomacy, a must read 
for past, current, and prospective foreign service officials. He 
provides key facts in the evolution of commercial diplomacy and 
the importance that once used to be attached to this important 
element of the foreign service.

The Maldives’ spaghetti bowl is not empty – there never was any 
spaghetti in it. Some decades into SAARC, of which Maldives is one 
of eight member states, the region had a flicker of hope of a robust 
trading bloc, an offshoot of the SAARC. Ahmed Saleem provides an 
opinion piece on the hopes and disappointments of SAARC, and his 
take on making the organisation a useful one for the peoples of the 
South Asia region.

Bandhu I Saleem produces another masterpiece, this time on 
the development of transport in Maldives, and zooms in on the 
development of aviation infrastructure in the country. This insightful 
story, lengthened by the necessity of important details such as the 
relocation of a proposed airport site in Malé to Hulhulé and why, 
leaves for the reader to conclude on the nature of the relations 
between Maldives and Britain (or its representative in Malé) at the 
time.

Internet found its way to Maldives in around the third quarter of 
1996. Much has happened since, from monopolistic competition 
to a duopoly, and now to an oligopoly, with ever so slightly more 
competition. Ibrahim Athif Shakoor’s stroke of the pen this time 
round results in a piece on internet service providers, and he asks if 
our ISPs are enjoying a free ride.

Finally, Fazeel Najeeb produces an analysis of the operation of the 
country’s stock exchange. He poses the question on how serious 
PLC CEOs are about their companies’ market performance or non-
performance, while analysing the MSE performance as a whole 
since its inception. He asks if MSE is growing or stunted.

We thank the writers for their excellent articles, and readers for their 
readership. 

If readers wish to send their comments for publication on any of 
these articles, please email them (not more than 200 words) to 
query@maldiveseconomicreview.com. Your comments will be 
subject to MER editorial policy and process. 

Opinions and views expressed in the Maldives Economic Review 
are those of the authors and they do not necessarily reflect the 
opinions and views of the journal
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Claire Burkhardt, Davidson Academy and
Mehmet S. Tosun, University of Nevada, Reno

THE 
IMPACT OF 

COVID-19 ON THE ECONOMY, 
GOVERNMENT REVENUE AND 

DEBT IN THE MALDIVES

Introduction
As COVID-19 cases in South Asia continued to surge in early May 2021, the Maldives again restricted travel—

further complicating its path towards economic rebound out of the pandemic. With tourism accounting for 

nearly 30% of the country’s GDP, the economic future of Maldives hinges on not only its own ability to navigate 

out of the pandemic, but also that of its major trading partners and sources of tourism revenues—primarily 

China, Germany, the United Kingdom, Italy, and India. 1 

While the daily case rates in Maldives have been increasing since mid-April, the light at the end of the tunnel 

comes from vaccine access. Over 50% of the population has received at least one dose of the vaccine, 

including the vast majority of frontline workers. Our World in Data provides more COVID-19 information on 

Maldives at https://ourworldindata.org/coronavirus/country/maldives. The country has even planned to offer 

free vaccines to tourists as part of their 3V “Visit, Vaccinate, and Vacation” initiative once the country is fully 

vaccinated. As a result, though COVID-19 surges continue to impede the full re-opening of the nation and 

its economy, the Maldives is primed to make 2021 a year of economic resurgence. Using the International 

Monetary Fund’s April 2021 World Economic Outlook, we seek to quantify the size of this resurgence and 

examine the ultimate short-term and long-term impacts of the Covid-19 pandemic on government revenue 

and the Maldives’ economy.

1 https://www.tourism.gov.mv/dms/document/f5f522de183dde8f0f012884cecb1706.pdf
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Data analysis
When compared to other Small Island Developing 

States (SIDS) in the Atlantic, Indian Ocean and South 

China Sea (AIS), the Maldives economy was hit most 

drastically by COVID-19 in 2020. As we see in Table 1, 

the region saw an average 13% percent decrease in 

GDP in 2020, but the Maldives experienced well over 

twice this number, suffering a 32% GDP decrease due 

to the shutdown of the country’s vital tourism sector. 

The government revenue in Maldives responded in 

kind, charting a 33% decrease from the previous year 

and 44% decline from initial expected government 

revenue for 2020 (see Table 2). The World Bank’s 

April 2021 Maldives Development Update finds that 

this shortfall was split between tax revenues (seeing 

a 39% decline from expected levels) and tourism-

related non-tax revenues (seeing a 54% decline from 

expected levels) (see Figure 1). Similarly, all tourism-

related revenue categories experienced sharper 

decreases than non-tourism related revenue sources. 

For example, while the goods and services tax 

(GST) from tourism dropped 56% from its expected 

The Maldives experienced the AIS SIDS’ most drastic decline in the 2020 GDP and 
government revenue levels, but the country is also expected to see the most immediate 
rebound. Since the economy is so heavily tied to tourism—which is expected to boom in 
2021—…While this immediate growth is expected to help offset drastic losses in 2020, 
the country isn’t expected to return to the pre-pandemic GDP or government revenue 

levels until 2023. 

2020 levels, the General GST only experienced a 

28% decline. The World Bank’s recent Maldives 

Development Update provides detailed information: 

https://thedocs.worldbank.org/en/doc/93bdbd79b

45eeb504743f4514f1095e1-0310062021/original/

April-2021-Maldives-Development-Update.pdf. 

The Maldives experienced the AIS SIDS’ most drastic 

decline in the 2020 GDP and government revenue 

levels, but the country is also expected to see the 

most immediate rebound. Since the economy is so 

heavily tied to tourism—which is expected to boom 

in 2021—the Maldives’ GDP and government revenue 

levels are projected to increase by 17% and 18%, 

respectively (see Table 1 and Table 2). While this 

immediate growth is expected to help offset drastic 

losses in 2020, the country isn’t expected to return 

to the pre-pandemic GDP or government revenue 

levels until 2023. After 2023, growth is expected to 

normalize at roughly 8% for the foreseeable future—

which is close to the average for comparable SIDS 

countries.
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As a result, the long-term economic impact of COVID-19 in the Maldives is unlikely to be seen only in GDP or 

government revenue levels. However, there will be significant impact in the form of rising debt levels. With 

such drastic economic impact in 2020, the Maldives gross debt level as a percent of GDP skyrocketed from 

78% in 2019 to 142% in 2020—the highest percentage of all countries in the region (see Table 3). Crucially, 

the country’s increased debt isn’t expected to return to pre-pandemic level in the foreseeable future. By 2026, 

the Maldives is only expected to reduce its debt to 136% of GDP, just a 6% reduction from the 2020 level. Like 

most developing countries, high-level government debt will continue to plague government finances well into 

the future.

 

Countries 2018 2019 2020 2021 2022 2023 2024 2025 2026 
Bahrain 7.23% 6.43% -5.13%* -3.57% 9.98% 3.89% 4.12% 4.45% 4.65% 

Cabo Verde 7.12% 12.10% -18.36%* 9.41% 14.21% 9.22% 8.00% 8.04% 8.07% 

Comoros 5.72% 7.57%* -1.32% 3.21% 10.72% 6.44% 5.46% 5.60% 5.50% 

Guinea-Bissau 16.07% 4.05% -10.92%* 5.27% 15.58% 9.51% 8.25% 8.14% 7.97% 

Maldives 9.57% 10.22% -32.58% 17.43%* 14.76% 14.92% 8.61% 7.73% 7.62% 

Mauritius 8.18% 6.26% -19.56% 3.65%* 5.54% 8.24% 4.75% 3.54% 3.55% 

São Tomé and 
Príncipe 7.21% 8.82% -6.27%* 8.92% 17.83% 9.63% 8.41% 8.32% 8.17% 

Seychelles 3.35% 1.53% -12.83%* -15.64% -13.72% 5.76% 17.48% 17.28% 21.61% 

Regional Average 8.06% 7.12% -13.37% 3.58% 9.36% 8.45% 8.14% 7.89% 8.39% 

Table 1: 
Estimated Percent Change of Total GDP for SIDS in the Atlantic, Indian Ocean, and South China 
Sea

Green denotes return to pre-pandemic levels. 
Asterisk (*) denotes the year that IMF staff estimates begin.
Source: IMF’s April 2021 World Economic Outlook
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Countries 2018 2019 2020 2021 2022 2023 2024 2025 2026 
Bahrain 29.09% 16.06% -29.10%* 21.88% 2.48% -3.79% -0.01% -3.52% 1.44% 

Cabo Verde 5.73% 16.74% -28.26%* 25.90% 18.86% 8.64% 8.83% 8.45% 8.91% 

Comoros 6.54% -3.10%* 6.91% -0.56% 6.48% 6.19% 5.51% 6.23% 5.97% 

Guinea-Bissau 5.03% 5.64% -0.90%* 11.83% 13.99% 8.21% 8.85% 8.56% 8.39% 

Maldives -2.47% 19.78% -33.46% 18.84%* 12.30% 16.98% 9.07% 7.83% 8.06% 

Mauritius 7.17% 4.75% -23.33% 9.65%* 9.31% 9.92% 5.19% 3.88% -1.73% 

São Tomé and 
Príncipe 3.77% 1.61% 17.36%* -16.98% 33.79% 9.55% 7.60% 7.05% 7.27% 

Seychelles 10.78% 0.47% -18.50%* -7.33% -12.47% 2.70% 16.05% 18.91% 22.11% 

Regional Average 8.21% 7.74% -13.66% 7.90% 10.59% 7.30% 7.64% 7.17% 7.55% 

Table 2: 
Estimated Percent Change of Total Government Revenue for SIDS in the Atlantic, Indian Ocean, 
and South China Sea

Table 3:
Estimated Gross Debt Levels as a Percent of GDP (Constant USD) for SIDS in the Atlantic, Indian 
Ocean, and South China Sea

Green denotes return (if any) to pre-pandemic levels. 
Asterisk (*) denotes the year that IMF staff estimates begin.
Source: IMF’s April 2021 World Economic Outlook

.Asterisk (*) denotes the year that IMF staff estimates begin.
Source: IMF’s April 2021 World Economic Outlook

 

 

 

 

Countries 2018 2019 2020 2021 2022 2023 2024 2025 2026 
Bahrain 94.98% 102.10% 132.88% 129.42% 134.24% 138.79% 143.01% 147.82% 152.52% 

Cabo Verde 125.59% 124.98% 139.04% 137.57% 131.26% 123.78% 115.61% 107.46% 99.41% 

Comoros 18.58% 25.25% 26.81% 29.96% 31.04% 32.02% 32.91% 33.49% 33.89% 

Guinea-Bissau 59.23% 66.95% 78.07% 78.08% 76.36% 74.00% 71.51% 69.03% 66.69% 

Maldives 71.54% 78.14% 142.58% 139.67% 139.97% 140.74% 140.88% 140.14% 136.68% 

Mauritius 66.22% 82.80% 87.78% 87.72% 87.78% 89.95% 92.04% 89.48% 95.16% 

São Tomé and 
Príncipe 83.08% 73.07% 81.39% 72.37% 67.59% 63.49% 59.23% 55.54% 51.67% 

Seychelles 59.08% 57.75% 98.38% 110.36% 108.50% 103.55% 95.92% 84.76% 76.60% 

Regional Average 72.29% 76.38% 98.36% 98.14% 97.09% 95.79% 93.89% 90.96% 89.08% 



MALDIVES ECONOMIC REVIEW
JUNE 2021

www.mer.mv

8

Figure 1: The Maldives’ Government Revenue Composition, 2019-2021

THE MALDIVES 2019 GOVERNMENT REVENUE COMPOSITION

THE MALDIVES 2020 GOVERNMENT REVENUE COMPOSITION

THE MALDIVES ESTIMATED 2021 GOVERNMENT REVENUE COMPOSITION

Source: World Bank’s April 2021 Maldives Development Update
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Concluding remarks
Unlike some developing states, the Maldives is 

expected to experience an immediate, post-pandemic 

rebound due to tourism. However, the current 

South Asia COVID-19 resurgence is threatening the 

country’s reopening efforts in the first half of 2021. In 

order for the Maldives to enjoy a significant economic 

resurgence this year, the country needs to dampen 

its own rising case rates and increase vaccination 

numbers to a point of herd immunity. Though vaccines 

are critical to economic reopening (especially the 

tourism sector), the country’s vaccination rates have 

slumped since late April. The Maldives government 

needs to deliver on the vaccination part of its “Visit, 

Vaccinate, and Vacation” slogan—especially for their 

citizens.

From a revenue perspective, however, 2021 looks 

promising. Though the Maldives economy is 

vulnerable to external shocks, it does have the ability 

to bounce back quickly if it can follow through on 

increasing tourism. The country is in desperate need 

of economic diversification, but that takes a long 

time. Business climate is another weakness for the 

Maldives, which. is ranked 147 out of 190 countries 

in “ease of doing business” according to the World 

Bank’s Doing Business Survey. More information 

on Doing Business indicators for Maldives can be 

found at https://www.doingbusiness.org/en/data/

exploreeconomies/maldives.

In the meantime, an important challenge will be 

reducing debt levels. In the blog “COVID-19, Debt and 

Doing Business in Developing Economies,” (available 

at https://www.unr.edu/business/international/

blog/covid-19-debt-and-doing-business), Abdoulaye 

Ouedraogo and Mehmet S.Tosun brought attention 

to rising debt as governments respond to the 

pandemic. The debt wave that started after the 2008 

recession has gotten substantially worse during the 

pandemic, especially for developing countries. They 

note that, without debt relief, developing countries 

will continue to struggle with debt and poverty. The 

aid community should not turn a blind eye to the debt 

From a revenue perspective, however, 
2021 looks promising. Though the 
Maldives economy is vulnerable to 

external shocks, it does have the ability 
to bounce back quickly if it can follow 

through on increasing tourism. The 
country is in desperate need of economic 
diversification, but that takes a long time. 
Business climate is another weakness for 
the Maldives, which. is ranked 147 out of 
190 countries in “ease of doing business” 

according to the World Bank’s Doing 
Business Survey. 
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crisis in developing economies in the post-pandemic world. At the same time, countries such as Maldives 

should increase their efforts to improve the resilience of their economies and healthcare systems to mitigate 

future catastrophic events.

ABOUT THE WRITERS
Dr. Mehmet S. Tosun is a Professor of Economics and the Director 

of International Programs in the College of Business at the 
University of Nevada, Reno. He is also the Barbara Smith Campbell 
Distinguished Professor of Nevada Tax Policy. He received his Ph.D. 
in Economics from the Maxwell School at Syracuse University. He 
has research fellowships in prestigious institutes in three different 

countries. He is also an Associate Editor of Socio-Economic 
Planning Sciences, and serves on a few other journal boards. Dr. 
Tosun has done consulting for the World Bank, the International 
Monetary Fund, and two United Nations agencies among others. 

Claire Burkhardt is a student at the Davidson Academy and the 
University of Nevada, Reno studying economics, policy, and 

technology. She researches fiscal economics with  
an emphasis on revenue structures and Covid-19’s lasting impact 

on developing countries.
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Ali Naseer Mohamed

The Maldives Foreign Minister Abdulla Shahid, in a tweet on 15 July 2020, said that “Our Missions are 

Gov’s outposts to the world, and key to mobilise aid, promote tourism, facilitate trade & attract investment, 

especially in post COVID recovery.”1 The tweet came a day after he and his executive team made a 

presentation to President Ibrahim Mohamed Solih with a plan to re-position the Maldives missions overseas 

towards enhancing “trade and investment opportunities for the Maldives, while bolstering the country’s 

tourism sector, obtaining foreign direct investment and assistance”.2  The announcement marks a clear 

shift in strategy and focus, bringing commercial diplomacy from the periphery to the centre in the toolkit of 

the Maldives foreign policy. But this is not the first time that the Maldives has tried to prioritise commercial 

diplomacy; it has always been a requirement for a country that relies on external commerce to sustain 

economic growth. 

Commercial diplomacy (which generally refers to the tools that diplomatic missions overseas use in supporting 

the home country’s business sector) 3 was the defining character of the Maldives foreign relations, until the 

country gained independence in 1965. However, the scope, objective, and relative importance of commercial 

COMMERCIAL DIPLOMACY OF 
THE MALDIVES: 

HOW TO TURN THE 
COUNTRY’S EXTERNAL 

COMMERCIAL DEPENDENCY 
INTO STRENGTH

The evolution of Maldives commercial diplomacy 

1  Foreign Minister Abdulla Shahid’s tweet, 15 July 2020.
2  https://presidency.gov.mv/Press/Article/23489, 14 July 2020, Ref: 2020-319.
3  G. R. Berridge and Alan James, A Dictionary of Diplomacy, 2nd ed. (New York: Palgrave, 2003), 38
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diplomacy as an instrument of the foreign policy 

have varied over the years.

Starting from 1906, the Maldives mission in Colombo 

(established as the “Representative’s Office” in March 

1906, which was later upgraded as the Maldives 

Embassy in Ceylon in 1965) was the main hub that 

led, directed, and even implemented the country’s 

foreign relations—including those activities, which 

could be listed under the heading of commercial 

diplomacy. The main purpose of the Office was to 

facilitate the uninterrupted, stable, and predictable 

supply of food to the Maldives from Sri Lanka. The 

Office had a larger budget than the Foreign Ministry 

in Malé and was staffed with some of the best talents 

in the country.

Equipped with such resources, the Representative’s 

Office was extraordinarily successful in its 

commercial diplomacy. It was not only able to 

facilitate food security of the Maldives, but also 

promoted ambitious overseas investment ventures 

of the Maldives Government. This included the setting 

up of the very first Maldivian investment overseas—

the Maldives National Trading Corporation (MNTC)—

in Sri Lanka in 1949. This investment would grow and 

Starting from 1906, the Maldives mission in Colombo … was the main hub that … 
implemented the country’s foreign relations. The main purpose of the Office was to 
facilitate the uninterrupted, stable, and predictable supply of food to the Maldives.

thrive to facilitate the emergence of other ambitious 

business ventures, such as the Maldives Shipping 

Limited (MSL), which owned and operated one of 

the largest shipping fleets in Asia. The MSL’s largest 

international office was also in Colombo.

The successes that the Representative’s Office gained 

in its commercial diplomacy in Colombo came at a 

cost. By the time the Maldives gained independence, 

the country was exclusively dependent on Sri Lanka 

in almost every aspect of its economic life. Sri 

Lanka was the destination for all of the Maldives 

exports and the source of all of its imports, too. In 

the absence of a bank or any financial institution in 

the country, the Maldives government relied on Sri 

Lanka’s central bank to meet all of its banking needs, 

including foreign currency requirements. 

One consequence of the exclusive dependency was 

it shrunk the space for the Maldives to manoeuvre 

in its foreign policy. Following the country’s political 

independence from Britain in 1965, the Maldives 

pursued a foreign policy which positioned the 

country away from its neighbours in South Asia. Its 

positions on some key issues, such as the conflict 

in Cambodia and the disagreements over China’s 

representation at the UN, were quite different from the 
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other South Asian countries. The policy choices that 

the Maldives made did not go well with neighbouring 

countries. The timing of some of the decisions that 

the Maldives made also coincided with Sri Lanka 

accelerating the implementation of its new domestic 

economic policies, which significantly restricted its 

international trade. 

The changes in Sri Lanka had a significant impact 

on the Maldives putting the country in a precarious 

situation. It had to negotiate for special permissions 

from the Sri Lankan government for every shipment 

of exports and imports from that country. Moreover, 

Sri Lanka nationalised the Maldives National Trading 

Corporation in Colombo, a major source of foreign 

currency earnings for the Maldives, in 1972. In 

another development, a senior official of the Maldives 

government who was also the director of the MNTC 

was detained, albeit temporarily, at Sri Lanka airport 

for alleged violation of foreign currency regulations. 

The Maldives dependency on Sri Lanka was significant 

enough to attract the attention of some International 

Relations scholars, citing the 

Maldives as an example of a 

country’s inability to pursue 

an independent foreign policy 

because of dependency on one 

country for its international 

trade and finance. 

4 See, for example, Marshall Singer, ‘The Foreign Policies of Small Developing States’, in World Politics, ed. James N. Rosenau; Kenneth W. Thompson and Gavin Boyd (New York: Free 

Press, 1976), 263-90.

Re-purposing 
commercial diplomacy 
in 1970s
The difficult situation that the Maldives found itself 

in its commercial ties with Sri Lanka prompted the 

country to re-purpose its commercial diplomacy. 

The Commercial Section of the Maldives Embassy in 

Colombo—which incorporated many of the functions 

of the Trading Corporation and the MSL—reached 

out to the missions of other countries in Colombo 

in an effort to source critical imports and gain 

access to their markets for Maldives exports. These 

efforts were fruitful. India, for example, dispatched 

a delegation to the Maldives to promote bilateral 

economic cooperation. The discussions paved the 

way for MSL establishing its operations in Bombay 

and India opening a branch of the State Bank of India 

in Malé in 1974, the first financial institution of any 

kind in the country.

Despite the success in re-purposing the Colombo 

mission’s commercial diplomacy, the government 

faced an acute shortage of foreign currency in the 

early 1970s. This resulted in re-sizing the Embassy 

in Colombo and closing the only other overseas 

mission—the Embassy in Washington—which also 

concurrently served as the Permanent Mission to 

the United Nations. (The Maldives also closed its 
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Embassy in Colombo in 1976, which was re-opened 

in 1979.) With these changes, the objective and 

character of the Maldives commercial diplomacy 

changed; never to regain the prominence and the 

priority it once enjoyed in the toolbox of the country’s 

foreign policy implementation. 

In the late 1970s, the Maldives brought radical 

changes to its foreign policy priorities, and commercial 

diplomacy was not one of them. The country, for 

the first time, actively sought to mobilise foreign 

grant aid and concessional loans to finance critical 

infrastructure projects, including the construction of 

an international airport, and establishing international 

communication facilities. The commercial dimension 

of the country’s diplomacy was mainly reactive, 

and it included negotiating economic and technical 

cooperation agreements with the neighbouring 

countries in South Asia. However, extending 

diplomatic support to the State Trading Organization 

(STO) and the Trade Ministry for sourcing basic food 

items and other critical imports would often become 

an urgent priority for the Foreign Ministry. This would 

always be in response to the needs and requirements 

of STO and not a permanent feature of the country’s 

diplomacy. 

The Foreign Ministry developed its first Strategic Plan 

towards the end of 2007, during Abdulla Shahid’s 

first tenure as Foreign Minister. The Plan sought 

to recalibrate the Maldives diplomacy, integrating 

commercial diplomacy into the toolkit of the Ministry 

and its missions overseas. By then, the Maldives 

had substantially enlarged its diplomatic presence 

overseas, increasing from three missions in 2004 to 

12 by the end of 2007. The ambassadors who headed 

these missions included former cabinet ministers, 

who took enthusiastic interest in commercial 

diplomacy. The Embassy in Delhi in fact established 

a commercial section headed by a specialist deputed 

from the Economic Ministry. Many missions began 

to scale-up their own capacity in tourism, investment, 

and export promotion. Some missions hosted 

high profiled investment and tourism promotion 

delegations and others still played key roles in 

organizing and hosting tourism fairs. 

These activities helped generate visibility for the 

Maldives and created a level of excitement in the target 

markets about the possibilities and opportunities 

that the country presents. At the same time, 

however, both the missions and the Foreign Ministry 

faced enormous challenges in ensuring that the 

The re-emergence of 
commercial diplomacy
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opportunities commercial diplomacy helped create, 

in fact, produce the intended results. The challenges 

emanated from the fact that the processes and 

procedures for communication among and between 

the missions, the Foreign Ministry, the sectoral 

agencies, and indeed the private sector businesses 

in the Maldives were, at best, ambiguous and did not 

produce certainty or predictability. 

Despite the continuation and accumulation of 

other similar challenges, the Maldives missions 

have played key roles in facilitating some of the 

most crucial foreign investments into the country, 

especially since 2010. The missions, furthermore, 

have organised and hosted the largest investment 

forums that the Maldives have held overseas. The 

Maldives ambassadors, during the last ten years, 

through skilful public diplomacy, have facilitated visits 

to the country by leaders and owners of global iconic 

brands, looking for possibilities and opportunities in 

the country for business. 

Time is, therefore, ripe to resurrect the Maldives 

commercial diplomacy, not just in a sporadic or ad 

hoc manner, but in a more holistic and spectacular 

fashion. Almost all Maldives missions overseas have 

now integrated the key elements of commercial 

diplomacy into their toolkit, albeit at varying degrees. 

That provides a sound basis on which work could begin 

in realising the government’s vision of repositioning 

the missions as “outposts” in mobilising development 

assistance and in promoting tourism, foreign direct 

investment, and exports. Though ambitious, it is a 

realistic, feasible, and indeed, desirable set of goals 

to achieve. If achieved, they would be the key in 

managing the Maldives external dependency in a 

way that is most beneficial to the country. 

The time is ripe, too, to take some basic steps, that 

are long overdue—which in many ways are pre-

requisites—to ensure that commercial diplomacy 

leads to the intended and concrete results. 

First, commercial diplomacy needs clearly defined 

objectives that are derived from the country’s long-

term strategic policy goals, and are decided at the 

highest political level. Such a decision will have the full 

buy-in from the sectoral agencies and state-owned 

Time is ripe for 
resurrecting commercial 
diplomacy

Time is ripe to resurrect the Maldives 
commercial diplomacy... but in a more 

holistic and spectacular fashion. Almost 
all Maldives missions overseas have 
now integrated the key elements of 

commercial diplomacy into their toolkit, 
albeit at varying degrees.



MALDIVES ECONOMIC REVIEW
JUNE 2021

www.mer.mv

17

enterprises. It also requires the active engagement 

and continuous dialogue with the private sector to 

gain their trust in ensuring that the missions overseas 

are there to support them.

Second, make the division of labour very clear 

to all stakeholders. The sectoral agencies and 

private businesses must have a better and much 

clearer understanding of their roles in the country’s 

commercial diplomacy. 

Third, establish a system and a procedure for 

communication among and between all the 

stakeholders. Commercial diplomacy works best 

when there is a standard operation protocol that 

clearly articulates the procedure for communication 

between the missions, the Foreign Ministry, the 

sectoral agencies, and the businesses that the 

missions would support. 

Fourth, leverage the Foreign Ministry and the 

missions with (both non-financial and financial) 

resources to make them fit for purpose. Maximising 

returns from commercial diplomacy requires the 

missions to become the knowledge frontiers in the 

host country on issues covered in their commercial 

diplomacy. It also requires the missions to scale up 

their capabilities in cultivating relationships, building 

networks and constituencies, and above all, in 

crafting their communication in the most inspiring 

and persuasive fashion.

Fifth, commercial diplomacy activities of the missions 

require regular reviewing, monitoring, and evaluation 

to ensure the techniques used always remain at the 

cutting edge of diplomatic innovation, and that there 

is a process of learning from experience.

The Maldives will always remain an externally 

dependent country. It will continue to rely on foreign 

investors to undertake large-scale or more innovative 

business ventures. The country will also continue to 

depend on exports and tourism to generate foreign 

currency. That will not change. And that is not a bad 

thing, either. The challenge for the Maldives, though, 
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is how to manage that dependency in a way that does not place the country in precarious situations where it 

is required to compromise on its core values. Commercial diplomacy provides a rich and diverse set of tools 

in managing such situations. And if the business of diplomacy is, in fact, promoting businesses, a country’s 

external dependency will appear to be its strength, too.
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The South Asian nations made history in 1985, by committing themselves to regional cooperation by forming 

the South Asian Association for Regional Cooperation or better known now in the region as SAARC. Since 

then, there have been some positive changes in the region but not to the extent things should have positively 

changed during the 36 years or so the organization has been in existence. But it still remains susceptible to 

criticism that it has not moved fast enough in the core areas by overcoming some of the serious hurdles which 

prevent the member countries in really engaging themselves in meaningful cooperation. Since its foundation, 

SAARC is meant to pursue and unite the subcontinent under the noblest aims of social and economic 

development, mutual understanding and, crucially, “the creation of an order based on mutual respect, equity, 

and shared benefits.

Ahmed Saleem

WHAT NEXT FOR SAARC?

Even if ‘contentious’ issues are forbidden to be discussed during summits, these issues 
are discussed on the sidelines of all policy making bodies, including summits, and many 

such discussions have led to positive solutions among member states.
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There were originally seven members of SAARC, 

namely Bangladesh, Bhutan, India, the Maldives, 

Nepal, Pakistan and Sri Lanka, when it was formed in 

1985. Afghanistan joined the group in 2005. Although 

the SAARC Charter requires the organization to hold 

a meeting of the Heads of State at least once a 

year, there have been only 18 summits in 36 years. 

However, the SAARC leaders decided, at the 18th 

summit in Kathmandu in 2014, to hold henceforth, 

the meetings of the SAARC Summits every two years 

or earlier, if necessary, the Council of Ministers once 

a year, the Standing Committee at least once a year, 

and the Programming Committee at least twice a 

year. They also agreed to make the Programming 

Committee a Charter body of SAARC. The first 

summit was held in Bangladesh in 1985 and the 

next 3 summits took place succeeding years in 1986, 

1987 and 1988. Following summits did not take 

place as scheduled due to mainly political problems 

in the region. There was, for instance, a big beak 

of 4 years before the 11th summit could be held in 

Nepal in 2002. It also took 3 years for Nepal to hold 

the 18th summit. The 19th summit was to take place 

in November 2016 but was cancelled because India 

boycotted it citing Pakistan’s involvement in the Uri 

terror attack in September the same year. It is difficult 

to even imagine when there could be a summit again. 

Of the 18 summits held so far, 3 summits took place 

in each of Bangladesh, India, Maldives and Sri Lanka. 

Two summits each in Pakistan and Nepal. Bhutan 

hosted only one summit. Afghanistan has not hosted 

a summit so far. Since the last summit in Nepal in 

2014, it has now taken almost 7 years, the longest 

SAARC has gone without a summit.

While it is true that summits do indeed do a lot of 

good by fostering understanding among leaders 

of member countries, it is, in my judgment, truly 

regrettable that the SAARC leaders opted not to hold 

summits all these wasted years, whatever may 

be the reasons. These were obviously crucial 

years which could have seen extraordinary 

development in all member countries. Even 

if ‘contentious’ issues are forbidden to be 

discussed during summits, these issues are 

discussed on the sidelines of all policy making 

bodies, including summits, and many such 

discussions have led to positive solutions 

among member states.
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While there were long periods during which hardly 

any positive developments took place in the region, 

things have begun to look hopeful after that last 

summit in Nepal in 2014. One must acknowledge the 

nature of the relationship between India and Pakistan 

which, in my opinion, prevents SAARC member states 

doing collectively what they must, in order to develop 

itself as a powerful region, which represents one fifth 

of the world’s population. For the past several years, 

nothing very productive or exciting has happened in 

SAARC. No summit, no Council of Ministers (CM), 

no Standing Committee (SC), which are the policy 

making bodies of SAARC. Only the Programming 

Committee (PC) has been meeting yearly to do what 

is necessary to be done – to discuss and approve the 

budget and to approve the calendar of activities. It is 

encouraging to note that even if summits don’t take 

place, ministerial meetings on important issues are 

taking place physically and now virtually because of 

COVID-19. 

The traditional rivalry between India and Pakistan are 

mainly the reasons for SAARC being in doldrums for 

the past several years. Even Bangladesh, the architect 

of SAARC, and some other member countries, seem 

to have little hope that SAARC will ever achieve what 

it is supposed to, given the kind of squabbling that 

is taking place among its members. When SAARC 

was formed, it was the hope that it would become 

an effective organization such as the ASEAN, which 

has brought enormous prosperity to the region and 

its members. However, there has been no marked 

difference in reduction of contention and disputes 

to facilitate political and economic cooperation and 

socio-economic advancement of the eight SAARC 

countries. Sadly, South Asia still remains not only one 

of the poorest regions of the world; it is also a region 

that is still plagued by poverty despite the efforts that 

have been made to alleviate it. To make things worse, 

non-nuclear members of the organization are fearful 

also of a nuclear confrontation in the region.

In my opinion, SAARC can come to grips with the 

‘core issues’ only if the countries of the region have 

the courage and the political will to face reality rather 

than dealing with peripheral issues that do not do 

any good to what SAARC is supposed to achieve. 

What SAARC should facilitate, is the discussion of 

‘all issues’ that are faced by the region, because that 

Whether or not SAARC will survive and 
develop itself into a viable organization 

that can indeed inject new life into 
this vast region depends entirely on its 

members. If an honest assessment is made 
by member countries, they will come to the 

conclusion that SAARC is not serving its 
members well. 
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is where we all belong to whether we like it or not. 

The SAARC Charter, which prevents bilateral issues 

from discussion at official and summit levels, must 

be changed, if necessary, to facilitate it. At present, 

consensus on issues has to be reached by unanimity 

and not by majority vote.

The exclusion of bilateral issues under its Charter, 

could well have been to discourage member countries 

discussing issues that are of national interest to 

some members but not to the region as a whole. 

But the question arises whether nuclear ambitions 

of India and Pakistan, in the context of immediate 

wellbeing of 1.2 billion people within the SAARC 

countries alone, should be left alone as being just a 

bilateral or contentious issue. After almost 36 years 

of existence of SAARC and 18 summits, the question 

to be asked is whether economic cooperation can 

take place while ignoring vital political issues that 

threaten to cause conflicts, both military and nuclear. 

Apparently, the little or no progress is indicative that 

economic cooperation is unlikely to come about 

unless the bigger two-member countries are willing 

to put their long-standing differences aside in the 

interest of the progress of the region as a whole.

At a time when the world is gripped with various 

conflicts, crises and a pandemic, countries are 

looking for mechanisms of mutual understanding 

and common ground to deal with such issues. South 

Asia, a region which has commonalities of culture, 

tradition, and deep roots of historical links, must find 

a way of working together on a common platform. 

Since SAARC has been tested for its cooperation 

mechanism over the many decades, it is still best 

suited to review its strengths and move on in a 

revitalization drive, rather than looking to form a 

completely new platform for the region.

I happen to think that the ‘South Asia Forum’ (SAF) 

proposed by India on which there have already been 

some meetings, is an excellent idea if SAARC is to play 

a pivotal role in developing itself as a region whose 

people will eventually benefit. The concept paper 

on the SAF says it will serve as a focal point for the 

generation of debate, discussion and the exchange 

of ideas on South Asia and its future development. 

While it is true that there have been talks held in the 

past among countries on new concepts for future 

cooperation, there has been no precedent of a regional 

forum endorsed by the Heads of Government of 

SAARC with participation from outside governments. 
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Thus, according to the Concept Paper on SAF, it 

could eventually be modeled on existing successful 

initiatives of a similar nature such as the Boao Forum 

for Asia (BFA), The World Economic forum (WEF) and 

the Asia Pacific Roundtable (APR).

What then could member countries need to think 

about injecting a mix of new and old ideas in order 

to revive and revitalize the organization? What can 

SAARC do once again to reinvigorate the cooperation 

mechanism? For any cooperation mechanism to 

thrive, constant dialogue is key. Frequent meetings 

held in each other’s capital and officials traveling to 

take part, even on subjects of technical matters, is 

an opening as seen during the early days of SAARC. 

The uninterrupted baby steps could only bring the 

mechanism up and running towards giant leaps. 

Could Member Countries once again concentrate 

on discussing technical issues under the banner 

of several Technical Committees that seemed 

a success story for sharing the knowledge and 

expertise as well as enhancing the skills of its people? 

Cooperation on subject areas as environment 

and natural disasters, science and technology, 

agriculture, population activities, women, youth 

and children, poverty alleviation and human 

resources development did contribute to better 

understanding among the people of South Asia. 

Are there more areas that could be added to the 

list? In the present context, one very relevant 

issue on which cooperation can begin is the ‘SAARC 

COVID Relief Fund’ initiated by India last year. Close 

to $20 million have been generously donated to it. 

Would it not be an excellent and timely idea to begin 

to disburse the funds to deserving countries through 

the SAARC Secretariat?

The launching of the SAARC Preferential Trading 

Arrangement, SAPTA, in the mid-1990s and now 

replaced by South Asian Free Trade Area in 2005, 

known as SAFTA, is good for the expansion of 

trade integration in the South Asian sub-region. But 

it is felt that not enough attention is being paid to 

the environmental implications of the agreement. 

SAFTA is operational and substantial progress has 

been achieved improving intra-regional trade and 

in project-based cooperation in the form of South 

Asian University and Arbitration Council, Food Bank 

and SAARC Development Fund. But SAARC still has 

a long way to go to be a successful organization like 

the EU or the ASEAN.
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While I refuse to admit that SAARC is altogether 

inactive, 36 years of summitry has obviously not 

brought satisfactory progress or development to 

the more than a billion people in the region. Given 

this background, it is time the leaders did an honest 

reappraisal of its objectives and strategies if they are 

serious about the principles, purposes and provisions 

of the Charter. If economic cooperation is the 

objective of SAARC but it is thwarted by contentious 

political issues which the SAARC is prevented 

from taking up, the purpose of the existence of the 

organization is in serious question. The challenge 

the leaders of South Asia face today is to ensure 

that SAARC is not derailed on account of any new 

situation. A lot remains to be done before SAARC can 

be genuinely reactivated and anything concrete can 

be done to recreate the kind of trust that is required 

to make the member countries believe in themselves 

all over again that they have more to lose than gain 

by just belonging to an organization that, in a way, is 

not as active as it should be.

Whether or not SAARC will survive and develop itself 

into a viable organization that can indeed inject 

new life into this vast region depends entirely on 

its members. If an honest assessment is made by 

member countries, they will come to the conclusion 

that SAARC is not serving its members well. Although 

technical limitations and issues of resources had not 

succeeded according to the goals set out by member 

countries, I believe it has not failed in its plans and 

objectives and still has great potential as a region. 

Undoubtedly, all member countries want SAARC to 

succeed and work together so that the region will get 

the much-needed boost. While India and Pakistan 

may be able to do without SAARC, it is in the interest 

of the other more vulnerable countries, to get this 

organization strengthened and going at a time when 

regional economic alliances are essential for the 

survival of small nations and the regions they are in. 

The ability of SAARC to keep the eight member States 

together and more so by bringing them to discuss 

regional issues during the past 36 years, must be 

seen doubtlessly as a great achievement.

I believe it is time SAARC began thinking as a major 

and mature regional organization which can change 
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the fate of the region, if only member countries are determined to act boldly in the interest of the people of 

the eight countries, rather than political problems of individual countries. This is also necessary to disprove 

the accusations in the past that some countries have used SAARC as a tool far beyond the constraints of 

the Charter, in order to make their position and perceptions of national security heard and used SAARC as 

a political and diplomatic bargaining chip. Similarly, member states must look for fresh ideas which could 

eventually transform SAARC as a powerful economic grouping that is indispensable for the development of 

the region. If this does not happen, what next for SAARC then? I am sure none of the member states want it 

to be an obsolete organization that has failed to do anything good for the region after 36 years of existence. 

But the reality is that unless South Asians learn to sort out their problems and live together and work together 

for their common destiny, it would be an impossible dream to realize SAARC’s noble objectives, and its real 

potential and promise. 
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Bandhu I Saleem

TRANSPORT IN MALDIVES: 
DEVELOPMENT OF AVIATION 

INFRASTRUCTURE

Maldives is a country comprising 20 atolls situated in 

the Indian Ocean. The length of the archipelago from 

north to south is about 823 kilometers. The widest 

part of this island chain is about 130 kilometers. 

The total number of islands is 1,192. The number 

of inhabited islands is 187. The population of the 

country is 420,000 (2012). The nominal GDP of the 

country is USD 10,385 (2018) and per capita income 

in PPP is USD 18,300. 

Trade and transport between the atolls and inter 

islands used to be carried out with sailing vessels, 

more commonly referred to as Baththeli, sailing 

generally between the atolls and Malé carrying 

products such as dried fish, coconuts and coir rope 

Introduction

Figure 1: Baththeli ready for sailing. Source: Unknown
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as main cargo. Passengers too travelled on these 

vessels. These were non-scheduled private sector 

transport, depending on the needs of the islands. 

The vessels were wooden built, designed to be 

accommodated within the harbour facilities in a 

particular island, and powered by wind harnessed by 

sails and oars for rowing when the wind drops. 

On average it took about three days to travel in good 

weather from, say Hoarafushi in Haa Alifu Atoll, the 

northern most atoll to Malé (318 km) stopping for the 

night at selected islands. They returned after selling 

the products they brought to Malé and laden with 

rice, wheat flour, sugar, and kerosene oil bought from 

the capital. 

Trade and transport between the atolls 
… used to be carried out with sailing 

vessels… Baththeli, … carrying products 
such as dried fish, coconuts and coir 
rope as main cargo. Passengers too 

travelled on these vessels. These were 
non-scheduled private sector transport, 
depending on the needs of the islands. 

The vessels were wooden built, designed 
to be accommodated within the harbour 

facilities in a particular island, and 
powered by wind harnessed by sails and 

oars for rowing when the wind drops. 

Travel time between Raa, Baa and Lhaviyani atolls 

and Malé was less; it took about two days in a sailing 

Baththeli-dhoni (a sailing vessel smaller in tonnage 

and larger than a normal fishing vessel).

From the southernmost atolls sailing vessels which 

were larger called Odi, from, Hithadhoo, in Seenu atoll 

(533 km), Fuvahmulah (496 km), Thinadhoo in Gaafu 

Dhaalu (409 km), and from Villingili in Gaafu Alifu 

Atoll (383), took as long as a week to travel to Malé, 

depending on wind and sea conditions. Cargo from 

these atolls were mainly as above. Additionally, they 

transported banana, breadfruit, taro and often mango. 

The return cargo was the same as for northern atolls. 

The central atolls i.e. Laamu, Thaa, Meemu, Dhaalu 

and Faafu atoll are much closer to Malé with the 

sailing time gradually decreasing as they lie closer to 

Malé. 

These vessels were commanded by very experienced 

mariners who dead reckon their way to navigate 

with compasses and visual identification of various 

islands during their journeys. Wind direction and 

sea current in the channels were always important 

as they sailed. When the winds dropped, they would 

use oars to position the vessels to prevent them from 

drifting. 

This simple status quo prevailed until the 

mechanization of fishing vessels (mas dhoni) began 
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in the 1970s and by 1990 all the boats were mechanized. 

One might ask why all the travel between Malé and the islands. Malé is the capital of the country as well 

as the center of commerce. People from atolls visit Malé for public administration needs, health services 

and for education, and commerce. All foreign trade was mainly conducted via Malé to Colombo or southern 

Indian ports. Passengers travelled to Ceylon (Sri Lanka) mostly in steam cargo ships that used to ply between 

Colombo and Malé, on an ad-hoc and very infrequent basis. 

British presence
Before I embark on to write on airports, it will be 

helpful to highlight the role of British Government in 

Maldives, which led to the development of Gan Island 

in Addu atoll as an airbase for the RAF. 

Following talks between the British and Maldivian 

Governments in December 1956 agreement was 

reached to lease Gan Island and a demarcated 

land area of 110 acres in Hithadhoo in Addu atoll 

for the exclusive use of HM forces, and entrance to 

the atolls and lagoon for the mooring of HM ships 

as well as use of the encompassing air space. The 

terms of the above agreement were for 100 years of 

lease, with the option to purchase the said lands, if 

required and the British government would pay a sum 

of £2,000 per year to the Maldivian government. The 

agreement was initialed by Prime Minister Ibrahim Ali 

Didi and British officials, (b) dated 15 December 1957, 

(referred to as Final Draft agreement). 

The Prime Minister, on his return to Malé in December 

1957 referred the final draft agreement to the Majlis 

(parliament) for possible approval. The Majlis debated 

on this draft agreement and rejected it. 

Following this rejection Prime Minister Ibrahim Ali 

Didi submitted his letter of resignation to Sultan 

Mohamed Farid Didi on 11 December 1957, stating 

his deteriorating health conditions.

On the same day, Sultan Mohamed Farid Didi ordered 

a meeting of the Majlis, and the Secretary of the House 

read out two letters from Sultan Mohamed Farid 

Didi: one was the resignation letter of Prime Minister 

Ibrahim Ali Didi and the other to seek advice from the 

Majlis on the way forward. The Majlis recommended 

by acclamation the service of the Prime Minister to 

the nation and the resignation of Prime Minister be 

accepted by the Sultan. The sultan recommended 

that Mr. Ibrahim Ali Didi be designated as Advisor 

Emeritus of the government with all the relevant titles 

and benefits that was accorded to the prime minister. 

Sultan also asked for legal advice and guidance of the 

House, and to recommend an appropriate candidate 
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for the post of Prime Minister. The House debated on 

this and nominated and recommended to the Sultan 

the name of Malé Member of Parliament Ibrahim 

Nasir to the post of Prime Minister, accordingly this 

was communicated to the Sultan. 

Meanwhile, based on the terms of the agreement 

initialed by the representatives of both governments, 

the British government had mobilized workers to 

develop an airport and other facilities at Gan that got 

completed in 1958. After the confirmation of Ibrahim 

Nasir as Prime Minister by the Sultan, he faced 

lots of difficulties in foreign relations. The political 

barometer between Maldives and Britain kept on 

rising with a lot of friction getting created. The 

Maldivian Prime Minister wanted a new agreement 

to be negotiated and finalized, replacing the terms of 

the previous Agreement. This was not an easy task. 

Finally, a new agreement between both the 

governments was negotiated and concluded on 14 

February 1960 in Malé, signed by the HM government 

represented by Hon C. J. M. Alport, Minister of State, 

and Prime Minister Ibrahim Nasir for Maldives.

Under this agreement land was to be leased to 

Britain for 30 years, to develop Gan airport, and 

other facilities in Hithadhoo. Agreement was also 

reached to receive a representative of Britain to be 

stationed in Malé. The British Government agreed to 

immediately grant £100,000 for the development of 

Maldives, as desired by the Maldivian Government. 

Further, spread over five years, development aid of 

£750,000 to Maldivian government was agreed for 

specific economic development projects. 

The British Government Representative, Mr. 

Arthington Davy arrived in Malé on 14 July 1960 and 

the government arranged his place of residence at 

Mulee’aage and was later transferred to Dhoonidhoo 

island near Malé, where accommodation and other 

facilities were built. 

During the cordial discussions that took place 

between both governments, representatives of British 

government proposed to develop and construct an 

airstrip, on the vacant land on the eastern side of 

Henveiru football grounds in Malé. 

However, the Maldivian delegation proposed to 

change the location of the proposed airstrip to 

Hulhulé Island, on which consensus was reached. 

Following this, RAF surveyors arrived in Malé in 

April 1960, and work began. Land clearing with 

the cutting of coconut trees, clearing and removal 

of other vegetation and all residual material was 
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completed. All these works were done by Maldivian 

Public works Department under the supervision of 

RAF engineers. The project was completed at a very 

fast pace. The runway was constructed with Marston 

Mat perforated steel sheets, within six months. The 

length of the airfield was 3,000 ft by 75 feet.

The first aircraft, belonging to Royal New Zealand 

Airforce landed on 19 October 1960. Military aircraft 

began unscheduled flights between Gan and Malé, or 

from Colombo to Gan and then to Malé. 

The operation of the airport at Hulhulé was under 

the control of the British Representative, Mr. Davy. 

No civilian aircrafts were operating. Ad hoc requests 

were made from the Maldivian authorities to facilitate 

flights between Colombo and Malé for the transfer of 

essential Maldivian staff of Sri Lankan nationality, like 

teachers, doctors, and government officials. It was 

accommodated by the British. 

One noteworthy incident took place when the 

Maldivian government wanted to send a delegation to 

…in April 1960 work began … Land clearing with the cutting of coconut trees, clearing 
and removal of other vegetation ... All these works were done by Maldivian Public works 
Department under the supervision of RAF engineers. The project was completed at a very 
fast pace…. runway was constructed with Marston Mat perforated steel sheets, within six 
months …The length of the airfield was 3,000 ft by 75 feet. The first aircraft, belonging 

to Royal New Zealand Airforce landed on 19 October 1960. Military aircraft began 
unscheduled flights between Gan and Malé, or from Colombo to Gan and then to Malé. 

Colombo, led by a government minister, and requested 

the British Representative to arrange a flight to 

Colombo. The British Representative confirmed that 

the aircraft would be arranged, and the dates were 

communicated. The Maldivian delegation was later 

informed that the flight was getting delayed, and the 

estimated arrival date was changed frequently. This 

excuse became very prolonged, and finally the British 

informed no aircraft was available. 

The frustration of the Maldivian officials became very 

obvious as they were not able attend the meeting in 

Colombo. It was concluded that Mr. Davy did not want 

such a flight to take place. The Maldivian authorities 

sought the assistance of Air Ceylon, the national 

airline of Ceylon to operate a charter flight between 

Malé and Colombo. Air Ceylon informed they needed 

to inspect the runway before confirmation and sent 

a representative to Malé to evaluate the runway and 

facilities, which eventually was approved. It was 

agreed that Air Ceylon DC3, Dakota aircraft can 

operate on the runway at Hulhulé island.
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When the news broke of the first charter flight 

from Colombo to Malé being arranged, the British 

Representative informed Maldivian authorities 

that the airport was for the exclusive use of RAF. 

However, Maldivian government informed there is 

no exclusive right for RAF and other airlines too can 

operate. Accordingly, the first Air Ceylon charter flight 

(a DC3 (4RACJ) with passengers landed at Hulhulé 

Figure 2: Malé in 1960 – The empty space on the eastern side of Henveiru football field where the English 
proposed to develop an airstrip. (Photo Source: Iye Magazine 10th August 1997)

airfield on 10 April 1962. It returned to Colombo with 

passengers from Malé. One more flight was operated 

from Colombo to Malé by Air Ceylon. 

Meanwhile, some civil disturbances against the 

British representative were taking place. A Women 

contingent in 6 dhonis went to Dhoonidhoo island, 

demanding the British representative to leave the 

Figure 3: Marston Mat, more properly called pierced (or perforated) steel planking (PSP), is standardized, perforated steel matting material developed 
by the United States at the Waterways Experiment Station shortly before World War II, primarily for the rapid construction of temporary runways and 
landing strips (also misspelled as Marsden matting). The nickname came from Marston, North Carolina, adjacent to Camp Mackall airfield where the 
material was first used. (Source Wikipedia)
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Figure 4: RAF built Hulhulé Airstrip with Marston Mat (Photo Source: Iye Magazine 
10th August 1997)

island. However, before they were able to land on the island Maldivian Police barred them, and made them to 

return to Malé. 

The anti-British protests increased, and protests were made whenever Mr. Davy visited Malé. This finally 

reached a stage where the British built airfield was attacked and some of the vehicles were damaged. Marston 

steel sheets were removed and, coconut tree trunks were planted in some areas and in the center of the 

airfield. This sabotage was done during the night. 

When Mr. Davy visited Malé to meet Foreign Ministry officials, protests were held on the roadside with anti-

Davy expressions shouted at him. His boat motor was even sprayed with shark liver oil. 

Figure 5: Volunteers dismantling Martson Mat at Hulhulé Airport
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Development of Hulhulé airport by government
Ministry of Home Affairs announced on 27 April 

1960 that Maldivian Government had decided to 

dismantle the existing temporarily runway built with 

British assistance at Hulhulé, to develop our own 

permanent airport. This notice appeared in the two 

daily newspapers. Prime Minister’s Office announced 

any assistance for this project, either monetary or 

in kind will be received by the Airport Office. Many 

people, clubs, organisations and companies came 

and registered themselves as volunteers to work on 

this project. 

Many work groups were formed and tasks given to 

them. The physical work of dismantling the steel 

plates began on 1 May 1964. The work included 

removing steel plates, clearing shrubs and trees, 

excavating and removing vegetation residue, refilling 

with sand and levelling. All these works were carried 

manually. Voluntary labour groups were growing 

fast, such as the four districts of Malé, and each atoll 

also participated in these works. Group sizes varied 

from 40 to 120 people, and as many as 200 atoll 

participants arrived. 

The technical specifications of the airfield and 

buildings were designed with technical cooperation 

of the Public Works Department of Sri Lanka, under 

a technical service agreement between the two 

Governments. Further, the Sri Lankan government 

sent on loan, some jaw crushers, compact rollers and 

bitumen heaters, and other machinery. For project 

supervision, a team of civil engineers including a 

resident engineer were also sent to Malé for the 

project. 

The works of voluntary groups progressed very 

fast, and coral crushing and preparing the subgrade 

began. Bitumen supply was concluded. The first sale 

cargo of bitumen was on ship “City of Victoria”, which 

unfortunately ran aground on Dhiffushi Maadhoo reef 

in Lhaviyani Atoll. The master and crew abandoned 

the ship and left Maldives. Under the Maldivian law the 

ship became property of the crown or Sultan. Most of 

the bitumen cargo was salvaged and brought to the 

airport site. When this cargo was unloaded, the ship 

was re-floated by Maldivian Government, and sailed to 

Mazgon Dock Yard, Bombay, for repairs. After repairs 

the ship was renamed “Dhiffushi Maadhoo” This was 

the first ship to be owned by the Maldives Investment 

London, that was operated by Maldives Shipping Ltd. 

Volunteers and public companies’ labour forces 

worked with commitment doing their daily allocated 

works. Daily work progressed with the works allocated 

to each group. The groups completed their daily work 

allotments ahead of schedule. After levelling and 

compacting with coral aggregates as designed, the 

asphalt work began. These works were completed by 

the end of March 1966. 
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… on 27 April 1960 that Maldivian Government decided to develop our own permanent 
airport. Many work groups were formed and tasks given to them. The physical work 
of dismantling the steel plates began on 1 May 1964. … All these works were carried 
manually. Voluntary labour groups were growing fast, such as the four districts of 

Malé, and each atoll also participated in these works. Group sizes varied from 40 to 
120 people, and as many as 200 atoll participants arrived. 

Meanwhile the other related works such as 

terminal building, firefighting equipment and basic 

communication too were completed, or on site. in 

tandem. All these works got done within a record time 

of two years, given the manual labour involved. The first 

flight to land on the newly constructed runway was an 

Air Ceylon HS 748 type aircraft. The flight landed on 

12 April 1966. Amongst the VIPs onboard were Prime 

Minister Ibrahim Nasir, Hon. Abdul Sattar Moosa Didi, 

(Maldivian Ambassador to Colombo, Ali Umar Maniku, 

the Maldivian Government Trade Representative in 

Colombo. This was the beginning of our international 

gateway. At the early days there was a charter flight 

every 14 days between Colombo and Malé, the 

beginning of the first commercial air service between 

Malé’ and anywhere.
Figure 6: Prime Minister Ibrahim Nasir, disembarking from 
the first flight
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Joining Gaadhoo Island with Hulhulé
On the southern lagoon of Hulhulé there was a small 

island named Ghaadhoo. This island was enjoined 

with Hulhulé with coral breakwaters on eastern and 

western sides and filled with sand dredged from 

the lagoon and sea as more land was required for 

future expansion of Hulhulé. It was completed with 

the required land reclamation in May 1968. Thus, an 

additional length of 3000 x 500 feet was added to 

Hulhulé island. A further extension plan was carried 

out on the southern lagoon of the Hulhulé island. 

This lagoon area which was to be reclaimed had an 

average depth of 20 -24 feet. This was done under 

supervision of the Public Works Department, by using 

cutter suction dredgers. The area added was 2000 

feet x 500 feet, with shore protection on both sides 

and the northern end. With the addition of this land 

on both northern and southern ends, Hulhulé was 

estimated to be approximately 7,000 feet in length. 

The airport development did not stop but planning 

process continued as the economy and markets 

responded. Malé airport was no exception to this. 

Planning exercises began with stake holders that 

reached a conclusion. The airport facilities should 

be upgraded to meet the demands of tourism, to 

accommodate long haul flights from Europe, Middle 

East, and from Far East. These discussions concluded 

in 1993, with the following points agreed: a) To build 

runway length of 2840 x 75 meters with apron; b) To 

Figure 7: Prime Minister Ibrahim Nasir, Ibrahim Rasheed, Ali Umar Manik, 
Abdulla Hameed inspecting Joining Gaadhoo Island with Hulhulé.

construct a terminal building to handle 350 passengers 

per hour; c) To build new air traffic control tower with 

navigational aids; d) To build aviation fuel storage, 

and delivery to aircraft via bowsers; e) To procure 

ground handling equipment; f) To train and develop 

manpower; g) to procure firefighting equipment. 

Accordingly, government sought funding for the 

projects and with the expansion of tourism markets, 

international development agencies responded 

favourably. Agencies who contributed to this project 

were Kuwait Fund for Arab Economic Development, 

Saudi Fund for Development, Abu Dhabi Fund for 

Development, and OPEC Fund for Development. 

Consultants were engaged for designing and project 

formulation, to which the agencies responded very 

favourably. The total investments in this project was 

MVR 123 million. 
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Meanwhile technical training programs were going 

on with assistance from UNDP, ICAO, UK aid, and 

German government assistance. The works were 

completed and the new facility was opened for 

operations on 6 November 1981. First airline direct 

from Europe landed on that day and was a DC-10 

aircraft of Condor (charter airline of Germany) with 

250 passengers. This was the beginning of a new 

chapter in our economy and the beginning of Malé 

International airport. 

The airport was the maintenance base for Air Maldives 

from inception since 1981. In 1993 Malé Airport 

was established as the home base for a Seaplane 

operation named Maldivian Air Taxi, a foreign private 

venture, to transfer arrival tourists from Malé Airport 

to their respective resorts. By 1997 a second sea plan 

operator began their operations. 

Malé International Airport is unique. It can be said it 

Figure 8: First direct flight (DC-10 Aircraft) from Frankfurt to Malé on the newly opened Airport. 6th November 
1981

is a city by itself on a single island. It served as a main 

hub for airport helicopter services by transferring 

tourists to resort islands. Unfortunately, the helicopter 

services were short-lived. On the eastern lagoon 

of the airport, the sea plan docks and terminal are 

developed. The arriving international passengers 

are transferred by land to the seaplane terminals. It 

is from here the passengers are flown to their resort 

islands. Some of the maintenance facilities for sea 

planes (DHC 3) are provided. When the passengers 

returned from their holidays, they are transferred 

to the international terminal for checking in to their 

respective airlines that fly them home. 

As I write, Malé International Airport has become 

the world’s largest sea plane operational base in the 

world, where more than 80 sea plans ply between the 

airport and resort islands. Another expansion project 

of Malé International (Velaanaa international Airport) 
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is ongoing that includes a Code F runway, additional 

aprons, new terminal building, a VIP handling terminal 

and new sea plan terminal. Airport being on a single 

island, the company generates its own power, 

produces and distributes fresh water, and 

manages sewerage and waste management 

services. On the western side harbour, docks 

are provided for the incoming and departure of 

speed boats, and ferry services. 

Velana International Airport is now connected 

to Malé and Hulhumalé, by a bridge and 

motorway respectively which allows vehicles 

to drop and pick up passengers at the airport. 

Figure 9: Air Maldives Aircraft Shorts-330 at Kahdhoo Airport

Gan Airport 
On Gan Island in Addu Atoll, the southern-most 

atoll of Maldives, the British Government developed 

an airfield with auxiliary facilities for use by the 

RAF. This was used by the RAF until they vacated 

Gan in 1976. In 2007 this airport, where the main 

shareholders were Ministry of Finance, Maldives 

Airports Company and State Trading organization. 

The government decided to run a public private 

partnership project and 30% of the share was sold 

to Casa Holdings Pvt Ltd, a Maldivian company. The 

Gan Airport is visited occasionally by foreign airlines, 

between Colombo and Gan, and from Johannesburg 

in the winter season. There is a flying school in 

operation since 2010. The main air service to Gan is 

by Island Aviation services, between Malé and Gan, 

using DHC 8 aircrafts operating about 4 – 5 flights a 

day depending on traffic demand. 

Airport development in atolls have 
become a public policy with investment by 
the government. In 2015, the government 
announced plans to establish airports to 
be located so that travel to each airport 
is within a reach of 20 minutes by speed 

boat in each atoll. 

Development of regional 
airports
In the annual presidential address to the Majlis in 

1981, the then President Gayoom announced that 

the government had decided to have more airports 
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in the atolls so that transport can be improved. This 

was followed by the clearing of land for airports in 

Hanimaadhoo, in Haa Alifu Atoll, and Kadhdhoo in 

Laamu Atoll with the hope that very shortly Malé, Gan, 

Kadhdhoo and Hanimaadhoo would be connected 

by air. 

Development of regional airports continued. 

Crossing one and a half degree channel 

between Laamu and Gaafu Alifu is 

always risky especially in the south west 

monsoon. To address this risky travel by 

sea, the government announced the plan 

to develop an airport at Kaadedhoo island. 

Works began in 1982 and the airport was 

opened for traffic in 1986. 

The development of airports opened 

new opportunities to the private sector. 

In 2007 the government approved the 

private investment of an airport on 

Maamigili in south Ari Atoll. This airport 

was developed and opened in 2011. This is the base 

airport of Villa Air, with approved maintenance repair 

organization. Since then, two more regional airports 

were developed by private entrepreneurs, one in 

Dhararvandhoo in Baa atoll, and the other, the Ifuru 

Airport, on Ifuru Island in Raa atoll. 

Although these are private investments, these 

developers do not have exclusivity and they are 

licensed as public airports. 

Airport development in atolls have become a public 

policy with investment by the government. In 2015, 

the government announced plans to establish 

airports to be located so that travel to each airport is 

within a reach of 20 minutes by speed boat in each 

atoll. 

In noon Atoll, Maafaru Airport on the island of 

Maafaru was opened in 2019. This airport serves, 

both domestic and international flights. As tourism 

expands further into the atolls, new airports are 

constructed and are being made operational. In order 

to meet the demand of passengers, Hanimadhoo 

airport started catering to direct flights to Trivandrum 

in February 2012. This opened a new avenue for 

passengers and cargo and led to all the benefits of 

Figure 10: Dash 8 Aircraft
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a direct flight with success. Before, passengers in norther atolls had to come to Malé for which they incurred 

additional costs for travel to Trivandrum. 

The government’s policy of expanding transport by air was announced in 2012. Since then airports at 

Fuvahmulah, Kooddoo in Gaafu Alifu Atoll, Thimarafushi in Thaa atoll were completed and commissioned. In 

northern atolls, Funadhoo in shaviyani Atoll, Kulhudhuffushi in Haa Dhaalu Atoll and Hoarafushi in Haa Alifu 

Atoll were constructed and completed. 

 Table 1.  Investment by Government in atoll airports:  1982 -
2006 

Airport 
1982 - 

1986 
1994 - 

2006 
1989 - 

2006 Total 
ICAO 

Kahdhoo 15.05 0 46.95 62.00 VRMK 
Hanimaadhoo - 32.31 25.00 57.31 VRMH 
Kaadedhoo - 41.51 34.14 75.65 VRMT 
  15.05 73.82 106.09 194.96  
Source: Government data 

Currently, Muli Airport, in Meemu Atoll and Fares-Maathodaa (Gaafu Dhaalu Atoll) Airport are under construction 

and will open in 2022. Another airport by a private investor in Madivaru Island in Lhaviyani atoll will be opened 

in early 2022

Managing airports
These airports are out-sourced to be managed by Island Aviation Services under a contract, except Maamigili 

Airport which is operated by its owning company Villa Air. The rest of the atoll airports are managed by a newly 

created state-owned company, the Regional Airports Co. Ltd. established in April 2021, with a mandate to 

operate and maintain these facilities. 
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 Table 2.  Private investments in airports. 2001-2021 

Airport 
2001- 
2010 

2011- 
2021 Total ICAO 

Maamigili 377.00 - 377.00 VRMV 
Dharavandhoo 242.00 - 242.00 VRMD 
Ifuru - 223.00 223.00 VREI 
Koodoo - 277.00 277.00 VRMO 
Kudahuvadhoo - 339.30 339.30 VRMU 
Madivaru - 256.20 256.20 N/A 
Maafaru - 840.00 840.00 VRDA 

Total 619.00 1935.50 2554.50   
Source: Government data 

 It is noted that it started with basic requirements and 

in the second phase facilities were improved, such as 

airfield lighting, runway over lay, air traffic control, 

terminal building, rest houses for passengers, and 

crew. It can be concluded that the government has 

been prudent in these investments. These airports 

were developed on islands which do not require land 

reclamation. In 1989, the government announced 

plans for private investment in regional airports. 

Since then, the private sector has invested in airports 

coupled with expansion of tourism into the atolls. 

Concessions were given to investors to develop a 

tourist resort in the location of the atolls. Both foreign 

and local investors developed the airports under this 

scheme. These investors opted for islands requiring 

part land reclamation and part natural Islands. Some 

of them are an in habited islands, e.g. Maamigili, 

Dharvandhoo and Kudahuvadhoo.

During the period under review, private investor has 

invested a total of MVR 2,2540.0 million in these 

airports facilitates. Typically, these investments 

consist of runway, taxi way apron and passenger 

terminal and handling equipment.  Harbor and jetties 

Maamigili (VRMV) Kuda Huvadhoo (VRMU) are base 

airports for Villa Air and Manta Air respectively which 

have base maintenance facilities. 

 Table 3. Government investments in Airports – 2008 -2021 

Name 
2008- 
2010 

2011- 
2021 Total ICAO 

Thimarafushi 339.00  - 339.00 VR NT 
Fuamulaku 131.00  - 131.00 VR MR 
Kulhudufushi -  453.00 453.00 VR BK 
SH. Fonadhoo -  406.00 406.00 VR CF 
Maavarulu -  756.00 756.00 UR MR 
Hoar fushi - 238.00 238.00 UR AH 

Total 470 1853.00 2323.00   
Source: Government data 
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The government has invested MVR 2.3 billion in these airports for the period 2008-21. Fuvahmulaku airport 

was developed on land available hence cost is low, whereas for other airports land reclamation and shore 

protection was done. The government has transferred the management of regional airports to the newly created 

enterprise indicated. This company take over the function to manage the regional airports. This company have 

budgetary allocation of MVR 100,00.00 for maintenance and upgrade where necessary and staff wages.

 

No Name Date of Construction Date of 
opening 

ICAO Runway 
Dimension (L x B) 

(Meters) 

Investments (MVR) 
Million 

Ownership 

1 Kadhdhoo Airport  1982-1986 10.12.1986 VRMK 1,220 x 30 metres 62.0 Govt. 

2 Kadhdhoo Airport (Phase 2) 10.12.1986  VRMK 1,220 x 30 metres  46.6 Govt. 

3 Hanimadhoo Airport 1982-2003 28.032003 VRMH 1,220 x 30 metres  57.1 Govt. 

4 Hanimadhoo Airport (Phase 2) 1994 – 1998  VRMH 1,220 x 30 metres  57.6 Govt. 

5 Kaadehdhoo Airport 1991-1993 11.12.1993 VROS 1,220 x 30 metres  75 Govt. 

6 Kaadehdhoo Airport (Phase 2) 1994 – 2006  VROS 1,220 x 30 metres  75.0 Govt. 

7 GAN Airport 1989 – 2006 3.11.2005 VRMG 3,400 x 60 metres  377.0 Govt. 

8 Maamigili Airport 2001 – 2011 1.8.2011 VRMV 1,800 x 30 metres  308.0 Private 

9 Koodoo Airport 2011 – 2017 10.10.2012 VRMO 1,800 x 30 metres  277.0 Private 

10 Dharavandhoo Airport 2007 – 2012 19.10.2012 VRMD 1,189 x 30 metres  242.0 Private 

11 Thimarafushi Airport 2010 – 2018 19.10.2012 VRNT 1,200 x 30 metres 337.9 Govt. 

12 Dhaalu Airport 2013 – 2012 1.11.2017 VRMU 1,800 x 30 metres  339.2 Private 

13 Ifuru Airport 2011 – 2015 28.05.2015 VREI 1,200 x 30 metres 223.0 Private 

14 Fuvamulah Airport 2008– 2010 11.11.2011 VRMR 1,100 x 42 metres 131.0 Govt. 

15 Kulhudhufushi Airport 2017 – 2020 September 
2020 

VRBK 1,220 x 30 metres 453.0 Govt. 

16 Sh. Funadhoo Airport 2017 – 2020 20.02.2020 VRCF 1,200 x 30 metres 406.0 Govt. 

17 Maavaralhu Airport 2018 – 2020 July 2020 VRMR 1,200 x 30 metres 756.0 Govt. 

18 Hoarafhushi Airport 2019 – 2020 03.03.21 VRAH 1,200 x 30 metres 238.3 Govt. 

19 Madivaru Airport 2017 – 2021 2022  1,200 x 30 metres 256.0 Private 

20 Velaanaa International Airport 1966 - ongoing 12.04.1966 VRMH 3,400 x 60 meters 1350.0 Govt. 

21 Maafaru Airport 2017-2020 28.02.2020 VRDA 2,220 x 45 meters 840.0 Govt. 

 

Regional Airport Development (1986 – 2021)

Source: Ministry of Transport and Civil Aviation, Regional Airports, Male

8
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No Name of Atoll No Beds No Beds No Beds Total beds Airport
1 Haa Alifu 2 394 0 0 8 96 490 Hoarafushi
2 Haa Dhaalu 1 118 1 104 3 50 272 Hanimaadhoo
3 Shaviyani 2 457 0 0 1 8 465 Fonadhoo
4 Noonu 7 1398 0 0 3 44 1442 Maafaru
5 Raa 12 3088 0 0 0 0 3088 Ifuru
6 Baa 16 2953 1 150 24 462 3565 Dharavandhoo
7 Lhaviyani 9 2250 0 0 2 28 2278 Madivaru
8 Kaafu 52 12582 5 758 179 4178 17518 Velanaa Int.
9 Alifu North 10 2072 0 0 92 1214 3286 Nil

10 Alifu South 16 4200 1 56 46 702 4958 Maamigili
11 Vaavu 3 614 0 0 35 418 1032 Nil
12 Meemu 2 400 0 0 1 12 412 Under Construction

13 Faafu 1 250 0 0 1 14 264 Nil
14 Dhaalu 8 2782 0 0 0 0 2872 Kuda Huvadhoo
15 Thaa 1 152 1 2 164 Thimarafushi
16 Laamu 2 242 0 0 2 78 320 Kahdhoo
17 Gaafu Alifu 6 1036 1 136 1 12 1184 Koodoo
18 Gaafu Dhaal 3 550 0 0 3 48 609 Maavaralhu
19 Fuamulaku 0 0 0 0 15 186 186 Fuamulaku
20 Seenu 3 526 1 156 8 164 846 GAN

156 36064 10 1360 425 7716 45251

Resorts Hotels Guesthouse

Total

Tourism Facilities in Atolls and Airports

Source: Ministry of Tourism, Male, June 2021
Do not include liveaboard cruises
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Ibrahim Athif Shakoor

For the purpose of this article ISP here refers to all internet service providers including mobile internet through mobile phone connections. 

ARE OUR 
ISPs 

ENJOYING A 
FREE RIDE?

In today’s world, connectedness is everything. We work, study, play, socialize and live on the internet. The 

prevalent nature and its essentialness, so to say, of the internet, in today’s world has been highlighted and 

emphasized by the imposed lockdowns, not only in this country but elsewhere in more developed countries. 

It is understood by the many as a basic right and has been, fortuitously declared as a basic right by the new 

Minister of Environment, Climate Change and Technology.

In today’s digital age, Affordability, Accessibility and Reliability (AAR if you will) plays a critical role in determining 

public discourse, and the ability of citizens’ to participate in affairs of the state, as all governments continue 

to insist that is exactly what they want. In the days of ancient Athens the public (in reality a very selected few) 

gathered in the Acropolis to decide on the affairs of the state. Today our twitter feed and social media help 

influence, shape and form policy decisions. 

In today’s digital age, Affordability, Accessibility and Reliability plays a critical role in 
determining public discourse, and the ability of citizens’ to participate in affairs of the 
state, as all governments continue to insist that is exactly what they want. Today our 

twitter feed and social media help influence, shape and form policy decisions. 
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Importance of the RF spectrum
The radio waves comprising the Electromagnetic 

spectrum is the natural resource that makes modern 

communication and communication development 

possible. The portion of electromagnetic frequency 

spectrum usable for communication remain is 

limited- between 30 Hz and 300 GHz) and this limited 

natural resource is what is known as the Radio 

Frequency (RF). For any country, the RF spectrum 

is a national asset and access to the asset, for 

commercial purposes are controlled and regulated. 

The RF spectrum is the highway, and it is access to 

that highway, the costs attached to it, that determine 

the commercial viability of ISPs. The highway that is 

used by the digital 1s and 0s is the Radio Frequency 

(RF) spectrum and it is the ownership and the access 

to the radio frequency spectrum that allow Internet 

Service Providers (ISP) to sell data, make money and 

enrich their shareholders. The quality of that service 

to a large extent, determines the quality of life today. 

The International Telecommunications Union is 

the responsible UN agency for information and 

communication technologies and allocates global 

radio spectrum. For administrative purposes, the 

ITU has divided the world into 5 administrative areas 

in which distribution in Maldives belongs to area E 

including our neighbors in the SAARC region as well 

as developed giants in the telecom world including 

Singapore, Australia, Japan and China. 

Studies by the International Telecommunication 

Union have shown that a 10% increase in mobile 

voice or broadband penetration increases a country’s 

national income by in excess of 1%. This means that 

the efficiency in the use of the limited RF spectrum 

has national consequences at the GDP and per 

capita income.           While different countries, at 

different stages of their maturity into the digital 

age, have exercised different models in determining 

access to ISP’s, today most of them manage the 

access in a manner that offer revenue to the state 

in albeit different forms. In India and Sri Lanka, our 

closest neighbors today, RF access to ISP’s are 

allowed through a managed auction. Other developed 

countries too, like Singapore South Korea and Japan, 

have been allowing access to highway through 

managed auctions as of late. 

ISPs compete for the limited RF spectrum because it 

is the quality and cost of that access that determine 

their services and therefore, what they are able to 

provide to their customers. Regardless of the model 

used by different countries, one factor is common 
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across all models and hybrids used by different 

countries in allowing access to the digital highway. 

The nation, the country benefits from selling that 

access. It is a limited resource. There is great demand 

for accessibility to that resource and for private 

enterprise there is much profit to be made depending 

on the nature of the access to the RF spectrum.

World Bank in a 2008 Policy Research Working 

Paper titled  ‘Managing the Radio Spectrum: 

Framework for Reform in Developing Countries’ 

stated that

The radio spectrum is a major component of the 

infrastructure that underpins the information 

society. Spectrum management, however, has 

not kept up with major changes in technology, 

business practice, and economic policy that 

have taken place worldwide during the last two 

decades. For many years traditional government 

administration of the spectrum worked 

reasonably well, but more recently it has led to 

growing technical and economic inefficiencies 

as well as obstacles to technological innovation.

That was the basis of the World Bank Policy 

Report Research in 2008. The report went on to 

conclude that 

Moving spectrum management closer to 

markets and users is long overdue. Spectrum 

management is, in a sense, the last frontier 

of the telecommunications sector reforms 

that the World Bank and other development 

organizations have been promoting and 

supporting for two decades. Whereas state 

monopolies have by now largely given way to 

private-led, increasingly competitive market 

structures, the spectrum, a key resource, 

remains firmly in the hands of governments. 

Well-managed spectrum has become critical 

for developing mobile services, broadcasting, 

and broadband access. Incumbents and 

new entrants increasingly resort to wireless 

technologies to modernize and expand their 

facilities. Only tinkering at the margin with 

existing spectrum management practice is no 

longer sufficient.

We, in the Maldives, until to-date, have only imposed 

an administrative charge for RF spectrum allocated 

to ISPs. While memory serves to remind me that 

there was, some time back, a bidding for spectrum 

allocation. Few bidders apparently participated with  

bids in excess of MVR 1,000,000. However, this is 

today, largely anecdotal and no reference to the same 

is available. 

Basic Economics, and numerous examples warn us 

of the dangers of freeriders on a Public Good. Any 

Public Good. Be it vehicle access to the crowded 

congested roads of Male’, the stock of tunas in the 

Indian Ocean and yes even to the digital highway. 
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Unfettered access to all, especially free access leads 

to exploitation by the few and a deficit of access to 

the many. The RF spectrum allowed for each ISP 

and the costs associated to the same determines, 

for a large extent the bandwidth of the provider, the 

potential for expansion, geographic coverage

ISPs are businesses. In 1776, Adam Smith wrote 

that ‘it is not from the benevolence of the butcher, 

the brewer, or the baker, that we expect our dinner, 

but from their regard to their own interest. We 

address ourselves, not to their humanity but to their 

self-love.’ Like all businesses ISPs too, perform best 

under competition. Perhaps, it is time, that here in 

the Maldives, like the rest of the developed world 

too, to get our ISPs to compete for access to digital 

highway and pay a fair market price for that access 

to the nation for whom that asset belong.

The counter argument that this will only result 

Basic Economics, and numerous examples 
warn us of the dangers of freeriders on 
a Public Good. … Be it vehicle access to 

the crowded congested roads of Male’, the 
stock of tunas in the Indian Ocean and yes 

even to the digital highway. Unfettered 
access to all, especially free access leads 
to exploitation by the few and a deficit of 

access to the many. 

in higher charges by ISPs are, today a tired and 

exhausted. Given competition, rates will always fail, 

especially in the tech sector where Moore’s Law 

operate in so many formats.  Therefore, the question, 

may again be posed. Are we allowing our ISPs to take 

our free ride? Can we allow for more competition and 

indeed get better services with lower charges?
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Fazeel Najeeb

THE MALDIVES STOCK 
EXCHANGE: GROWING OR 

STUNTED?

In real life, a CEO of a major PLC in Maldives is asked by a shareholder during its AGM in the second quarter 

of 2021 about the reasons for its sharp fall in its share market price. Its average market price on annual basis 

dropped 92pc over 16 years to the end of 2020. 

Actual data for this company available on MSE website shows that on annual terms, this company’s share 

price fell 61.3pc from 2006-2010, 43.4pc from 2010-2014, 13.4pc from 2014-2018, and 60pc from 2018 to 

2020. Based on these time intervals, this company performed worst in annual share price growth. MSE data 

alone does not explain reasons for this. A CEO should be able to explain this convincingly.

The CEO responds to the question saying that the publicly traded market price is not the company’s true share 

price, and adds that if a valuation is done now its share price will be higher. 

The CEO’s response is perhaps reflective of a number of PLC C-suite executives and board directors attitude 

towards the share market in this country. It might suggest an inherent attitude that views the company’s 

presence in the stock exchange as symbolic and that regardless of its share market performance, it can be 

successful. We cannot be certain that this may or may not be the case without a more detailed study of PLC 

performances in the stock exchange and their actual business performances.
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The CEO’s response also leads to other questions, some relevant to investors and some to the wider financial 

sector development policies. For example, in day-to-day trading what current information is available to investors 

other than the market information for them to decide on investing? A company’s business information relevant 

to an investor’s investment decision is not available on a day-to-day basis. At policy level, an attitude such as 

that indicated above towards the stock exchange goes contrary to efforts at promoting and developing the 

stock market and promoting the liquidity of the market. 

This also leads to a question on how the stock market has fared thus far. Beginning as an interim securities 

trading arrangement within Capital Market Development Authority for two years under the CMDA Act 2006, 

the Maldives Stock Exchange is now a private sector exchange. It was licensed by the CMDA in 2008 to 

establish a market mechanism for trading and settlement of securities, and to provide a regulatory framework 

to standardise and monitor trading in securities. At the end of 2020, a total of nine stocks remained listed in 

MSE in five sectors (Table 1).

Composition of Masix 

 Stock Company Sector Listed 

MTCC Maldives Transport & Contracting 
Company Transport, construction 1980 

BML Bank of Maldives Financial (banking) 1993 

STO State Trading Organisation Trading 2001 

MTDC Maldives Tourism Development 
Corporation Tourism 2007 

DHR Dhiraagu Telecom 2012 

ATM Amana Takaful Maldives Financial (insurance) 2012 

OMPL Ooredoo Maldives Telecom 2017 

CPLC Centurion Transport (shipping), 
logistics 2017 

MIB Maldives Islamic Bank Financial (banking) 2019 

Source: MSE, 2021: table compiled by author 

Table 1: MSE Stocks and sectors
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Among them are the domestic corporate sector powerhouses, Dhiraagu, Bank of Maldives and STO. They 

have been joined by more recently listed foreign companies, Ooredoo from the rich Gulf state of Qatar (listed 

in October 2016), and Amana Takaful (Sri Lanka). A formerly private company, Centurion – a local shipping and 

logistics outfit – was listed in 2017. Maldives Islamic Bank (MIB) is the latest entrant into the market having 

been listed in 2019.

With these nine stocks, and one security (HDFCS2), 

how active has the market been? Figure 1 shows 

movements in the Masix index from May 2002 

onwards. At the end of 2020 the index was at 199.25 

points, showing almost no change from 199.05 at 

the end of 2019. 

A sharp peak is seen in mid-2008 when the index 

reached 450.35 points on 2 June 2008. Ironically, this 

was during the global financial crisis (GFC), a period 

of extreme stress in global financial markets and 

banking systems, which is believed to have started 

sometime around the middle of 2007 and lasted to 

the early months of 2009. But it is also known that 
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Figure 1: Masix index - 2006-2020

Index performance MSE is not internationally connected and therefore 

there is no inward portfolio investment. 

Since that peak though, the index continued 

downward and bottomed out at 114.6 points on 22 

December 2013. Since then, it has risen 84.64 points 

to 199.25 (73.9pc) in the 17 intervening years to the 

end of 2020. 
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Figure 1: Masix index daily change volatility 
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Figure 2: Masix index daily change volatility

An analysis of volatility of the index is somewhat 

problematic mainly because trading is very 

infrequent, but also because MSE gives data for every 

single day of the year including days on which the 

market is closed. This makes it difficult to determine 

the actual number of trading days in a month or year 

by analysing data on trading alone. But a random 

page on the MSE website does provide a calendar of 

the year in which weekends and public holidays are 

marked.

Figure 2 shows an indication of market volatility in 

the index for the same period as in Figure 1. 

For risk takers, a more volatile market may be more 

attractive since higher volatility in stocks indicate 

higher risks, and therefore, as the old saying goes, 

high risk – high return (albeit this may not always 

turn out to be true). They buy for short term and sell 

when the stock shows a profit they desire. A lower 

volatility, on the other hand, may be more attractive 
3 

 

 

Figure 2: Volume and value of trading 
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Figure 3: Volume and value of trading

to investors who are risk-averse, who buy a stock to 

hold for dividends. 

Trading volume, liquidity 
and value
Another indicator of market activity is the volume of 

trade. This is the number of shares sold in market 

trading.

As Figure 3 shows, volumes were thin during most of 

the years from 2006 to 2020. The years 2013-2015 

are outliers compared to the rest of the years. 

2014 was particularly extraordinary: 3.5 million 

shares were traded during that year. The following 

year, volume dropped to 1 million and to just 61,907 

the next year. 

The year 2020 ended with a higher volume, 482,453 

shares, from 52,863 shares the previous year, and 

39,525 shares the year before. 
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Volume is also an indicator of liquidity of the market. 

Liquidity refers to how swiftly a stock or security can 

be bought or sold in the market for its market price. 

The low volumes and infrequency of trades suggest 

that liquidity of the market is also very thin.

Figure 3 also shows that movements in trading 

values, which is the total value of shares traded, were 

quite similar to that of the volume. The peak in 2014 

was MVR 166.6 million. The second highest for the 

analysis period was 34.8 mn in 2008.

4 
 

Figure 3: Annual market capitalisation 
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Figure 4: Annual market capitalisation

Market capitalisation
Market capitalisation is the total Market value of all 

shares of all companies listed in the stock exchange. 

A measly MVR 663 million in 2002 has expanded 25-

fold to MVR 17 billion at the end of 2020 (Figure 4). 

But this increase is not due to gains in market prices 

of shares of existing companies; rather it is principally 

due to the entry of new companies into the market. 

This is indicated in Figure 4 by the orange-coloured 

bars. 

In 2007, MTDC was listed in the second quarter with 

an additional capitalisation to the market of MVR 

534.3 million at the end of that year. Total market 

capitalisation at the end of that year was MVR 2.7 

billion. Two more companies were listed in 2012, 

both in the first quarter. One of them, Dhiraagu added 

MVR 6 billion and the other, Amana Takaful MVR 40.5 

million at the end of that year, and the year-end total 

market capitalisation was MVR 7.7 billion. In 2017, two 

additional stocks were listed, Centurion (first quarter) 

adding MVR 214 million and Ooredoo Maldives (third 

quarter) MVR 5 billion at the end of that year. Total 

capitalisation of the market at the end of that year 

was MVR 17 billion. In 2019, Maldives Islamic Bank 

entered the market in the third quarter, adding MVR 

877.5 million taking the total market capitalisation 

at the end of that year to MVR 17 billion. At the end 

of 2020, total market capitalisation remained little 

changed at MVR 17 billion (USD 1.1 billion, equivalent 

to 29.4pc of 2020 GDP). For comparison, the total 

market capitalisation of Colombo Stock Exchange 

at the time of writing was SLR 3.4 trillion (USD 17.2 

billion, equivalent to 20.5pc of 2019 GDP).
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Figure 4: Number of active trading days 

 

10

150

178

131

92

71

51

68 67 70

88
81

95
110

75

2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020

Source: MSE, 2021 

Figure 5: Number of active trading days

Active trading days and 
frequency
The number of active trading days and the frequency 

of trades each day reflect the level of intensity of 

trading and therefore may also be indicative of the 

level of liquidity of the market. Active trading days 

are not the same as trading days. A trading day is a 

day on which the market is open, whether a trading 

takes place or not. An active trading day is a day on 

which an active trading of a stock takes place. Figure 

5 shows the number of active trading days. The most 

number of active trading took place in 2008, and the 

least in 2006. It is difficult to see a consistent pattern 

of trading days from Figure 5. For the whole period 

analysed, the average number of active trading days 

is only 89 a year. A market is generally expected to 

actively trade for 240-250 days a year 6 
 

 

Figure 5:Trading frequency 
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Figure 6:Trading frequency

Frequency of trading on daily basis is similarly 

irregular and does not appear to show a pattern. This 

is depicted in Figure 6. 

A higher frequency of daily trading activities is 

preferred by traders, dealers, and investors since it 

gives them more opportunities to trade on a given day 

as stocks move up or down in their market prices. 

An active market, therefore, is more attractive to 

investors, especially to short-term profit seekers, 

but also to those who invest in stocks to hold for 

dividends. 

Figure 7: Annual frequency of trading
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Figure 7 sheds more light on frequency of trading. 

It shows the total annual number of trades. 2007 

and 2008 appear outliers with 926 and 1,591 trades 

respectively. 

Excluding these two years, average trades per year 

for the rest of the years is 166. Based on the average 

of 89 active trading days per year for the analysis 

period, it works out to be just 1.9 trades per active 

day. 

A more precise analysis could have been possible 

if not for the way data is made available. While it is 

possible to identify weekends and assume that no 

trading takes during weekends, it is cumbersome for 

an analyst to go through nearly two decades of data 

date-by-date to identify public holidays.

Assessment and 
conclusion
This analysis deliberately excluded the examination 

of the performance of individual stocks. That must be 

for later or for others. This article only analysed the 

institutional performance of MSE in whole. The idea 

was to shed some light on market activities or lack 

of them, so that more thoughts could be expended 

on addressing the weak areas through further study, 

policy action and promotional activities at all levels.

Trading of Maldivian stocks has been open to the 

market for nearly two decades. The analysis above, 

however, showed that trading is few and far between, 

and therefore liquidity of the market is extremely 

thin. As a matter of opinion, this may be described 

as under performance among other factors that 

contribute to it. 

... trading is few and far between, and 
therefore liquidity is extremely thin. …

Market capitalisation, … compares quite 
well with the market capitalisation of the 

Colombo Stock Exchange ….

Market capitalisation, on the other hand, appears to 

be quite encouraging for a market of the size that 

MSE has. As shown above, it was MVR 17 billion 

at the end of 2020, equivalent to over 29pc of the 

GDP, which compares quite well with the market 

capitalisation of the Colombo Stock Exchange which 

was equivalent to about 21pc of Sri Lanka’s GDP at 

the time of writing. 

For MSE to be made a major financial sector institution, 

much remains to be done, including at regulatory and 

development policy level, at institutional level at MSE, 

at corporate level of the stock companies as well as 

dealership level. The anecdote at the beginning of this 

article also highlights the need for C-suite executives 

and board directors attention on market activities. 

Unfortunately, the government’s Strategic Action Plan 
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(2019-2023) does not have any strategies for the development of this important part of the financial sector. 

Given the status quo, one may be forgiven for thinking that MSE is stunted rather than growing.

The author thanks Ibrahim Athif Shakoor and Mohamed Ahmed, 
both erstwhile CEOs of PLCs, for their comments on this article.
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