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Abstract
In the Maldives, due to the high pressure to earn more because of the high living costs, the
people are in need of investment opportunities and stock market seems to be a very

appropriate choice. However, there are very limited or no investments opportunities available

in the Maldivian Stock Exchange.

It is believed that the capital market of the Maldives has a lot of potential to grow and
develop and among that a significant part is the stock market. The stock market of the
country is under-developed and the main reason for this is the unwillingness of the private

companies to go public even though there is the potential and capability.

This research attempts to find out the factors which hold back the companies in the Maldives
from going public and looks into ways by which they could be encouraged and persuaded to

go public.

INTI International University (2014) Page 1 0f 92



- s

Acknowledgement
Alhamdulillah! To be finally able to complete and finish something you have started is a joy.
The successful completion of this thesis is due to the efforts of a number of people and it
would not be fully complete without thanking the very special people who have helped me to

attain my goal.

I offer my sincere appreciation for the learning opportunities provided by INTI International

me to become competent.

At this juncture 1 feel deeply honoured in expressing my sincere thanks to Professor Dato
Ibrahim Ahmad Bajunid for making me a better person. The blessing, help and guidance

|
|
|
University and the insightful lecturers who has enlightened me with knowledge and guided
given by him shall carry me a long way in the journey of life on which I am about to embark. ‘

I take this opportunity to express my profound gratitude and deep regards to my supervisor
Ms. Nor Syarmilla Mokhtar for her exemplary guidance, monitoring and constant

encouragement throughout the course of this thesis.

[ am grateful to everyone; my colleagues and friends, who helped me in collecting the

primary data.

Lastly, but not the least, I cannot express enough thanks to my parents and family for their
continued support and love which has given me the strength to pursue my dreams and to face

every challenge with confidence.

INTI International University (2014) Page 2 0f 92

el e e e



Declaration by the author

[ hereby declare that this thesis is my own work and effort and that it has not been submitted
anywhere for any award. Where other sources of information have been used, they have been
duly acknowledged.

Name: Safha Hawwa

b -
Signature: %f/ o
-

Date: 27" August 2014

INTT International University (2014) Page 3 0f 92




LIST OF TABLES

BRI Research Dexign Blueprinf .coiissummmsimissssimmmsmpsaspsmus s 38
Table 2: Summary of the Questionnaire SECtion A ...........ccooiiviiiiiiiiiierieesee e 45
Table 3: Summary of the Questionnaire Section B, (1)........cccccoiviiiiiiiiiiiiiiniesee 46
i ble 1 Summary of the Questionnaire Section B, (i) ...cwcemmiiinimninssssassssiss 48
Table 5: Convergent ReHability ........cccooviiiiiiiiiiiiiiiiiie s 51
liable 6: Demographic profile of the TeSPONAENtS ...c.covurivimmoisiimmsymmsssaisesisssssssararsmassinsenss 53
Table 7: Reliability 0f the CONStIUCES......ociiiiiiiiiiiii e 55
IR i ot = COBBIIICE COLTELAtIONE wssvirmsnommsmsn s o s s vas i sHass 95 Eo 053 REAS b a e e 55
LIST OF FIGURES
Bittre 1: The business life CYCIE........ccceeerieiviisiiisissssiosiemsnrisnrsnsssessessenssessasssasaessesssssenssasasns 21
Figure 2: Research FramewWork ........c.ccooiuioiirieoioieeie et 36
Figure 4: Results 0f MOdel teSHNE ... ..c.o.erurieririieieieeie ettt 56

INTI International University (2014) Page 4 0f 92




LIST OF APPENDICES
Appeﬂdix A: Compiled information from Financial Statements of the Listed Companies.....73
Appendix B: Table for Determining Sample Size............coocvvninininiiniiniiieieees 74
Appendix C: Formula to Calculate Sample Size...........cccooiiiiiiiiiii, 75
Appendix D: GDP and GDP growth rate of the Maldives.............cccccoviiviiiiicinnincnnnene. 75
Appendix E: Sample of the Questionnaire............c.oooviieiiiiiiii 76
Eeendix F: SPSS Output for Descriptive: Analysis ......cussemsmmsimmmimsmmmsirsismirome 78
Appendix G: Project LOg .......cooiuiiiiiiiiiii e 79
ERstiix H: Ethics Approval FOIM . o mmmmmntmimmamitismmminmsrssssessmmaonsssssnranesnssrases 85
Etichix 1: Letter Confirming Studenitship.........ouumvorvossmssessecssimssasssssassmsonssensossspssssssross 86
Appendix J: Initial Research Project Proposal (IRPP) ........cooovvviiiiieoiiiiciccecee 87
BB K- Turn-it-in.Originality REPOrt. ...ccusvisivsimsssmmsssimpmsssivessissssssns ssssssins 90

INTT International University (2014) Page 5 0f 92




ABBREVIATIONS

AVE: Average Variance Analysis

CEO: Chief Executive Officer

CFO: Chief Financial Office

CMDA: Capital Market Development Authority
GDP: Gross Domestic Product

IPO: Initial Public Offering

MIRA: Maldives Inland Revenue Authority
MSE: Maldives Stock Exchange

MVR: Maldivian Rufiyaa

NPV: Net Present Value

PLS: Partial Least Square

SEM: Structural Equation Modelling

SPSS: Statistical Package for the Social Sciences
US: United States

USD: United States Dollar

INTI International University (2014)

Page 6 0 92




Table of Contents

IR = .. s m s o T s U5 T SR R S T SRS SR R S 1
BRIV (B ABEINIEIIL .o.v50ivssmmssssasmossssassans o sy bos s omene s ST TS AU 4R B e ammenn s e s mens AR R RS BRRRS 2
Declaration by the author ... ... 3
LT e U ———— 4
T (G S SIS — 4
A DD NI CIELS <o covemvenmmmmsssmomsmsstmsn svias a0 b S0 STosr o7 G300 94 anss A mamn s Ams A A0 SRS AT RS A YRR 5
ABBREVIATIONS ....covooveereeeeee e e e e ee e eesesseesseesseeeseeeeseees s s e e s s s s s s e 6
CHAPTER 1: INTRODUCTION.. ..ottt 10
BRI Tapter OVEIVEEW ..o vrimrvsmsvissnisisssvissonssinmmssis smsasmisissts s simsssn v sunsossvassnsemnimans 10
BERE R OEOUNG O SEUAY. ;5o i s s e asr i skt sssssnssssmns sessnnass pasassansnanane 10
1.2 Problem Statement ..........c.ooiuiiiiiiiiiii e 13
1.3 Research QUESLIONS .. ...coiuiiiiiiiiieii ettt e e seeaae e e naeeenns 14
IR carch DBettiveS. ..o s ssssmum s s T T S ER VS S S s 14 '
B 10 11 THE ST ocosisuniuarsmvsnssnns oo o iohess vesiss s saaions FHRmssweasassmperssssmmsans e s e ssanmess 14 |
1.5 ASSUIMIPEIOTIS ©.vvvvvieeeeeieeeeiiiiesteseeeeeseessnseeeeeeeeeeeesseeeesaataeseeeee s e tensaeeeeaeeeeesesseneneneeeees 15
1.6 Significance 0f the StUAY........ccoviveieriiri e 15
R T B S S 17
EERRER 2 LITERATURE REVIEW ..ocoisiosisisessivsssessassiasisimssmsiisinssisssssnssisssssnssnnasennes 19
2000 Chapter OVEIVIEW .......cveeverreeerersersesiessssisssossesersessessesnesnessssmsssssssessossossssansensessssanes 19 |
2.1 Intentions t0 O PUBLIC.......uiveeiee ittt e 19 i
2.1.1 Initial PUBC OFFETINES ... ..oovvieeieiieiet ettt et et ee e enens 20 |
TR M yrins ooty O OO 20
£ 2.1 The Business Life Cytle......uwsms samsisssmsnismmmnssmsssmssmssmssmsssnsssonsssssnssssassomsans 20
2.2.2 The Pecking Order TREOTY .....vecrereeieeeirseseesiiieeeseseteeeee et es s see s eesessee s 22
2.3 GOING PUBIC DECISION. ...+t eeeeee et e e e e e s 24
2.3.1 DECISION-MAKINE ........vvvveerieseeeseseesiesseseistees st s sttt 26
2.3.2 Bad market/industry CONAItIONS ....uuuseresssssssorssssissssssenesnsnenssensrmsnsnenssesssesessassses 27
2.3.3 Avoid ownership dilItONS ..........coovivreveereeiteeseeeee e, 28
2.3.4 Disclosing information to ComPetitors ..........cc.cvvivovrriiieieeeeieiseees e 29
2.3.5 Already having enough capital............ocooviiiieiiiisie e 29
2.3.6 COSES/TEES OFTPO........c.coeeeeeeereeeecsseaste et st ene e e eeneseaeseseneeeeeeesenenesneenenns 30
2.3.7 Risk 0f BEING ACQUITEA ........ovoveeroeeececeeeceeee et 31

INTI International Universit 2014) 7 "
v WE 0002838

TAN SRI ABDUL MAJID LIBRARY




2.3 Hypothesis DEVEIOPIMENE. ...oiiiiiiiiiiie et 32

o T By st L e 10 ORI —— 35
B GaTih P rattieviirit. oo sesmsms s t0esos s s s s S P9 P o AR5 36
BREDICr 3: MEthOUOIOBY ....oovneveviinsicassnissssissstsistisesiis s ssn s ssssssnsssrmssersssesnaes 37
3.0 Chapter OVEIVIEW .....c.oiiiiiiiiisiieises ettt s 37
B Ccarch Design OutlNe ..occummmmsmmsarmeessmmissssseesissisasssnisssss iome ssvinys s s risispivss 37
B )T TUSEETIIOSII < cocc onn savnnominsn pum sumsns s Rams vu i boses Sos orvaan S s o S B A S 39
T BN 110 1= 510 5 720} o KPR RPPRR 39
3.2 Research Sampling Method .........ccoviiiiiiiiiiiiii e 39
B APl nE FEERNIUE .usvvsimrassssssssomomvimvassmsomese s ssss it SRS SR R R 40
R diki1le POPOLAION om0 o Tomass s i v S IS IR TR R b9 40
BVESample 5176 SEIECHION. .......c.occeiiomnissssissismssinmsiomsssnissansmanseesmessassnssanesmssasssssesasassass 41
3.2.4 SampPle SEIECHION.....ciiviiriei it e e e 41
3.2.5 UnNit OF AALYSIS ...veiiuiiiiiieeeeii ettt ettt e et ee e a s e s e e et e e saa e e enree e 42
R G allcotion Methot .. coumasimanismmemmsemsms o meessais s fiousss s s 42
e L e 42
3.3.2 Secondary data ...........ccociiiiiiiiiii e 43
3.2.3 QUESHIONNAITE AESIZIL ...vviuvieiiiiiiireieie et et e e e e e e e ereee s el
BN v ARAlySTs TeChRIQUE.. ..corssvississuinmsissinmcsan sisiniessissviertsssovssspbass nss popsvesnsirtss sosass 49
DRI COCIY ..o ovinasnmnios sosmammcionon Vom s s S ST A TR AR oA A A ASY 49
3.5.1 Validity and reliability TESt ........ocoiviiiriiiiiiiiieiece e 50
Chapter 4: Research FINAINGS.........c.cooveveviviieiiisieiesesiesieseseee s ses e een s 52
4.0 CRAPLET OVETVIEW .....veevieeeeeeeeeeeee et e e eee e e et e e s et e s eeeerereereereeeens 52
L 52
4.2 DESCIIPLIVE ANALYSIS .....v.oveeeeeeeieieisesss et eesse et et es s s eeeses s, 52
4.3 MEASUTEMENT MOAECL........eveeeeeeeeeees oottt ettt ettt ee e ee e 53
4.3.1 Internal Consistency ReHability ..........o.oevevrvererseiiceceeeeeeetetes e 33
L O A s s O 54
4.3.3 Discriminant Validity .........cocooeevreeveriirieeieresieeseeseee e, 54
44 SIUCEUTAL MOME] ...t 55
4.5 Hypotheses TN o memmmsimmsssseses s s S LT A S TR 57
Chapter 5: Discussion, Recommendation and Conclusion .................ccoocooovooeoeeereeeeeeeee. 59
5.0 CRADTET OVEIVIEW ..ot e ettt ettt e e 59

INTI International University (2014) Page 8 0f 92




.............................
.......................................

15,3 CONCIUSION......ovvreniscsiisisnsiniisasens ity

5.4 Personal Reflection ...,




CHAPTER 1: INTRODUCTION

1.0 Chapter Overview

The first chapter provides with an overview of the research. The research background is
provided from which the problem statement was identified. Based on this the research
questions and objectives were formed. Furthermore, the assumptions made in the research are
lighted. The significance of the research is identified, namely the academia, government

the industry followed by the limitations faced with in carrying out the research.

1.1 Background of Study

he Maldives, earning a high income is essential and the main reason for this is the high
1g cost. According to Maslow (1943) there are five sets of goals for every human being.
ong these, the first is physiological needs, which mainly consists of the most basic needs
nan beings like food, shelter, and water. As we have to pay a price for everything,
1s not free in nature, there is the demand for money. Hence, money is an essential part

lives as nobody can survive without fulfilling the very basic needs of life.

As humans, the more we earn the more we want to spend. As for the Maslow’s hierarchy of

needs, humans keep on moving up with their needs and demands as they accomplish. As a

result, the more we earn, the more we want. Thus, there is always the pressure to earn more.

~ In the Maldives, it is found that generally all the products are highly priced. Even the very

basic essentials is highly priced in comparison with other countries in the region like Hong

Kong, China, Taiwan and Malaysia (Guide, 2014). The main reason for this is the limited

fesources available in the country and the high dependence on imports (Earthcosts.com,

2008),
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ng the very highly priced products in the country are the housing facilities or apartments.
Housing being a basic need, everyone has a demand for this product. In the Maldives, one-
of the population reside in Male’, the capital city of the country, mainly due to the
under-provision of necessary facilities in other parts of the country. This creates a high

and for the apartments in the city where there is a low supply due to geographical

In comparison with other places in the world, the household accommodation of Male’ is
ered to be higher (Xpatulator.com, 2014). Male’ is considered to be the most congested

in the world and the rents often meet with that of London or New York
ynisaurus.com, 2014). For a one-bedroom apartment, on average it costs around MVRI11,
(approximately USD 746) while it costs MVR 22,333.33 (approximately USD 1448)
for Ia' three-bedroom apartment (Numbeo.com, 2014). In contrast to this, the average
able income of the country is MVR 9,666.67 (approximately USD 627) ranging from
6,500 to MVR 12,500. That is approximately between USD 421 to USD 810. This
' shows that the disposable income of the Maldivians is not enough to meet with the
ities and the expenditure requirements. Hence, mainly due to the high living cost in the
try (MyTravelCost.com, 2014; Kish.in, 2008) and the high rental rates

veeru.com.mv, 2014; Department of National Planning, 2014), the Maldivians are in need

more income. This pressures the Maldivians to do a second job which has its numerous

backs.

.
. Given the above circumstances, investments tend to be one of the best options available for
the Maldivians. The main interest of investment in the country is in the tourism sector, and
the biggest portion of the Gross Domestic Product (GDP) is contributed by earnings made by
the tourism industry. Tourism contributes 28% of the GDP (ADB, 2014) followed by fishing

AL _demundi.com, 2014). However, the investment in the tourism industry is highly costly as
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of the investments are to develop resorts or hotels, and it is impossible for the normal
izens of Maldives to afford such kinds of huge investments. For instance, in a recently
vertised offer to invest in a resort, an initial payment of USD3.5 million has to be paid to
ure the investment in addition to the annual rent of USD2.3 million (GV Marketing

ices, 2013). Such large amounts cannot be afforded by a normal citizen.

 the other hand, most of the investments in the tourism industry are made by foreign
rs due to high encouragement and persuasion by the Maldivian government. It is
sidered by the government that such investments are crucial for the development of the
y and to create job opportunities (Maldiveshighcommission.org, 2014). As a result, it is
ult for the Maldivians to get their share in the tourism sector investments. Hence, for the
said reasons, Maldivians are in a state in which alternative investment methods have to

ed, which are less costly and easier to invest.

| a situation, investment in the stock market or the financial market seems to be a very

not very expensive. On average the prices of the stocks in the MSE (Maldivian Stock

ge) are MVR152.98 with MVR2 being the lowest and MVR400 being the highest
1 in the appendix A). Hence, most of the people could afford to do investments in

ks and earn income in the form of dividends or capital gains.

general, when most of the people hear the word “investment,” the perception is formed
it is a very huge thing involving a lot of money, expertise and experience. However,
ording to Kennon (2014), this 'is not the case and investing in stocks is one of the easiest
most profitable ways to grow money over a long-term. Stock market investments do not

need much of an expertise or knowledge, just knowing how it operates and information about

—

the company (o invest in is enough (Jamaica-gleaner.com, 2013). As investments in stocks

1

L// \

N
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-re it would be a source of income even after retirement or when you get old and no longer

work (Jamaica-gleaner.com, 2013).

oroblem Statement

1 the above circumstances of the country, although investing in stocks tends to be a great
n, in the Maldives the problem is that there are very few companies listed in the stock
nge. There are only 6 public companies in the country, and this does not provide much
ce or opportunity for the people to invest their money in (Mse.com.mv, 2014). So,

ugh the people might want to invest their money in stocks, they do not have the

tunity and the capital market of the country is under-developed.

of this, all the companies (except one Sri Lankan company) have at least more than
rnment ownership (Cmda.gov.mv, 2014). This limits the amount of shares, which is

le for the public.

there is the need for more companies to go public so that more investment
nities are available. To do this, it is important to find out why the private companies
are not willing to get listed even though they have the potential to go public so that those
s could be given considerations and necessary changes could be made in order to
ade more companies to go public, thus giving more opportunities for the investors. Very
research has been carried out in the Maldives for the subject matter, although there are

literatures available for other countries in which such researches have already been carried
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1.3 Research Questions
From the above background and problem statement, the following question was raised for the
research.

. Why are the private companies in the Maldives not going public and issuing

shares to the general public, although they have the potential to do so? What are

the reasons or factors for this?

Based on the findings for the above questions the second objective of the research was to
find out how these companies could be persuaded to go public and the following question

was formed.

. How could these companies be encouraged and persuaded to go public?

1.4 Research Objectives

The main objectives of the research would be to find out the factors which influence the |
private companies of the Maldives to stay private rather than going public and to find out

ways in which those companies could be encouraged to go public based on the findings.
RO1: To examine the factors which influence the Maldivian companies to stay private.

RO2: To examine ways in which the private companies could be encouraged to go public.

L5 Scope of the Study

The main objective of the research is to find out the factors which influence the private
Companies in the Maldives to stay private rather than going public even though they have the

Potential to go public. Finding these factors would help the respective agencies and
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