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Introduction
The Maldives, an archipelago of over a thousand islands scattered across the
turquoise waters of the Indian Ocean, is often celebrated for its idyllic landscapes and
luxurious resorts. Yet beyond the picturesque beaches and thriving marine life lies a
dynamic and evolving business environment that offers unique opportunities—and
challenges—for determined entrepreneurs. While the world recognizes the Maldives as
a premier destination for leisure and relaxation, it is also a country in transition,
actively reshaping its economy, regulatory frameworks, and investment climate to
attract local and foreign entrepreneurs.

This book, "Doing Business in Maldives: A Comprehensive Guide for Prospective
Entrepreneurs," is designed to address the distinct realities of setting up and running a
business in this island nation. Unlike generic business guides, this resource delves
deeply into the country’s specific legislative environment, cultural nuances, and
economic structures, ensuring that readers gain practical insights attuned to the
Maldivian context. Whether you are an aspiring investor, a startup founder, or an
established business leader considering market entry, this book provides you with the
necessary guidance and up-to-date information required to make informed decisions.

The Maldivian economy is heavily reliant on tourism and fisheries, sectors that
represent both its greatest strengths and most significant vulnerabilities. The
government’s ongoing efforts to diversify beyond these traditional pillars offer new
avenues for investment in fields such as fintech, renewable energy, education, health,
and infrastructure. However, these opportunities exist alongside formidable
challenges, including environmental vulnerabilities, logistical complexities of operating
across dispersed islands, and navigating regulatory requirements that reflect both
local priorities and international best practices.

Success in Maldives demands more than capital or a good business idea: it requires an
understanding of the legal framework for foreign investment, which has seen
significant updates with the recent enactment of the new Foreign Investment Act. It
also necessitates respect for a unique business culture shaped by Islamic values,
robust relationship-building, and adaptive strategies in the face of a relatively small
but competitive market. Entrepreneurs must be prepared to address issues such as
local employment requirements, access to finance, evolving tax regimes, and
compliance with labor laws and environmental standards.

Throughout these pages, you will find critical information on setting up business
entities, navigating the tax system, securing permits, accessing the banking system,
and building your venture in alignment with the country’s growth trajectory. The aim is
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to empower you with clarity, practical advice, and actionable strategies—not just to
enter the market, but to thrive and contribute to the sustainable prosperity of the
Maldives.

As you embark on your entrepreneurial journey in the Maldives, let this
comprehensive guide illuminate the path forward, equipping you to seize the
abundant opportunities, overcome challenges, and ultimately shape a meaningful
presence in one of the world’s most captivating island economies.
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CHAPTER ONE: The Maldivian Economic Landscape:
An Overview
Welcome to the Maldives, economically speaking. Forget, for a moment, the overwater
bungalows and impossibly blue lagoons. To understand the business environment, one
must first grasp the fundamental economic realities of this unique archipelago nation.
Spread across nearly 90,000 square kilometers of the Indian Ocean, yet with a
landmass smaller than many modest cities, the Maldives presents an economic
landscape shaped profoundly by its geography: over 1,190 coral islands grouped into
26 natural atolls, with only around 188 inhabited. This scattered nature dictates much
of its economic structure, its logistical challenges, and its development path.

The Maldivian economy is best described as a mixed one, heavily skewed towards the
service sector, primarily driven by tourism. For decades, this industry has been the
engine of growth, the primary source of foreign exchange, and a major employer.
Alongside tourism sits the fisheries sector, the traditional lifeblood of the islands and
still a vital contributor, particularly in terms of exports and employment in the atolls.
Beyond these twin pillars, other sectors like construction, transportation,
communication, and wholesale and retail trade play supporting roles, often linked
directly or indirectly to the performance of tourism. Manufacturing is limited, focused
mainly on boat building, fish processing, and handicrafts, while agriculture's
contribution is constrained by the scarcity of arable land.

This economic structure didn't materialize overnight. Historically, the Maldives was a
nation reliant on fishing, shipping, and the export of coir rope and cowrie shells. The
economic narrative began a dramatic shift in the early 1970s with the carefully
managed introduction of tourism. The government initially adopted a "one island, one
resort" policy, leasing uninhabited islands for development. This strategy aimed to
maximize economic benefits while minimizing social and environmental disruption on
inhabited islands. This conscious policy choice laid the foundation for the high-end,
exclusive tourism model the Maldives is famous for today and fundamentally reshaped
its economic trajectory from subsistence to service-driven prosperity.

Looking at macroeconomic performance, the Maldives has experienced impressive
growth over the past few decades, largely mirroring the expansion of its tourism
sector. However, this reliance also makes the economy exceptionally vulnerable to
external shocks. Global recessions, geopolitical instability, health crises like the
COVID-19 pandemic, and even regional environmental events can have an immediate
and significant impact on tourist arrivals, sending ripples throughout the entire
economy. Consequently, GDP growth figures often exhibit considerable volatility.
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Inflation, while generally managed, is heavily influenced by the cost of imported
goods, particularly food and fuel, reflecting the nation's high import dependency.
Foreign exchange earnings are overwhelmingly generated by tourism receipts,
followed by fish exports, making the management of foreign reserves a critical aspect
of economic policy.

Tourism is, without doubt, the glittering centerpiece of the Maldivian economy. It
directly and indirectly accounts for a substantial portion of the Gross Domestic Product
(GDP) – often cited as over two-thirds when indirect contributions are factored in – and
is the largest source of foreign currency. The industry employs a significant share of
the workforce, both directly in resorts and guesthouses, and indirectly in supporting
services like transportation (think seaplanes and speedboats), construction, and retail.
The evolution from the initial "one island, one resort" model to include guesthouses on
local islands has broadened the industry's reach and economic impact, although the
luxury resort segment remains dominant.

Fisheries, while overshadowed by tourism in GDP terms, remains fundamentally
important. It's the second-largest source of export earnings, with tuna being the star
product, processed and exported primarily to Europe and Asia. For many communities
in the atolls, fishing isn't just a job; it's a way of life and the primary economic activity.
The sector provides crucial employment outside the main tourist hubs and contributes
to food security. The sustainability of fish stocks, particularly tuna, is therefore not just
an environmental concern but a critical economic one. The government actively
promotes sustainable fishing practices, such as pole-and-line fishing, which
differentiates Maldivian tuna in the international market.

Beyond these giants, other sectors contribute to the economic fabric. Construction
booms and busts often follow tourism investment cycles and government
infrastructure projects. Transportation and communication are vital for connecting the
dispersed islands, supporting both tourism logistics and daily life; significant
investments have gone into developing regional airports, harbors, and
telecommunication networks. Wholesale and retail trade caters to both the local
population and the tourism industry. The financial services sector, though small and
dominated by a few key players, facilitates economic activity. While less prominent,
these sectors are essential cogs in the machine, their health often linked to the
performance of the primary industries.

Recognizing the vulnerabilities associated with heavy reliance on tourism and
fisheries, successive Maldivian governments have championed economic
diversification as a key policy objective. The aim is to build resilience, create new
growth avenues, and generate broader employment opportunities. Strategic plans
often highlight potential in areas like renewable energy (given the abundant
sunshine), information and communication technology (ICT) and fintech,
transshipment and logistics (leveraging the country's location), aquaculture, higher
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education, and specialized health services. Attracting foreign investment into these
nascent sectors is a core part of this strategy, often promoted through specific policies
and incentives which will be explored in later chapters.

The role of the state in the Maldivian economy is significant. Several key industries
feature prominent State-Owned Enterprises (SOEs), involved in areas such as utilities
(power, water), telecommunications, transport (including the national airline and ferry
services), fuel supply, and housing development. While the government encourages
private sector growth, these SOEs often play a dominant role in their respective
markets. Managing the performance and financial health of these entities is a
recurring theme in economic policy discussions, balancing public service obligations
with commercial efficiency.

The fiscal landscape of the Maldives is characterized by a relatively narrow revenue
base, heavily reliant on tourism-related taxes (like the Tourism Goods and Services
Tax - TGST) and import duties. Income tax was introduced relatively recently, in 2020,
broadening the tax base somewhat. On the expenditure side, significant outlays are
directed towards large-scale infrastructure projects – airports, bridges, land
reclamation, harbor development – essential for connectivity and supporting economic
activity across the islands. Social spending on health, education, and subsidies also
constitutes a major part of the budget. This dynamic, coupled with ambitious
development goals and vulnerability to economic shocks, has led to persistent fiscal
deficits and a rising level of public debt, which is frequently highlighted by
international financial institutions as a key economic challenge.

The monetary environment operates under the purview of the Maldives Monetary
Authority (MMA), the country's central bank. The national currency is the Maldivian
Rufiyaa (MVR). A key feature of the monetary system is the exchange rate peg of the
Rufiyaa to the US Dollar, maintained within a narrow band. This peg provides a degree
of exchange rate stability, crucial for an economy so reliant on international trade and
tourism. However, managing this peg, particularly ensuring adequate foreign
exchange reserves to defend it, is a constant task for the MMA, especially given the
economy's dependence on external inflows and significant import bill. The availability
and management of foreign exchange remain critical factors for businesses operating
in the Maldives.

The labor market presents its own unique characteristics. The Maldivian population is
relatively young, but challenges exist in matching skills with available jobs, leading to
pockets of unemployment, particularly among youth. A significant feature of the
workforce is the high reliance on expatriate labor, not just for unskilled roles but also
in technical and managerial positions across various sectors, especially tourism and
construction. While government policies aim to promote local employment
('Maldivianization'), the demand for foreign workers remains substantial.
Understanding labor dynamics, including wage levels, skills availability, and
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regulations surrounding foreign workers (detailed later), is crucial for any business
venture.

Economic activity and development are not evenly distributed across the archipelago.
There is a marked contrast between the Greater Malé region – comprising the capital
city Malé, the airport island Hulhulé, and the reclaimed urban island Hulhumalé – and
the outer atolls. Malé is the densely populated administrative, commercial, and
logistical hub, concentrating much of the country's non-tourism economic activity. The
atolls, while home to most resorts and fishing communities, often face challenges
related to infrastructure, connectivity, access to services, and fewer diverse economic
opportunities. This geographical disparity influences business location decisions,
logistics planning, and potential market reach.

In terms of international trade, the Maldives is deeply integrated into the global
economy, but primarily as an importer. It relies heavily on imports for nearly
everything – food staples, consumer goods, construction materials, machinery, and
fuel. Key import partners typically include countries like the UAE, Singapore, India,
China, Sri Lanka, and Malaysia. Exports, as mentioned, are dominated by fish
products, with tourism services being the major invisible export. This trade structure
results in a persistent trade deficit in goods, offset by the surplus in services
generated by tourism. Consequently, the Maldivian economy is highly sensitive to
global commodity price fluctuations and the economic health of its main tourist source
markets, predominantly in Europe and Asia.

Understanding the Maldivian economic landscape also means acknowledging its
inherent vulnerabilities. The most obvious is the susceptibility to global tourism trends
and external shocks. Beyond that, the nation faces profound existential threats from
climate change and rising sea levels, which directly endanger its land, infrastructure,
and the very ecosystems that support tourism and fisheries. Coastal erosion, coral
bleaching, and changing weather patterns are not abstract future risks but present-
day challenges with tangible economic consequences. Furthermore, the reliance on
imports creates vulnerability to supply chain disruptions and price shocks, while the
high level of public debt constrains fiscal policy space.

In essence, the Maldivian economic landscape is a fascinating blend of opportunity
and constraint. The established tourism sector offers proven potential, while
government initiatives actively encourage diversification into new areas. However,
entrepreneurs must navigate the logistical realities of an island nation, the
sensitivities of an economy reliant on external factors, significant environmental
challenges, and a distinct regulatory and fiscal environment. The following chapters
will delve deeper into the specifics of navigating this landscape, from understanding
key sectors and investment laws to managing finances and human resources. But this
broad overview provides the essential context: a small island developing state
leveraging its unique assets while striving for greater resilience and sustainable
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growth.
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