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I. Background

General Assembly resolution 67/221 of 21 Decemh&t22requests the Committee for
Development Policy (CDP) to monitor the developmenmugress of countries that graduated
from least developed country (LDC) category. Thenitwing is to be conducted, in
consultation with the Governments of those cousiram a yearly basis for a period of three
years after graduation becomes effective, andrtigdly thereafter, as a complement to two
triennial reviews of the category of least devetbpeuntries. CDP has also been requested to
include its findings in its annual report to theoBomic and Social Council (ECOSOC). In
this regard, by increasing the frequency of therpg and including graduated countries in
the monitoring exercise, resolution 67/221 streegtha similar provision contained in
resolution 59/209 of 20 December 2004 which, amotfwer things, requested CDP to
monitor graduated country’s development progresa asmplement of the triennial review
and with the assistance and support of relevarrozgtions.

Guidelines on how such progress is to be monitavece first outlined in th2008 CDP
Report to the Councif. The procedures relating to the reporting requiremef graduated
(together with graduating) countries were furthiaritied in the 2013 CDP Report to the
ECOSOC?which was endorsed by Council resolution E/RES/220.325 October 2013).
The chief objective of the monitoring provisionts identify any signs of reversal in the
development progress of the graduated country amy them to the attention of the
ECOSOC.

Monitoring time line

Maldives graduated from the LDC category on 1 Jan@811, on the basis of its high GNI
per capita and human asset index (see the tabi@He.first CDP monitoring report was
prepared as a complement of the triennial revietheflist of LDCs in 2012 and submitted to
the ECOSOC in that year, in accordance to resolufi®/209. No monitoring report was

! See paragraphs 34 and 35 in Committee for Devedopiolicy (2008)Report on the tenth session (17-20
March 2008), Economic and Social Council, Official RecordsQ20Supplement No. 13.

2 Committee for Development Policy (2018eport on the fifteenth session (18-22 March 2013), Economic and
Social Council, Official Records, 2013, Supplement No. 13, chapter V.

3 For history of the country’s graduation, see CR®1@), “Monitoring of graduated countries from trategory
of lease developed countries: Maldives”, a repoesented at the CDP Expert Group Meeting on Rewvieilve
List of LDCs, 16-17 January.



submitted in 2013, as resolution 67/221 was adopftt the CDP plenary meeting in that
year. The current report is the second overalltieifirst (and last) annual report prepared in
response to the request in the GA resolution 67/2&lLbsequently, monitoring reports will

be submitted to the Council as a complement taria review in 2015 and 2018.

Table 1: Time line for monitoring reports: Maldives

Event Relevant GA resolution
January 2011 Country graduated 60/33 of Januarg 200
March 2012 Report submitted as a complementto | Requested by 59/209 and
triennial review 65/286
December 2013 Current reporting system introduced esoRition 67/221 adopted
March 2014 Annual monitoring report to be submitted Requested by 67/221
March 2015 Monitoring report to be submitted as a | Requested by 67/221
complement to triennial review
March 2018 Monitoring report to be submitted as a | Requested by 67/221
complement to triennial review
Source: CDP Secretariat.

I1. Monitoring development progress of the Maldives since graduation

As mentioned above, most of updated informatiord uisehe triennial review of the LDC list
is not available for this monitoring review. Thiigsi not possible to evaluate current position
of Maldives’ HAI and EVI scores in relation to oth@eveloping countries, as reported in the
first monitoring report on the country in 2012. wkver, a set of available macroeconomic
and trade data as well as a few of the indicatoas ¢comprise HAl and EVI could help the
CDP assess any sign of reversal of progress achafter graduation.

Recent macroeconomic devel opments

Since the last monitoring report in March 2012, ¢bentry experienced economic slowdown
in 2012, owing to the weak economic performanc&\Viestern Europe, the main source of
tourism revenues for the country (see table 2).il&\the number of tourist arrivals increased
by 3 per cent in 2012, the average duration of d&fined, resulting in lower occupancy rate.
Nonetheless, the economy continued to grow in 2@l&it slowly, due to the improved
performance of the fishing industry and the manwii@eg sector. In 2013, the tourism and
transport industries benefitted from a large inseem tourist arrivals from China, pushing
real GDP growth rate to 3.7 per cent in 2013. Twernment forecast that the economy
will grow by 4.5 per cent in 2014, due to contirgiistrong performance of the tourism and
transport industries and a recovery of the constmcindustry? Inflation in Male, the

* See Maldives Monetary AuthoritfMonthly Economic Review, Vol. VII, No. 12 (December 2013).
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capital city of the country, subdued to 4 per denR013, a significant improvement over
11.3 and 10.5 per cent experienced in 2011 and, 284gectively.

Maldives continues to face twin deficits in thecisand external fronts. In 2012, current
account deficits widened due to the weak perforraaiche tourism industry as mentioned
above. The balance of services is estimated te improved in 2013, owing to the recovery
of the tourism industry, which accounted for aboutper cent of total exports of goods and
services. Imports of goods (such as food itemsple@im products and transport equipment),
however, are expected to increase in 2014, thuziskeg downward pressure on the current
account balance. As of November 2013, foreign vesewere sufficient to cover 2.3 months
of imports compared to 2.7 months at the end ofL201d 2.4 months at the end of 2012. On
the fiscal front, the government deficit as peragetof GDP improved significantly in 2011
as a result of various new revenue measures impleaewith IMF assistance since 2009.
The fiscal deficit worsened in 2012, reflecting Eawevenues from goods and services tax
(GST) and import duty as a result of the slow eooieayrowth in that year. The

Government estimates that tax revenues from GSbasithess profit tax have increased and
fiscal deficits have been reduced to 4.7 per ce@®P in 2013. While the revenue
measures have secured a wider tax base, it is stilbllenge for the Government to maintain
fiscal sustainability because government currepearlitures are expected to continue to
grow in order to keep the current levels of heahid education status.

Developments related to indicatorsin the LDC criteria

As mentioned before, updated information on theete set of indicators that constitute
the LDC criteria is not available. Thus, it is patssible to assess socio-economic
development of Maldives in terms of the LDC crigeait this time. Table 2 shows updated
information on GNI per capita and available HAlddaVI- related indicators. GNI per
capita was almost 5 times as high as the incondugtan threshold in 2012 ($1,190), while
it declined by $50 in 2013.Three out of four HAI components (adult literaeye is not
available) appear to have improved over time. Wthese latest values of the three
components are applied to HAI calculations, HAI Ydoloe 98.9, compared to 91.7 as
reported in the 2012 CDP Report. The value is altive the HAI graduation threshold in
2012 (66) and places Maldives amongst developingtries with highest HAI scores.

® Maldives Monetary Authority (2014), Monthly Staits 2014, available at
http://www.mma.gov.mv/Monthly%20Statistics/jan14.pd
®In its consultations with the CDP Secretariat, @@vernment of Maldives indicated that per-capiteome

estimates by international organizations are likelye inflated, as they do not include an estichdi@0,000
expatriate workers living in the country. Instettby employ the domestic population reported endénsus. It
further noted that the fact that per-capita incasn@bove a certain threshold level does not sudggmstcapable
a country is in dealing with redistribution of inoe to fight against poverty.



Table 2: Maldives: Socio-economic indicators, 2Q024
2007 2008 2009 2010 2011 2012/ 2013 b/ 2014 b/

GDP growth rate (%, constant price in local 10.6 12.2 36 71 6. 1.8 37 45

currency) ' ) ) ' T )

Gross disbursement of ODA (Millions of 38.2 315 48.2 1261 49.6 70lo Hia /a

dollars)

Government revenue (millions of rufiyaa) 75712 @45 5734.8 6546.9 9904.6 101381 11735.8 15129.0

Government expenditure (millions of rufiyaa) | 82832 10176.0 109534 108151 12264.7 131100 3339164205

Government balance -712.0| -2719.5| -5218.6 -4268{2 -2360.1 -297L.9 71%% -1291.5
Government balance as % of GDP -3.6 -11.2 -20.5 -15.6 7% 9.p 47 -312

Balance of Payments (Millions of dollars) ¢/

Current Account -227.5 -610.2 -226(3 -189.5 -414.9-484.3 -469.3 -562.5
Goods, Credit (Exports) 227.0 331.4 169.0 197.5 346/4 314.4 37p.8 348.8
Goods, Debit (Imports) 1304.8| 1649.00 1081.7 12418 17283 1731.1  1898.6 22.20
Balance on Goods Lor7g| 13176| 9127 10443 1378l 14167 15258 3183
Services, Credit (Exports) 1576.9| 16429 1546.2 18146 2017.7 2044.6  2221.6 46.23
Services, Debit (Imports) 330.9 431.0 406.9 449.4 494/6 4935 541.4 608.9
Balance on services 1246.0 1211.9 1139.4 13652 1523.1 15511.1 1680.2 37.57|
Balance on Goods and Services 168.2| -105.7 226.7 320.9 144[2 134.4 154.4 104.2
Balance on income -239.2 -289.8 -272.4 -311.8 -358|7 -370.3 -34r.4 648
Balance on current transfers 4156.5| -2147| -180.§  -199.1  -200/4 2484  -276.3 018

Capital Account 46.1 51.2 29.8 9(3 0.2 9.1 r.7 n/a

Financial Account 2203| 1813 1733 1535 244 745 2448 hia
Direct investment (net) 132.4| 1813 158Q 2165  256/5 2840  30B.3 n/a
Portfolio investment (net) 3.3 11.4 -12.0 212.3 0.1 oL _ nla
Other investment (net) 84.6 -11.4 27.2 -50.8  -232p  -209|6 -58.5 h/a

Memorandum item:

Reserves 3085 2406 2614 350p 3349 3046  34p3 3750

LDC criteria indicator

GNI per capita ($, Atlas method) 4,040| 4870 5,050 5490 5870 5,750 h/a h/a

Gross secondary enrolment ratio (%) 93 101 nla n/a n/a n/a nla nfa

Under-five mortality rate (per 1,000 live births 19 16 15 13 12| 11 n/a

Prevalence of undernourishment (%) 10.1 8.7 7.7 6.5 5.4 5.4 nla nla

Sources: Department of National Planning,, Maldivésaldives Monetary Authority, World Bank, FAO akiNICEF.

Notes: a/ estimates. b/ projection. ¢/ Data oara# of payments have significantly revised dugata coverage issues in 2012.




Evidence of the high level of human capital assetl$so supported by the national statistics
provided by the Government of Maldives, even thoulgkir reported numbers do not
necessarily compatible with what the CDP employstfe identification of LDCs. For
example, percentage of population that is undersloed was 6 per cent in 2013, the level
typically found among middle-income countries. aimf mortality rate was 9 per 1,000 live
births and under-five mortality 11 per 1,000 livieths for 2008 — 2012, levels equal to some
of upper middle-income countries. For the educatispect, status is equally high. Net
enrolment ratio in lower secondary schools incrédsem 37 per cent in 2000 to about 81
per cent in 2012 and the same ratio in higher stargnschools from 1.3 per cent to 19.3 per
cent over the same period.

The CDP Secretariat has updated a few of the EMtators and has preliminary estimates
for 5 out of the 8 components of EVI in 2013. Witlese updates, the country’s EVI score
would be 53.8, compared to 55.2 as reported irR€i triennial review. Lower EVI scores
indicate lower structural economic vulnerability.hus, the country has reduced its
vulnerability marginally, but the improvement stéaves the country well below the EVI
graduation threshold of 32 thus indicating the igégace of the country’s vulnerability to
economic and natural shocks, owing to a narrow stréal base and limited scope for the
expansion of the agricultural sector. The devamtabrought by the 2004 Indian Ocean
tsunami to the country is still fresh in the coytgmemory. In all, on the basis of available
information, it is possible to argue that there aoesigns of deterioration in HAI and GNI,
the two criteria that made possible for the cougtgduate from the LDC category. There is
a slight improvement in the country’s EVI, but Maleks continues to experience high
economic vulnerability. In its consultations wittetCDP Secretariat, the country highlighted
that a great deal of its vulnerability is relatedts geographic and physical characteristics as
a SIDS. These characteristics manifest in the densble impact of environmental disasters
on a country that is low lying and largely depertden tourism and fisheries, which are
dependent on natural environment. Development indiMes is constrained by all these
factors like other small island states. The monetatue of physical damages caused by the
Indian Ocean Tsunami is estimated to be around 62%@DP. Comparatively, in the other
tsunami-affected countries that are not SIDS, #¢mabe was much more localized, and not
felt nationwide, a stark contrast to what Maldieaperienced.

[11. Smooth transition from the LDC category

General Assembly resolution 67/221, paragraph 2@tels the Government of graduating
countries, after graduation becomes effective, tovide concise annual reports on the
implementation of the smooth transition strategydgeriod of three years, and triennially
thereafter, as a complement to the two trienniaieres of the list of LDCs carried out the
CDP (see table 1 above). Maldives facilitatedakiension and gradual phasing out of LDC-
specific measures for graduated countries and agliye in drafting and adopting the above-
mentioned GA resolution. However, the country it {@ participate in the monitoring
exercise. Thus, this section was drafted basedformation available from other sources.



Maldives has been concerned with impacts of graglmarom the LDC category in the
following areas: (i) loss of preferential marketass made possible by LDC specific special
and differential treatment provisions under WTO/GAT(ii) loss of other preferential
treatment in WTO legal texts; (iii) possible deelinn official development assistance,
including development financing and technical cogtion; and (iv) loss of other forms of
special support measures given to LDCs, such as dbssupport for travel expenses to
participate in international meetings (including Ub&neral Assembly). Accordingly, the
country embarked in developing a comprehensiveegfyaaiming at three levels:

(A) International: informing partners about the ntiy’'s concerns regarding graduation,
making its voice heard in several internationabfand engaging donors and development
partners in the process through a series of focacamsultative meetings. For example, in
March 20, 2010 the Government hosted a Donors’ morin which it stated several
challenges the country faced: macroeconomic resiring, reforms of the public sectors and
increasing socio-economic vulnerability largely diweclimate change. Additionally, there
has been noticeable active engagement by the gouminegotiating and/or exploring the
possibility of special provisions within the smuaillnerable economies (SVE) framework at
the WTO, particularly in agriculture and non-aghiatal market access, as well as for the
small island developing states (SIDS) frameworkhimitthe UN system, including
sponsoring ECOSOC resolutions requesting CDP viewshow to enhance existing UN
initiatives for SIDS. The country has also beertrimaental, as mentioned above, during the
negotiations on the strengthening smooth transifioovisions as contained in General
Assembly resolution A/67/221.

(B) National: developing specific plans which dett strategic decisions with a view to
mitigate anticipated negative impacts and establiska coordination mechanism. This
included putting in place mechanisms (for examglstaining fiscal expenditure in education
and health, introduction of new social protectichesmes targeting social vulnerabilities) to
ensure progress achieved were sustained as wealewsloping long-term strategies to
address structural issues. Towards this end, thatgohas formulated a 10 year National
Economic Diversification Strategy plan in Augustl30and developed sectoral master plans
for key sectors including tourism and maritime sort.

(C) Agency level: identifying action focal pointorf implementation, follow-up and
monitoring of key impact areas as well as reaclingand getting various stakeholders on
board®

 Statement by Mr. Ahmed Sareer, Permanent Repadganbdf the Maldives to the United Nations, theléwe-
up to the Fourth United Nations Conference on LBasieloped Countries, New York, 21 October 2013.

& See Ministry of Economic Development, Republidviidives (2013). Maldives: Economic Diversification
Strategy, Male, Maldives: Ministry of Economic Déygment, available at
http://www.trade.gov.mv/downloads/aaaaaaaaaaaa 7D Ivislf.

° Maldives Experience: Presentation by Ms. SaeedarU@voordinator, National Implementation Unit faFE
and Aid for Trade, Maldives Ministry of Economic B®opment at the Asia-Pacific Regional Workshop on
Graduation Strategies, 4-6 December 2013, Siem,R&mpbodia. Available from
http://www.unescap.org/pdd/calendar/CSN-LDC-SienfRea
Dec2013/Presentations/Session%20V/4%29%20Maldives¥%20Umah.pdf
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As a result of these actions, Maldives succeedeseauring the extension of a few LDC-
specific support measures as follows:

The European Union granted Maldives an extensio® péars duty-free, quota-free
access to the EU area under the Everything-But-AlEiA) Initiative until the end
of 2013. During 2014, the country enjoys the staddSSP preference, with duties
on its tuna exports as high as 18.5 to 22 per cRegulation (EU) No.1421/2013 (30
October 2013) further established that, since Maklihas been classified as an
upper-middle income country for 3 consecutive ydgrthe World Bank, it will cease
to benefit from the GSP preferences altogethehatend of 2014. The country will
then face equal or even higher duties than the @8, depending on its export
basket to the EU market. The EU market has beemjarrdestination of Maldives’
tuna exports, accounting for about 40 per cenbtal ttuna exports (in value terms)
from the country in 2011° Meanwhile, the country has applied to join another
preferential scheme offered by the EU, (the GSBt) the schemes required, among
other things, that the country removed its resémaatto the International Covenant
on Civil and Political Rights and Convention on riation of all Forms of
Discrimination against Womeh. In particular, the former stipulates, in its elei 18,
the freedom of religion for everyone, while artidl® (b) of the Constitution of the
Republic of the Maldives states that “[n]o law aany to any tenet of Islam shall be
enacted in the Maldives.” Due to this constitusibprovision, Maldives opted to
withdraw its application to GSP+, instead.

The UN Assembly adopted resolution 65/286, extemdiavel-related benefits for a
period of at most 3 years, which ended last yelfaldives was instrumental in
negotiating and ensuring the extension of the hienef

The country continued to have full access to tradpacity building through the
Enhanced Integrated Framework Program until thearn2D13. It will continue to
have access to project financing on a case-bytuasie for an additional 2 years until
end of 2015. Maldives played an instrumental rolenégotiating the extension for
recently graduated LDCs.

The country prepared a National Adaptation Progranoh Action (NAPA) and

submitted to UNFCCC in March 2008 while it waslstih LDC. Currently, a project
entitled “Increasing climate change resilience ddldiives through adaptation in the
tourism sector”, which was approved under Leastdlmped Country Fund (LDCF)
by the Global Environment Facility (GEF), is undeplementation. According the
information provided by UNFCCC, the country canesscto fund available at LDCF
for the continued implementation of this projeétfter this project is completed, the

9 Based on Commodity Trade Statistics. It shoulddted that total tuna exports of Maldives werenested
by the sum of tune imports by importing countriesti Maldives and may differ from the total expogported
by the Government of Maldives.

1 Statement by Mr. Sarea. cit.



Fund will be no longer available to Maldives, thbugther funds under the GEF will
be accessible.

Some of the above LDC-specific support measures fst been phased out or undergone
changes at the end of 2013 and it is too earlhiatrhoment to assess any impacts of these
changes. Maldives, however, as a developing cpustentitled to receive financial and
technical assistance from the international domenrounity and also to continue to benefit
from special provisions for small island countrié®m international conventions or
programmes, such as Convention on Biodiversity @habal Climate Change Alliance as
well as at World Bank (small island exception ie ihternational development association
(IDA) window)

Japan is a noticeable exception among Maldivesbndgvelopment and trade partners as it
did not extend duty-free, quota-free access dfeicountry’s graduation: Japan applied MFN
tariff rate of 3.5 per cent to its tuna importsnrdvaldives starting in July 2011. Japan has
been a minor importer of tuna from Maldives, acdounfor about 3 per cent of total tuna
exports from Maldives in 201%f. Figure 1 shows Japan’s imports of tuna from Maddlifor
the period 2008 — 2013. Tuna imports to Japaiirgetin 2012, but significantly increased
in 2013. These fluctuations reflect annual vaoiadiin tuna output and changes in unit prices
of various types of tun&. Thus far, no visible impacts of the higher tadff tuna imports
from Maldives have been observed in Japan.

Maldives has been concerned that its tuna industry,of the largest employers of the county,
may collapse due to the loss of preferential acdessleveloped countries’ markets,
particularly in the EU markéf,as it is one of the major destinations of the ¢y tuna
exports:> As seen above, the country lost the duty-fre@tayiree access to EU market at
the end of 2013 and information on the impact afhsohange is not yet available in early
2014. In addition, tuna production has been ondideine in the long run, due to stocks
depletion as a result of overfishing, and it hasobee a major threat to the tuna industry of
the country. Thus the CDP will need to monitor filieire developments on tuna exports from
Maldives.

12 5ee footnote 6.

13 Maldives Monetary Authority (2013)Annual Economic Review 2012. To address the environmental concern,
the country now employs sustainable fishing prastic

14 See, for example, Permanent Mission of the ReputfiMaldives to the United Nations (2000),
“Memorandum containing observations and commente@fsovernment of the Republic of Maldives on the
recommendation by the Committee for Developmentpadb graduate the Maldives from the list of LDCs”
(July), para. 15.

!5 The other major export markets are Thailand, &rika and India.
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Figure 1: Fish imports of Japan from Maldives, 2008-2013
(Millions of yen)
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Source: DESA, based on Ministry of Finance, Trade Stasstof Japan, available at
http://www.customs.go.jp.

ODA flow (disbursement base) to the country dedit® $49.6 million in 2011 from $126.3
million in 2010 (see table 2), but this was duethie completion of major infrastructure
projects, such as port infrastructure and sewagtess. In 2012, ODA flows increased in
nominal terms. Historically, health, education anétastructure have attracted relatively
large shares of ODA. Upon the graduation of Maddifrom the LDC category, EU and
Japan — two major donors — announced their plans-threct their aid more into climate-
change related areas, such as construction of edlev@nergy systems, wetland and drainage
management, ecotourism and community rainwatereséing. But they did not suggest any
reductions of total ODA allocated to Maldives. fatt, according to a survey conducted by
the CDP Secretariat in 2010, several bilateral dostated that LDC status of a recipient is
just one of the criteria that they employ when diexg aid allocation among countries and the
graduation would not change their policy stanceat@s the country. It should be noted that
while the graduation is not expected to lead taal/decline in ODA to Maldives in the near
future, the aid that was previously used to supplenthe Government’s budget and
contribute towards basic health and education prawiin remote islands declined as aid
flows are now directed towards climate-change eelatreas. To fill the slack, the
Government needs to increase the expenditure doeafomestic Government budget.

In this regard, the Government is concerned that rédirecting ODA towards building
climate resiliency and mitigation and adaptationaswges could deplete fiscal resources
available for health and education, and thus cbalke adversely impacts on the two areas
that are key for achieving inclusive and sustaieapbwth.



V. Conclusions

Overall, no sign of significant reversal in socmromic development of Maldives has been
so far observed since graduation in January 204d.important short-term concern is the
implications of the loss of the EBA status at timel ®f 2013. Furthermore, Maldives will
face even higher tariff rates in some fish prodficisn 2015 and on, if it does not qualify to
GSP+ status. For the long term, the Country iceored that shifting ODA flows to the area
of climate resiliency with high technical expertisentent -- such as renewable energy and
wetland and drainage management — may undermineusiinability of recent gains in
health and education outcomes. . The reallocadioaid flows away from the health and
education sectors reduces fiscal space for the iMeddat a time when more resources are
needed to make growth more inclusive and sustanabl

Despite economic slowdown due to the recessiorhénHuro zone in 2012, the country
continues to maintain its GNI per capita well abake 2012 graduation threshold and its
high levels of health and education status — coraptznof the HAI. Though there have been
no natural calamity reported, a level of EVI iselik to continue to be high due to the export
structure of the country, a high portion of lowngiareas in country’s total land, and its small
population size on EVI. Besides tackling its stauat vulnerabilities, the country needs to
address continuing twin deficits in fiscal and eumtr accounts. At the fiscal front, higher
level of GST and business profits taxes contributethe narrowing of the deficits, but the
Government needs to continue its efforts to corduwient expenditure while maintaining the
provision of basic services. As mentioned earligis will be a challenge for the
Government because of the phasing out of aid flmvhe health and education sectors by
traditional donors, while maintaining and improvingon the supply of public services in
these sectors throughout the country. Accordinthéo Government, basic services are still
not available in all islands. To reduce currentoaect deficits, address the economic
vulnerability and the weak institutional infrasttue, the international community needs to
strengthen and increase its assistance to the rgotmtsupport economic diversification,
institutional capacity building and increased tiesite.
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