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|. Background

General Assembly resolutions 59/209 of 20 Decer2bé4 and 65/286 of 28 June
2011 request the Committee for Development PolRiyR) to monitor the
development progress of countries that have graddabm least developed country
(LDC) status, as a complement to its triennialeevof the list of LDCs, and to report
its findings to the Economic and Social Council E&OC)*

Guidelines on monitoring were established by thd*@Dd reported on its 2008
report to the Councfl. The chief objective of the monitoring provisianto identify
any signs of reversal in the development progrésiseograduated country and bring
them to the attention of the ECOSOC.

Maldives has graduated from the LDC category oariudry 2011. Graduation
became effective after a longer than usual tramsjieriod.

The CDP found the country met the graduation catier two successive triennial
reviews of the list of the LDCs (2001 and 2004 lom basis of its high GNI per
capita and human asset index (HAI) and recommetigedountry’s graduation to the
Council in 2004. The recommendation was endorgetid Council (resolution
E/2004/67) and taken note of by General AssembliRES/59/2010). Graduation
was originally scheduled to take place 3 years #fiee adoption of the GA resolution,
on 20 December 2007. However, following the devastacaused by the Indian
Ocean tsunami of 26 December 2004, the Assembligei@to defer the

U This note, presented at the expert group meetidamuary 2012, has been updated to reflect recent
developments in the country.

! See paragraph 12 in General Assembly resolutit208%nd paragraph 5 in GA resolution in 65/286.
% See paragraphs 34 and 35 in Committee for Devedopiolicy,Report on the tenth session (17-20
March 2008), Economic and Social Council, Official RecordsQ20Supplement No. 13, 2008.
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commencement of the three year period precedindugtaon to 1 January 2008
(A/RES/60/33), thus pushing the country’s graduatim1 January 2013L.

Il. Monitoring development progress of the Maldivessince
graduation

As indicated above, the country has recently grestbifrom the LDC category and, in
view of time lags in the production of pertinentajanformation and analysis derived
thereof, the conclusions presented here shoutshsidered as preliminary and not
necessarily indicative of future trends. In paiaée, recent political developmetns
taking place in in Male, the capital island of twuntry could have adverse impacts
on the country’s short-term growth prospects.

The present monitoring includes updated informatised in 2012 triennial review of
the LDC list (see table 1). However, it is worthing that data on most of the
indicators that compose the criteria are availapléo 2010 the latest, and as such, do
not capture trends that occurred after graduatioh danuary 2011. Only a handful
set of macroeconomic and trade data are availabtectin be used to assess any sign
of reversal of progress achieved after graduater Eection below).

Maldives and the LDC criteria

Table 1 indicates that the average GNI per capitéhie period 2008-2010 was
$5,473 — almost five times as much as the incoradugtion threshold. In fact, the
gap between the country’s income and the gradu#ti@shold widened since the last
triennial review when the country’s per capita imswas about 3.7 times higher than
the graduation threshold. The country is classifie@ high middle-income country

by the World Bank.

The HAI remains high at 92 and far above the gradodhreshold of 66 established
for the 2012 triennial review. Compared to 130aleping countries, Maldives has
the 32th highest HAI score. Additionally, Maldivieas met 5 out of the 8 MDGs
ahead of the 2015 deadline, elevating the count§outh Asia’s only MDG

country? These achievements reflect the implementatiorifetgve policies, support
by the international community and the strong cotnrant to social development by
the Government. At the same time, progress isngtédded in terms of achieving the
MDGs on gender equality and women’s empowermeiadt,easuring environmental
sustainability’

® For additional details see CDP Secretariat, “It@gnof countries’ arguments against
recommendations by the Committee for Developmesmfihg and the Committee for Development
Policy (CDP), regarding the inclusion to, or gratituafrom, the list of least developed countries”
(CDPO8/EGM/06), January 2008. See also UNCTAD BNESCAP, “Towards a “smooth transition”
strategy in anticipation of Maldives’ loss of Le&stveloped Country (LDC) status: Advisory note to
the Government of Maldives by UNCTAD and UNESCARed@mber 2009.

* See Department of National Planning, Ministry ofsfice and Treasuriy)illennium Devel opment
Goals: Maldives Country Report 2010, Department of National Planning, Male, Maldive810. The
goals achieve are; eradicating poverty, universalgry education, reducing child mortality,
improving maternal health and combating HIV/AIDSlaria and other diseases.

® The MDG 8 refers to global partnership and, igéapart, requests donors and trade partners of
developing countries to strengthen aid and tragp@t measures for developing countries.



Structural economic vulnerability continues to behallenge for the country as
indicated by the country’s high economic vulner&pihdex (EVI). Maldives has the
the eleventh highest EVI among a group of 130 agrel countries, largely on
account of the country’s high exposure to shockstduhe small size of its
population (320 thousand), the share of populdiamg in low elevated costal zones
(100 per cent) and high export concentration.

Information on the variables used to construckioth indices above, however, are
only available at most up to 2010 and thus do apture developments of socio-
economic conditions since graduation. But, givenrelatively positive
macroeconomic performance and absence of a majgeerus shock in 2011, these
indices are unlikely to have changed during the pear.

Table 1. Maldives: GNI per capita, EVI and HAI, 2006, 2009 and 2012 triennial reviews

2006 | 2009 | 2012
GNI per capita ($)
Graduation threshold 900 1,086 1,190
Maldives' GNI per capita 3,130 4,007 5,473
Highest GNI per capita 3,393 8,957 15,090
Lowest GNI per capita 90 100 153
Maldives' ranking (highest to lowest score) in the review group (65
countries in 2006, 60 countries in 2009 and 2012) 2nd 2nd 2nd
Human Asset Index (HAI)
Graduation threshold 64 65 66
Maldives' HAI 81.9 87.5 92
Highest HAI 91 92 93
Lowest HAI 5 9 1
Maldives' ranking (highest to lowest score) in review group (65
countries in 2006, 60 countries in 2009 and 2012) 5th 4th 2nd
Economic Vulnerability Index (EVI)
Graduation threshold 38 34 32
Maldives' EVI &/ 51 58 55
Highest EVI &/ 92 75 82
Lowest EVI a/ 19 17 21
Maldives' ranking (highest to lowest score) in the review group (65
countries in 2006, 60 countries in 2009 and 2012) 26th 18th 11th
Note a/: The higher the EVI, the more economically vulnerable a country is.

Recent macroeconomic developments

Since the country was recommended for graduati@®@4, GDP has continued to
grow, despite two major exogenous shocks(see gbla December 2004, the
country was hit by a tsunami following the 2004i&mdOcean earthquake. The
tsunami left a total of 108 people dead and ab21@dD persons displaced. It also
caused property damage of about $400 million, oresd0 per cent of the GDP in
2004. GDP per capita contracted by 11.3 per ce@05. Subsequently, as a result
of the global financial crisis in 2008, fewer tmis visited the country negatively



impacting on the tourism industry -- the dominaattsr in the island econonfly.
After contracting by 4.7 per cent (in dollar ternrs009, the economy rebounded
strongly in 2010. It recorded a growth rate of 9e® cent, largely driven by tourism.

Not with standing the recent positive economic @eniance, the country is facing
twin deficits in the fiscal and external frontshelcurrent account deficit decreased
temporarily in 2009, as a result of the recessiotat year, bit widened since then. It
reached $463 million in 2010 (see table 2) andigrated to further worsen to $647
million in 2011, about 30 per cent of GDPThe increasing deficit reflects higher
global commodity prices as well as larger impornded, triggered by the economic
recovery in 2010, which offset the positive imptet rebound in tourism had on the
current account.

The fiscal deficit reached 23.3 per cent of GDR0OA9, largely due to expansionary
fiscal policies to support the depressed domestigahd but is expected to
subsequently fall to 12.8 per cent of GDP in 201 %iéw of the fiscal adjustment
measures, supported by the IFIF.he IMF programme calls for fiscal adjustments to
improve the country’s fiscal sustainability. It lndes tax reforms, cuts in wages of
public workers, increases in electricity tariffsdasubsidy cuts. The weakening of the
global economy in the second half of 2011 couldhierr worsen the country’ fiscal

and external positions, due to possible declingsunist arrivals and lower fiscal
revenues as a result of a slow down in economivites.’

® IMF, “Maldives: 2010 Article IV Consultation — StaReport; Staff Statement and Supplement;
Public Information Notice on the Executive Boarg@ission; and Statement by the Executive
Director for Maldives”, IMF Country Report No. 1B2, September 2011.

" Department of National Planning, Ministry of Fierand Treasury, Maldives at a Glance, May 2011,
available at http://planning.gov.mv/en/images/s®ipublications/mag/2011/MAG_May%202011.pdf.
8 IMF, “IMF Executive Board concludes 2010 Artic tonsultation with Maldives”, Public
Information Notice, No.11/26, 28 February 20114 p.UNESCAP already noted the precarious fiscal
situation as the most immediate challenge in p®rrieof 2009. See UNESCAP, “ESCAP mission to
the Republic of Maldives on issues relating to getbn from least developed country status (14-18
December 2008), 14 January 2009

° IMF,” Maldives: 2010 Article IV Consultation .. 8p. cit., p. 8. In its report, the Fund also expressed
its concerns about the delays in the implementaifdeey tax reforms and public employment
restructuring.



Table 2. Selected macroeconomic indicators 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011
GDP per capita at constant 2003 prices (dollars) 2687 2674 2979 3250 2882 3293 3441 3707 3583 3704 a/ 3855 b/
CURRENT ACCOUNT (millions of dollars) -59 -36 -31 -122 -273 -302 -438 -647 -419 -463
A. GOODS -236 -212 -262 -384 -494 -590 =737 -890 -682 -798
Credit 110 132 152 181 162 225 228 331 169 180
Debit -346 -345 -414 -565 -655 -815 -965 -1221 -851 -978
B. SERVICES 244 252 312 350 110 321 380 370 373 462
Credit 354 363 432 508 323 552 649 721 660 769
Debit -110 -111 -120 -157 -213 -231 -269 -351 -286 -306
C. INCOME -37 -35 -38 -35 -31 -41 -67 -64 -53 -60
D. CURRENT TRANSFERS -30 -40 -42 -54 142 8 -14 -63 -57 -67
Credit 20 11 13 8 211 91 91 65 59 43
General government 20 11 13 8 211 91 91 65 59 43
Debit -50 -50 -55 -61 -70 -83 -105 -128 -116 -110
General government
Other sectors -50 -50 -55 -61 -70 -83 -105 -128 -116 -110
Workers' remittances -50 -50 -55 -61 -70 -83 -105 -128 -116 -110
Trade (Millions of rufiyaa) c/ 2010/April May June July  August Sept. Oct. Nov. Dec. 2011/January Feb. March
Exports (f.0.b.) 71 74 97 75 66 55 107 79 129 228 139 92
Imports (c.i.f.) 1090 1238 1066 1222 1158 1287 1316 1109 1335 1316 1208 1394
Trade balance -1018 -1163 -969 -1147 -1092 -1232 -1210 -1030 -1206 -1089 -1069 -1302

Sources: Department of National Planning, Republic of Maldives, IMF and DESA.

Notes: a/ Estimates.

b/ Provisional.

c/ $1 = 15.7 Maldives rufiyaa in December 2011.




lll. Relations with development and trading partners

Loss of LDC status implies in an eventual phasiagad LDC-specific international
support to the Maldives, such as preferential ntaakeess priority in ODA allocation
and special eligibility for technical and financassistance.

In anticipation of the need to adjust to changedewelopment and trading partners’
support, s the UN Economic and Social Commissio\&a and the Pacific
(UNESCAP) and United nations Trade and Developr@emiference (UNCTAD)
recommended the Government of Maldives to ado@raét'smooth transition
policies” to avoid any possible disruption in i&svelopment progres8.in this regard,
the Maldives Donor Forum was held in 28-29 March@0n which the Government
of the country introduced the challenges it fages the measures it has taken to its
development partners. It also presented 5 priority development areas —
macroeconomic reform, public sector reform, sode@lelopment, governance and
climate change -- which require external resoutcensure positive outcomes.

The international community has adopted provistonshase out some LDC-specific
support measures in an orderly manner:

» At the Maldives initiative, the UN General Assemhblyopted resolution
A/65/L.66/Rev.1/Add.1, extending travel-related &#ts, if so requested by
the graduated country for a period appropriatééodevelopment situation of
the country but not exceeding 3 years.

* InJuly 2010, the Board of the Enhanced Integr&eanework (EIF)
established that graduated countries could havesado full Enhanced
Integrated Framework benefits for a period of thyrears and an additional
extension of two could be requested by the couhinder EIF, the Maldives
submitted a Tier 1 project proposal for approval arTier 2 project on the
partial privatization of the international airpartthe capital city and
development of the custom servicésSo far, the Board approved projects on
establishing a trade information system, upgradfiaddives’ the Advanced
System for Custom Date (ASYCUD), and supportingises negotiations in
the South Asian Association for Regional Cooperatind WTO"

» The European Union grants at least a 3-year exterdiduty-free, quota-free
access to the EU area under the Everything-But-Anitistive*®. Maldives
will therefore continue to have access to the Elketa at least until the end

19'See UNCTAD, “Securing a “smooth transition”: UNCIDAecommendations to the Government of
Maldives in anticipation of Maldives’ graduatioroin least developed country (LDC) status”, June
2009.

™ For detail, see donorconference2010.egov.mv/Iacsex.

12 Seehttp://ww.ehancedif.org/E@eb pages/Where we work/Maldives.html.

13 See http://www.enhancedif.org/EN%20web%20pagesrégheowe%20work/Maldives.htm.

14 «Article 12(7) of Regulation (EC) No 980/2005 pides for the withdrawal of a country from the
special arrangement for least developed countniben that country is excluded by the United Nations
from the list of least developed countries. Thaidd also provides for the establishment of a
transitional period of at least three years, tewddite any adverse effects which may be causebey t
removal of the tariff preferences granted undersgiecial arrangement for least developed couritries.
From COMMISSION REGULATION (EC) No 1547/2007

of 20 December 2007.




of 2013, which will allow the country to have a ¢rar period to adjust to the
eventual removal of preferential market access.

Japan is a noticeable exception to the trend efiok) smooth transition provisions. It
now applies the GSP tariff rate of 3.5 per cerut@ imports from Maldives, while
such imports used to enter the Japanese marketataziff rate'> However,
according to latest available data, exports ofMladdives to Japan do not seem to
have been adversely affected by the loss of LD@ista

Total ODA to Maldives reached $51 million in 20@®which $31 million was in
grants form. Japan and the EU were two largesbrdan 2009. Social infrastructure
has been attracting the largest share of total @Dvng the first decade of the new
millennium, except in 2005 when donors increasaeddnitarian aid after the tsunami
devastation (see figure 1).

According to the results of a survey conductedhiey@DP Secretariat, several official
donors stated they would not change their poliape vis a vis the country after its
graduation® Some donors indicated that changes introducétkin assistance to the
country would reflect the priorities of the smogthnsition strategy devised by the
Maldives. In the case of Japan, for instance, ORA heen focusing on social
infrastructure and social development (such adtmeate, education and community
development) before graduation, while after graidumat would stress climate-change
mitigation and technical cooperation, one of therires identified by the

Maldives!’ Other donors foresaw no abrupt reductions in OBbé chnical
assistance. In this regard, some internatiorgdrorzations, such as UNFPA and
UNEP, indicated that they would maintain pre-grdutumapolicies and objectives
towards the country after graduation until the eh@011 and 2015, respectively.

15 Japan Customgitp://www.customs.go.jp/tetsuzuki/c-answer/imtsuk&04 jr.htm note 2,
accessed on 1 December 2011.

16 Available at http://webapps01.un.org/ldcportal/feetest/footerl.

7 Japan, Ministry of Foreign Affairs, “Maldives naigo to kaihatsu kadai (A brief history and
development issues of the Maldives), available at
http://www.mofa.go.jp/mofaj/gaiko/oda/shiryo/kurly Idatabook/pdfs/02-07.pdf.




Figure 1. ODA to Maldives, by sector, 2002 - 2009 (Millions of 2009 constant dollars)
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Source: OECD/DAC.

V. Conclusions

Overall, during the first 11 months of graduatias,anticipated by the Committee, no
visible sign of reversal in country’s developmerdgress due to an abrupt
withdrawal of support has been detected. Despéaetrrent global economic turmoil,
the GNI per capita continues to be well above tiaelgation threshold and country
enjoys one of the highest HAI scores among devetppountries. The EVI, on the
other hand, remains high and climate change, otigedd challenges that the
Government of Maldives listed in the Donors’ Forim2010, may aggravate the
country’s vulnerability further.

Recent political developments in the country mayehadverse impact on the
country’s growth in the short term. Several Goweents in Europe — the major
source of tourist visitors to Maldives — have isbtravel advice against all but
essential travel to Male, the capital island of¢bantry. If political stability is not
regained soon, the tourism industry and thus ttieeeeconomy may experience a
deceleration of activities. Graduation from the LB&egory however has no bearing
on such developments.

The country has been very active in engaging ttegnational community in
continuing to extend support. In this regard, & baen instrumental in facilitating the
phasing out of travel benefits offered by the UM @ansecuring assistance for a
smooth transition out of the LDC category. HoweWeis still premature to draw any
definitive conclusion on impacts of graduation ba tdevelopment of Maldives in
view of the very short post-graduation period. Raertmonitoring of development
progress of the country is this recommended.



