
Free Trade Agreement with China Would Significantly
Reduce Government Revenue, Finds New Study by Baani
Centre

September 7, 2023 - An economic analysis of the China-Maldives Free Trade Agreement
(FTA), passed through parliament during former President Abdulla Yameen’s administration, has
found that the FTA would lead to a significant reduction in Maldivian government import duty.

The “Economic Analysis of the China-Maldives Free Trade Agreement” study, released today by
the Baani Centre for International Policy, a Maldives-based think tank, takes a macroeconomic
dive into the FTA, to assess the agreement’s potential impact if it were ever implemented.

The China-Maldives FTA was passed by the People’s Majlis amidst great controversy in
November 2017 by the then ruling Progressive Party of Maldives (PPM), as part of the previous
administration’s foreign policy tilt towards China. However, the FTA was never ratified, nor was
enabling legislation passed by parliament. President Solih’s administration, which assumed
office in 2018, chose not to move forward with it.

The FTA was especially controversial because the 1000+ page document was passed by the
Majlis in just one hour, during an emergency sitting of parliament. The parliamentary committee
tasked with reviewing the document approved it in 10 minutes. Just 30 MPs voted in favour of
the agreement. Most MPs and government officials have never seen the FTA. Baani reviewed a
copy of the still unpublished FTA for this study.

With the presidential election fast approaching, the FTA is once again relevant. Opposition
candidate Mohamed Muizz’s manifesto states that, if elected, he would activate the FTA with
China, ostensibly to boost Maldivian fish exports.

Reduced Government Revenue

According to the study, import duty accounts for nearly 14 percent of all government revenue.
Chinese import taxes amount to approximately 19 percent of all import tax. The study estimates
that the China-Maldives FTA would immediately lead to a loss of $41 million in tax revenue per
year – some 3% of all government revenue.

However, the study notes that this is a conservative estimate, and that the lost revenue would
likely be much higher given that the FTA not only eliminates tariffs from Chinese imports, but
also goods imported from other countries that are originally made in China.



As Chinese-made goods become cheaper because they are not subjected to import duty, a
‘substitution effect’ would occur, whereby consumers would opt for the cheaper Chinese goods
over those made in other countries. This would lead to further reductions in import duty for the
Government, over and above the immediate 3% drop.

Would Consumers Benefit from the FTA?

The study questions whether consumers would benefit from the FTA, regardless of the loss in
government revenue. Comparing data from pre-Covid vs. Covid months to determine how
import duty burdens are shared by tourists and locals, the study notes that nearly 50% of import
tax costs are actually passed on to tourists. However, it is unlikely that the reduction in import
taxes resulting from the FTA will significantly reduce the overall tourism prices and boost tourist
arivals, as other tourism related costs (labor, capital, etc) far outweigh savings from reduced
import duty.

Although there will be some benefit to local consumers from the FTA, given the absence of
information into the specific policies supporting the implementation of the FTA, it is yet difficult to
determine the extent of the net benefit of reduced tariffs that will be felt by local consumers.

Noting the lack of publicly available information regarding the FTA, the study calls for deeper
analysis and review of such trade agreements, to determine the extent to which the larger
economy and consumers stand to benefit from such agreements.

NOTES TO EDITORS:

The full report can be downloaded at baanicentre.org/research/.

The Baani Centre for International Policy is a think tank based in the Maldives that provides a
perspective on international issues from the viewpoint of small island states. For more
information on the Baani Centre for International Policy, please visit: www.baanicentre.org
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 ނިބާ ށްމަކަނެދާންގެވެދުމަ ނީދަމްއާ ބޭލި ށްތަލައުދަ ކުއެއާ ޓްންމަރީގްއެ ޑްރޭޓް ރީފް ނާއިޗަ

 ފިއިކައްދަ ންކުއަސާރާދި ދިހެ ންއި ރޓަންސެ

 

 ާނިއަޗ ިރުކްސާފ ްނުހީލިޖަމ 	ެގްނުތިޔްއަރ ިއަގުރާކުރަސ ްނިމާޔ اللهުދްބައ ްސީއަރ ެގީރުކ - 2023 ،7ު ރަބްމެޓްޕެސ
 ްށައެޖްއާރިހެވިދ ްނުބަބަސ ެގޭއީޓްފެއ ިމ ް،ނުކައާސާރިދ ީދާޞިތްޤިއ ެގ ޭ)އީޓްފެއ( ްޓްނެމީރްގެއ ްޑޭރްޓ ީރްފ ްސްވިޑްލޯމ

 	ެ.ވެއިފިއަކްއަދ ްށަމަކ ެނާވުދަމ ީނަދްމާއ ޭބިލ ްށަތަލުއަދ ެ،ވްށަދ ްނުނަތުޑޮބ ީޓުއިޑ ްޓޯޕްމިއ ޭބިލ

 

 ީކައާސާރިދ "ްޓްނަމީރްގެއ ްޑޭރްޓ ީރްފ ްސްވިޑްލޯމ - ާނިއަޗ ަދ ްފޮއ ްސިސިލަނެއ ްކިމޮނޮކިއ" ޭވެރެނ ުދައިމ

 ާވިއަފްށޮކުރާޔްއަތ ްނިއ ީސިލޮޕ ްލަނަޝޭނަޓްނިއ ރޮފ ރަޓްނެސ ިނާބ ާވިއަގުމަކ ްއެކްނޭޓ ްކްނިތ ެގޭޖްއާރިހެވިދ

 ްށަމުތަގެނެދ ުރަސައ ެނާރުކ ްށަދާޞިތްޤިއ ެގޭޖްއާރ ަމަނިފިއަށަފ ްނަރުކުލަމައ ްށައ ޭއީޓްފެއ ިއަގުޓޯޕިރ ިމ ެ.ވެކެއާސާރިދ

 			ެ.ވެއަލާގްނިހ ުރަޒަނ ްށައޭއީޓްފެއ ިއަގްއެއްލެވެލ ްކިމޮނޮކިއޯރްކެމ

 

 ިލްއުކ ްނުހީލިޖަމ ްތޮއ ީޓިރޯޖެމ ެގ ްމެއީ.ޕީ.ޕ ުހަމ ުރަބްމެވޮނ ެގުރަހައ ަނަވ 2017 	ޭ އީޓްފެއ ްސްވިޑްލޯމ - ާނިއަޗ

 ޭއީޓްފެއ ިމ ެ.ވެށޮކިނަދ ްނުމަރުކުޅާފ ްއަތްނުވުޑޮބްނަކ ިތެޑޮބ ްނުކަތްތާރަފ ުޅޮކިދިއ ެގުރޭއ 	ީރުކްސާފ ްށަކަތޮގ
 ެގުމުނިދ ްނަކްސިއ ްށައ ާނިއަޗ 	ިއަގުތަސާޔިސ ީޖިރާޚ ެގުރާކުރަސ ެގްނީމާޔ ްސީއަރ ީއަޔިދްނެގިވެރުކްސާފ
 ިވިނެދުރާބ ާވްނުނޭބ ްށައެއ ިދައ .ެވެށޮކުނ ުގީދްސަތ ީނަވ ޭއީޓްފެއ ްނުރާކުރަސ ެގުރޭއ ްސެވަމަނ 	ެ.ވެންނިއެރެތ
 ްނެގިއަޑަވ ްށަމަކިރެވ ިއަގ 2018ް ނުރާކުރަސެ ގްހިލޯސް ސީއަރ 	.ެވެއަދަހަނ 	ްސެވްއަތުދިއަވަޤ ިއާނޫނާޤ ްނެހިނެހެއ

 	ެ.ވެއަފާލާސްއަޖުޑަމ ީނަވ ްނުޔިދ ްށައިރުކ ްނެގިއާތަކްއަސަމ ެގޭއީޓްފެއ ިމ

 

 ެގްއެރިއިޑނަގ ެމްނެއ ެގްއެއާސްލަޖ ިލްއުކ ެގުހީލިޖަމ ޭއީޓްފެއ ްސްވިޑްލޯމ ާނިއަޗ ުގިދ ްއެރުވ ްށައާހުފަސ ްސާހްއެއ

 ިރުކާސާރިދ ްޓްނަމީރްގެއ ިމ ްނުރުތިއ ެގީމ ެ.ވެއަޔިދްނެގިދެފުއ ްއެކަތްނުވުތާފަތުލާޔިހ ިތެޑޮބ ްނުމުރުކްސާފ ިއަގޭރެތ

 30 ީވްއެދ ުޓޯވ ްށޮކުދިއާތ ްށަމުވްސަބްއެއ ިމ ެ.ވެޓެނިމ 10 ެމްނެއ ީރުކަދޭހ ްށަމަކެއ ްނީޓިމޮކ ެގުހީލިޖަމ

 ެ.ވެއިނެފުނ ީތޮއ ްޓްނަމީރްގެއ ިމ ްށަންނިރެވްސިއ ެގުރާކުރަސ ިއާށަންނުރަބްމެމ ަނިގ ެގުހީލިޖަމ ިދައ 	ެ.ވެންނުރަބްމެމ
 	ެ.ވެއަފްށޮކާސާރިދ ްށަމުރުކުރާޔްއަތ ްޓޯޕިރ ިމ ީނަވ ްނިއިނާބ ްއެއ ީޕޮކ ެގޭއީޓްފެއ ިމ ާވުނިއަފްށޮކުމްނާއ ްށަނަތާހިމ ިދައ

 

 ުޅޮކިދިއ ްނުތޮގ ިމ ެ.ވެންނުމެވެކެދ ްނުލައ ީނަދ ަކާހަވ ެގޭއީޓްފެއ ްށަކަރަވ ާދްނުމަވްތާގ ުބާހިތްނިއ ީސާޔިރ ެގުރަހައ ިމ

 ަދަގުރަވ ްނުރުކ ްޓޯޕްސްކެއ ްސަމ ެގޭޖްއާރ ަމަަ◌ނެޖްއެވ ުބާޔިމާކ ުބާހިތްނިއ ީނަވ ުޒްއިއުމ ުދަމްއަހުމ .ރޑ ުޓޭޑިޑނެކ

 	ެ.ވެއަފެނުބ ްށަމަކ ެނާރުކުޒީފްނަތ ޭއީޓްފެއ ިއަކަޓްށަމުރުކ

 



 
 	ްށަށަދީ ނަދްމާއެ ގުރާކުރަސ
 

 ްށައެޖްއާރ ެ.ވެންނީޓުއިޑ ްޓޯޕްމިއ ީނެބިލ ްޓްނެސަޕ 14 ެގީނަދްމާއ ަލްމުޖ 	ެގުރާކުރަސ ިއަގުތޮގާކްއަދ ްނިއާސާރިދ ިމ

 ޭއީޓްފެއ ްސްޗިޑްލޯމ ާނިއަޗ ްނުމަކްނެހެއ ެ.ވެއީޓުއިޑ ޭބިލ ްނުލަދުމ ާރުކެރެތެއ ްނިއާނިއަޗ ީކަޓްނެސަޕ 19 ެގީޓުއިޑ ޭބިލ

 ެ.ވެއެރުކާޒާދްނައ ްނުޓޯޕިރ ްށަމަކެނާދްނެގިޓްއުހ ްނުބިލ ީނަދްމާއ ެގުރަލޮޑ ްނައިލިމ 41 ްނުބާސިހ ާށަފ ްނަރުކުޒީފްނަތ

 	ެ.ވެޓްނެސަޕ 3 ެގީނަދްމާއ ަލްމުޖ ެގުރާކުރަސ ީއިމ

 

 ާގަނ ްނުލަދުމ ާރުކެރެތެއ ްނިއާނިއަޗ ާދީސ ްނުބަބަސ ެގޭއީޓްފެއ ،ިއާށަމަކ ްއެއާޒާދްނައ ްވިޓޭވަޒްނޮކ ީއިމް ސެވަމަނ

 ްނާލާވުއ ީޓުއިޑ ްސެވ ްނުލަދުމ ާވިއަފާދްއަފުއ ިއަގާނިއަޗ ާރުކެރެތެއ ްނުގަމ ެގުކަތުމުއަގ ްނެހެއ ް،ނުރުތިއ ެގީޓުއިޑ

 	.ެވެއ ެވިއަފްށޮކަގަހާފ ިއަގާސާރިދ ްށަމަކ ެނާވުޑޮބ ާމ ީނަދްމާއ ޭލްއެގ ީ،ތާވިއަފިހެޖަމަހ

 

 ްނުބަބަސ ެގުމުވ ޮޔެހުގައ ިތެކަތ ާރުކެރެތެއ ްނިއާނިއަޗ ްއެރުވްށަލަދުމ ާރުކެރެތެއ ްނުކަތުމުއަޤ ްނެހެއ ްނުރުތިއ ެގީމ

 ިއަގާސާރިދ 	ިމް ށަމަކާ ވްނެގީށަކެއް ނުރުކުރާޔިތްޙިއި ތެކަތާ ނިއަޗް ނުމްނާއ ި،ދެފުއް އެއ ް'ޓްކެފެއް ނަޝުއިޓިޓްސްބަސ'
 ީނަދްމައ ޭލްއެގ ްށަރާކުރަސ ެވުދަމ ްސެވީޓުއިޑ ާގަނ ްނުލަދުމ ެގުކަތުމުއަގ ްނެހިނެހެއ ްނުމުވްނެހިމ ެ.ވެއަފްށޮކަގަހާފ ީނަވ

 	ެ.ވެއެވްނެގީށަކެއ ްނުވުޑޮބ ްއެރުވ ްށަޓްނެސަޕ 3

 

 	؟ަތެނާވްއެއާދިއަފ ްށަންނުރަމުއިސްނޮކ ްނުބަބަސ ެގޭއީޓްފެއ
 

 ެ.ވެއަފާލަބ ީނަވ ޯތޭވްއެއާދިއަފ ްނުބަބަސ ެގޭއީޓްފެއ ްށަންނުރަމުއިސްނޮކ ްނުރުތިއ ެގީނަދްމާއ ެގުރާކުރަސ ިއަގާސާރިދ ިމ

 ިއަޔިކާޅައ ާޓޭޑ ްސްމަޓްސަކ 	ެގުރަވްސަވުދ ްޑިވޮކ ިދައ ާޓޭޑ ްސްމަޓްސަކ ެގީރުކ ެގުމަކުޑަމިލަބ ްޑިވޮކ 	ް،ނުތޮގިމ
ި އާންނިރެވުރުތަފ ި،އަލަބް ށަކަތުތާފަތަ ންނައް ށައީޓުއިޑު ޓޯޕްމިއި އަގްއެރަވްސަވުދަ ންނާން ނިރެވުރުތަފް ށައެޖްއާރ
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