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Presenter
Presentation Notes
I will start my presentation providing a background of the task force work

https://www.imf.org/en/News/Seminars/Conferences/2019/03/25/7th-statistical-forum

Informal Economy: Definition?

AN

Over 30 different
concepts
identified:

hidden,
underground,
shadow, illicit,
illegal, informal,
unregulated,
unofficial, etc.

No economy is
completely
regulated and
captured
perfectly by
statistical
enquiries

*SNA 2008 — Chapter 25: Informal
Aspects of the Economy

Two approaches:

(1) To ensure all
the activities are
encompassed in
measures of total
activities
(2) To define what is
meant by the subset
of economic units

considered |IE and to
measure it

Informal economy
includes Domestic
activities or Cross-

border activities:

To bring cross-
border informal
economy activities
to the ESS



Presenter
Presentation Notes
We already mentioned during the presentations yesterday, that there are several concepts and definitions used to refer informal economy or components of it. We also mentioned about that characteristics of  exhaustiveness and feasibility are relevant although a fully observation of them, it is difficult to reach. What it is important to mention is that this initiative is looking to improve the quality of IE data by expanding the coverage of these activities included in the macroeconomic datasets, more than identifying a subset of economic units considered IE and try to measure it. Under this consideration, this initiative will bring cross-border IE activities to the ESS. No discussion about the definitions of IE.  


Implications of not including IE activities in ESS

Misleading information on the levels of BOP
accounts and IIP

Biased international comparisons

Distortions in the consistency with the National
Accounts

Overlapping concepts makes a clear delineation of
the activities difficult as it is not always possible to
classify a transaction or activity according to a
particular type


Presenter
Presentation Notes
Overlapping concepts makes difficult the classification of these activities 


Informal Economy: Statistical Framework

IE data will be based on the conceptual framework and estimation methods
already defined by different international organizations
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Presentation Notes
No discussion about definition but I mentioned the improvement of coverage is central and for that the TFIE work is based on the conceptual framework and estimation methods already defined by different international organizations:

…
Handbook on the compilation of statistics on illegal economic activities



Informal Economy: Coverage to be used

Informal
activities

Underground
activities

conducted by enterprises on the household sector that are

unregistered and/or are less than a specified size in terms of

employment, and that have some market production

J

both productive and legal but are statistically and
economically deliberately concealed from public authorities

~

_J

forbidden by law
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https://www.imf.org/en/News/Seminars/Conferences/2019/03/25/7th-statistical-forum

Task Force on Informal Economy (TFIE)

The IMF BOPCOM begin addressing gaps covering informal, underground, and illegal
activities aimed at promoting more comprehensive coverage of transactions and positions in
the ESS

At its 2017 meeting, the BOPCOM supported the establishment of the TFIE

This assessment would underpin the design of appropriate strategies to enhance the coverage
of IE transactions in cross-border statistics
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Presentation Notes
The TFIE has the primary objective of taking stock of country practices with a view to identifying data collection methods and compilation techniques that are feasible for addressing the coverage and consistency of IE in cross border statistics



TFIE - Phase 1: Work Program
(January-October 2018)

* |In collecting (data sources), compiling
(compilation/estimation) and disseminating practices
of informal economy (IE) data

 Also, institutional and legal framework, current
challenges, and future plans for the production of
these data were collected

Inventory of

Economies’
Experiences

« By an Online Survey

» By Individual Reports (IRs) on selected issues based on the
survey

* During June-August 2018



TFIE -

Phase 1: IE Survey

-

o

BOP/IIP and NA compilers across Fund membership (185 economies)

94 economies submitted 112 responses (51% response rate)

Of 112 responses, 62% (64 economies) compiles data on IE and 38% (38
economies) do not

64% of responses covered only BOP and 13% covered BOP and NA
Geographically, the survey response rate was highest in Europe (63
percent) and lowest in Africa (38 percent)

/

Economies’ Survey Participation by Region

Western Hemisphere
Middle East and Central Asia

o,
European
Asiaand Pacifc \

African
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Presentation Notes
185 economies
51 percent response rate
62 percent of responses compile IE data
64 percent only cross border data (BOP) and 13 percent BOP/NA
Concentration in Europe, and the least in Africa


TFIE - Phase 1: IE Survey - Key Findings (1):

Methods and Sources

Economies use a combination of direct and

indirect sources available to estimate the size
of these activities

» Survey

* Administrative data

» Partner economy data,

* International studies and reports; special research
* Experts’ views and opinions

Economies use estimation methods that are

generally aligned to either NA compilation, or
to macroeconomic modelling

The selection of the statistical techniques
depend on:

* Availability of reliable resources
* Measurements problems

« Suitable compilation practices (e.g., reduce double
counting)

* Best estimation methods and accuracy of estimates

Main Indirect Statistical Compilation/Estimations Approaches

The following compilation procedures are among those commonly used as a
basis for deriving indicators of IE.

Supply-based approach: this relies on data on the supply of inputs (number
of primary raw materials, one major raw material, labor, land, fixed capital
stock, etc.) that are used to produce goods and services. Input/output and
input/value added ratios are needed to calculate output and value-added
estimates from the input data.

Demand-based approach: this assesses production using indicator data on
specific uses of goods and services that sufficiently describe their production:
household final consumption expenditures on a certain commodity (e.g.,
health and personal services); uses of raw materials (e.g., processing of
agricultural products, major export commodities, administrative data
indicating demand for a product (e.g., motor vehicle registrations, building
permits)).

Income-based approach: this is based on available data from administrative
sources on some categories of income, which can be used to obtain an
indication of production covered by the administrative system (e.g., income
taxes, social security contributions paid by self-employed persons or private
entrepreneurs).

Commodity flow approach: this involves balancing total supplies and uses
of individual products using accounting equations. One specific application is
calculating the output of the retail trade from supply of commodities.

11
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Presentation Notes
Regarding the methods, there is a range of direct and indirect methods (and sources). No mention about big data methods. Although, it is a prominence of NA macroeconomic models (see table). The selection of the techniques depend on:
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TFIE - Phase 1: IE Survey - Key Findings (2)

On the prevalence and extent to which IE
transactions impact the BOP, the estimates
concentrated on goods, and to a lesser extent
on services

Few compile |IE transactions for the capital
and financial accounts

Number of Economies

mless than 1% L between 1% and < 2% m between 2% and 5%

mabove 5%

12


Presenter
Presentation Notes
BOP compilation of IE activities is centered on the current account, especially goods, not much about capital and financial accounts.
Data is included in the estimation/compilation but it is not identified.
In the financial account:
Real estate
Transfer pricing



TFIE - Phase 1: IE Survey - Key Findings (2)
Challenges

Data sources, enterprise registration, and methodology are the major

challenges reported by compilers
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Presentation Notes
About challenges the compilers indicated that data sources, enterprise registration, and methodology are the most important.


TFIE - Phase 2: Work Program
(November 2018-October 2019)

 To highlight the “encouraged” collection, compilation, and
dissemination practices of cross border transactions and
position data of informal economy

e Review the IE data collection/compilation practices as
reported in the survey, IRs, and other supporting
materials;

e Identify the encouraged collection, compilation, and
dissemination practices of |IE data; and advise and
support the IMF STA’'s work on developing appropriate
modes of publicizing these practices; and

e Provide broad (non-country specific) recommendations
for the improving current compilation methods.

* To be launched at the end of Phase 1
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TFIE - Phase 2: Main Outcomes - Country Data

Reports (CDRSs)

19 countries prepared “Country Data Reports
(CDRs)” with almost 50 compilation
practices in different types of IE activities

Countries Reporting IE Compilation Practices

India

Brazil

lllegal drugs
Prostitution
Smuggling of alcohol
Smuggling of cigarettes ENG—_G_G_———
Smuggling of tobacco INEG—_—_——
Compensation of employees NN
Drug dealer NEEG_—
Shuttle trade NN
Compensation of employees - nonPalestinian N
Compensation of employees - Palestinian [N
Currency and deposits [N
Home help N
no info [N
Non-recorded construction work [N
Non-reported health services [N
Oil re-export I
Online purchase I
Personal transfers [
Smuggling of goods NN
Smuggling of illegal goods NN
Smuggling of no-illegal goods [N
Smuggling of other goods I
Travel I

0 1 2 3 4 5 6 7 8 9

Number of Countries

Distinct count of Country for each Type of IE.

Number of Country Practices By type of Informal Economy Activity

10 11

*This information was provided by national compilers that participated in the Informal Economy
Survey

“No info” is for countries that compile IE data but for confidential issues they did not provide
the information
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TFIE - Phase 2: Main Outcomes - Individual
Reports (IRs)

Colombia
ECB
Egypt
Eurostat
Eurostat
Italy
Italy
Jordan
Nigeria
Peru
Russia

Russia

Russia

Thailand
COMESA
Uganda
USA

lllegal drugs

Prostitution

Informal sector

Smuggling of migrants

Trafficking of arms

Smuggling of goods

Householdings of securities

Fictitious transactions with money transfers
Informal trade

Workers' remittances through informal channels
Transactions of Individuals related to the acquisition of real estate abroad

Exports and imports non-registered in the custom statistics

Practices for encouraging coordination between NA and BOP to produce IE
data

Misrecording of legal and illegal transactions in travel
Cross-Border initiative
Informal Cross-border trade

Personal transfers in the US international accounts

Compilation
practices presented
in the CDRs and IRs

will be posted on a
IMF website.
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National statistical compilers are particularly encouraged to submit their respective country cases that can expand the list of the country practices to be posted. 



TFIE: Main Recommendations (1)

Select, document, and disseminate encouraged collection/
BEST | compilation/dissemination practices used in economies currently
PRACTICES to assist other compilers

—W) Encourage coordination between international accounts and NA
4 compilers in moving towards a more integrated approach in

addressing coverage of the |IE data in the BOP and rest of world
COORDINATION (ROW) accounts. This coordination should be extended to other data
producer (for instance, FIU)

Highlight |E data issues specific to the financial account and the IIP

e\‘I'end with a view to encouraging national compilers to extend initiatives
4 beyond the current account, where applicable.

IMF | Statistics 17



TFIE: Main Recommendations (2)

Support a more comprehensive approach to compiling IE
estimates. Delineation of the “typologies” (informal, underground,
or illegal breakdowns) should assume secondary importance.
Specific components of the BOP and IIP may be targeted based
on cost-benefit analysis

Assess and increase the efficiency of the existing statistical
sources supplemented with ad hoc collections or the development
of new data sources (big data)

mnmm g§[f§,
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Outline

* Informal Economy: Coverage and Framework
» Task Force on Informal Economy (TFIE)
= Other Initiatives

. Forthcoming 7th IMF Statistical Forum on Measuring the Informal
Economy

.- llicit Financial Flows
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https://www.imf.org/en/News/Seminars/Conferences/2019/03/25/7th-statistical-forum
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Section 1: Definition and Scope of Informal Economy

Section 2: Traditional Estimation Practices: determining the Level of Growth of
IE

Section 3: New Technologies and New Potential Data Sources — Innovation and
Big Data

Section 4: Measuring Informal Cross-Border Flows (lllicit Financial Flows)
Section 5: Closing Panel — Policy Conclusions and Recommendations

https://www.imf.org/en/News/Seminars/Conferences/2019/03/25/7th-statistical-forum
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For the purpose of the Forum, IE has the same coverage mentioned at the beginning of the presentation 
 
This scope considers domestic activities, and cross-border transactions of resident units: reflects the need for a coherent macroeconomic statistics framework. 

In particular, the Forum will examine both traditional and new, innovative sources and estimation approaches used to derive data to measure IE.

https://www.imf.org/en/News/Seminars/Conferences/2019/03/25/7th-statistical-forum

lllicit Financial Flows (IFFs)

Tax
avoidance?
It is not illegal!
Unethical or
immoral?

Focus on the movement of flows across
llicit= non mutual borders that:

agreement actions but also

forbidden by law. Are exchanged by an illegal “mutual
agreement”. They have an illegal source
(e.g., corruption, smuggling of goods;
illegal services);

Are transferred for an illegal purpose
(e.g., terrorist financing), which are not
necessarily from an illegal source; and

|||ega|=mutual

agreement transaction
forbidden by law..

Are generated from an illegal “non-mutual
agreement” action (e.g., tax evasion
where there is no mutual agreement
between the tax payer and the tax
administration and it is not a transaction
following the international standards).

21



lllicit Financial Flows: IMF Work in this area (1)

Anti-money laundering, combating the financing of terrorism (AML/CFT): Working with IMF members to
identify issues related to ML/TF and provide policy advice to strengthen their AML/CFT frameworks.

Tackling corruption as a transnational Issue that requires efforts not just in the country where the corruption
is but also the countries where the proceeds of corruption are concealed. A two-step approach in Fund’s
Enhanced Framework on Governance:

= 1st part includes the assessment in how vulnerable member states are on issues related to governance—
including corruption—and make a judgement about the potential economic impact of these vulnerabilities.

» The focus is on 6 key indicators: (1) fiscal governance (2) financial sector oversight (3) central bank
governance and operations (4) quality of market regulation (5) rule of law, and (6) AML/CFT.

= 2nd part puts an emphasis on measures to prevent private actors, including those involved in organized crime,
from offering bribes or providing services that would facilitate the concealment of proceeds of corruption.

Strengthening tax compliance and enforcement to combat tax evasion and avoidance: The IMF has been
collaborating with the OECD, World bank and UN in the Platform for Collaboration on Tax, including by
developing toolkits to help developing countries address challenges in international taxation

Enhancing fiscal transparency in the extractive industries sector

Monitoring IFFs: TFIE work and Guidance on how to record in fiscal statistics the recovery of looted assets
and unaccounted wealth.
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The IMF has been working through different streams to address the phenomenon of IFFs 
Tackling corruption as a transnational Issue
Looted = botin
The IMF has recently stepped up its efforts to address governance and corruption related issues in a more systematic, evenhanded and candid manner

http://www.worldbank.org/en/programs/platform-for-tax-collaboration

lllicit Financial Flows: IMF Work in this area (2)

IMF Board Paper on Fund IFFs
current initiatives (LEG, FAD, STA,

and MCM) — mid 2020

* bring some clarity to the definition of IFFs

 present the work being done by Fund staff in
a more holistic way, and provide synergies for
further collaboration on these issues.

* The paper could trigger follow-up work.


Presenter
Presentation Notes
MCM monetary and capital market department
Holistic = coordinated


Thank you!

24



IMF | Statistics

Background slides
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Economic Flows

IAn Economic Flow could be:

Created i
Transactions
Transformed /
Exchanged -
Transferred \\ Other
Economic flows
Extinguished

Transactions

Interaction between institutional units by
“‘mutual agreement”. Mutual agreement = there
was prior knowledge and consent by the units

Other economic flows

* Holding gains and losses. For instance
changes in the level and structure of prices

* Other change sin the volume of assets

«  Appearance/disappearance of economic
assets

- Effects of external events
- Change in the classification

26


Presenter
Presentation Notes
The IMF has been working through different streams to address the phenomenon of IFFs 
Tackling corruption as a transnational Issue
The IMF has recently stepped up its efforts to address governance and corruption related issues in a more systematic, evenhanded and candid manner


lllicit Financial Flows = Legal and lllegal

activities

kllegal with mutual agreement
For instance:
¢ Trafficking of drugs

r  Smuggling of migrants

IFor instance:

 Tax evasion

Legal with mutual agreement
For instance:
Export of cars

Legal without mutual agreement

lllegal without mutual agreement For instance:

Tax avoidance

N

lllicit Financial Flows
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The IMF has been working through different streams to address the phenomenon of IFFs 
Tackling corruption as a transnational Issue
The IMF has recently stepped up its efforts to address governance and corruption related issues in a more systematic, evenhanded and candid manner
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