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Previous project: Defining, estimating and disseminating
statistics on IFFs in Africa (2017-2022)

« 2017-2018: IFF expert consultations and a stock take of IFF research

« January 2019: UNCTAD/UNODC Task Force on the Statistical Measurement
of IFFs

e October 2019: SDG metadata (16.4.1) on concepts and methods was
approved by IAEG-SDGs and UN Statistical Commission

* October 2020: Conceptual Framework for the Statistical Measurement of IFFs

« May 2021: Methodological Guidelines to measure Tax and Commercial IFFs

« June 2021-September 2022: UNECA/UNCTAD Pilot testing activities in 11
African countries g@
s
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https://unstats.un.org/sdgs/metadata/files/Metadata-16-04-01.pdf
https://unctad.org/webflyer/conceptual-framework-statistical-measurement-illicit-financial-flows
https://unctad.org/webflyer/methodological-guidelines-measure-tax-and-commercial-illicit-financial-flows-methods-pilot

Conceptual Framework & Methodological Guidelines

As co-custodians of SDG 16.4.1, the UNCTAD and UNODC are mandated to develop
methodologies, and collect and report statistics on IFFs

UNCTAD-UNODC
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Conceptual Framework for O
the Statistical Measurement UNCTAD Drait L — —
of lllicit Einancial Flows Methodological Guidelines to \\
(2020) @o wd) @ Measure Tax and Commercial >

IFFs (2021) =

“Financial flows that are
illicit in origin, transfer or
use, that reflect an
exchange of value and
that cross country
borders.”

Endorsed by UN Statistical _é g@
Commission in March \N=-074
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Ghana

2. Organisations of the Technical Working Group

L=ad in=titutian
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4. Magnitude of IFFs

For the period 2000-2012, preliminary estimates for gold, cocoa and other extractive
industries show that between Ghana, the US and the EU, imward and outward IFFz
amounted to USS8.44 billion.

Imweard and outward IFFs:

NY 8%

The way forward...

GHANA

This project Nas generated interast
among pokcymakers and academics

3. Methods used

Method )

Partner Country Method Plus

Method &)

Price Filter Method Plus
These methods were used to

produce estimates of IFFs for
the period 2012-2021

Experisnce with the methods shows
PFM i easy f0 uss SiNcCs it Joss

not require trade data from partner
COulimas.

witD want 10 undsrstand the impaci
of IFFs, [ocalhy, and 20 taks the
necessary 5608 to provent further
damags.

Data availapdity nas besn the Diggest
challsmgs 50 far, with detadsd, tem-
lewsl (HS10) trade data nesdsd from
Ghana and pariner countries. Efforts
to collect this data from Ghana's
CuStOmMS arg Currsnthy uNosraay with
he hedp of the Ministry of Finance,
winich will collate the figuess and
ensurs genaral acceptability for all
Slaksnolders.
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Namibia

2. Organisations of the Technical Working Group

Lead Institution

= Bank of Narmitia - .‘—:N—

Public institutions/
agencies
= Barn« of Mamioa
= Mational Planning
Commiszion
= |inited Mations
apencies in Mamigia
= Ministry Of Fisnerss
and WMarms Reszounas
= Ministry Of Minss
and Enangy

Law enforcomeant

agencies and

intelligance

= Mamioia Stafistcs
AOENTy

= Financial Intsligencs
Caontra

= Mamibia Rgwenus
AgeEncy

= MATiDia Financsl
Irettotions
Supsnisory Autorty

= Andi-Corruption
Commizsion

= Mamitian Palics

3. Methods used

Method @)

Paritner Country Method Plus

Method @)

Price Filter Method Plus

4. Magnitude of IFFs

Results using Method @ have been summarised as the following:

Statistical Method

Market Price Method

S &

Inward IFFs

US$4.5

billion

S

Outward IFFs Inward IFFs
US$34.1 US$19.6
billion billion

The way forward...

* Train participating countries on the
other four methodologiss from UMECA
and UNCTAD

+ Sot up a secrstariat with sole
responsibility for IFFs

* |mprove data capiure at customes,
ensure data verifications and strengthen
comect declarations

* |mplsment machanisms for the
independant verification of the number
of commodities exported and imported
from and into Namibia

53

Outward IFFs

US$4.7
billion
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Zambia

4. Magnitude of IFFs

2. Organisations of the Technical Working Group

Lead institution

= Zambea Siatishics
Agency

Data providers
and support

= Minigtny o°
Finance and
Maticnal Flanning

= Ministry oF Mines
and Minerals
Devsloprment

= Financia
Intsligance
Contrg

Method )

The preliminary findings based on
seven major trading partners, show that

US544.9 billion was potentially mis-

Law enforcement

invoiced during the period 2012-2020:

Method €

Obtained database of MNEs
operating in Zambia during 20198-
2020 from International Taxation
Unit, Zambia Revenue Authority:

. AntiC an “ All institutions have .

e

Commissian complementary roles in
* D] Erdorcement the process. The
Commizsion members were appointed
" TR by the Secretary to the

Treasury to ensure buy-in
at the highest level and
day-to-day activities

= Zambid Instiuis for delegated to the National

Policy Areiysis &

= Bank of ZamoE

{Cortral Bankg Fiesearch Tnk Tark) Statiﬁﬁcal_ Office, an .
= Zampia authority in data

Revemus collection, measurement

Authority

and dissemination.”

3. Methods used

Method @)

Partner Country Method Plus
Led by the Zambia Statistics Agency

Method €)

Qlobal distribution of multinational
enterprises’ (MNEs) profits and
corporate taxes

Led by Zambia Revenue Authority

Obtainad trade stafistics (merchandiss
imports and sxports) for 2012-2021 and
comparsd between ZamStats and UN
Comtradse data

Used at lsast 80% of the total trads
by year to determine major partners
Identified 22 countries as

major partners

Highlignted countries with significant
mirror discrepanciss for both inbound
and outbound trade

The way forward...

Classified MNE's based on numbsr

of employees; total valus of salas;
opearating profit; profit before tax; profit
after tax; tax paid; total fixed asssts;
and total assats

Frofiled MMEs bassd on the above
variables to dsterminse which thrasholds
o usse

* [atermming a mons holistic picture of
trade mis-imvoicing
& Account for remaining asymimestrias

& Establish a mechanism for better
tracking the effective destination of

Fambian exports

s Explore the use of weighting

procadurss

* Complement the findings with

qualitative msthods

* Further analysis on the uss of the Prica

Filter Method

UNITED NATIONS

UNCTAD
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Project activities

Objective: To strengthen the statistical capacities of selected developing countries in Africa to measure tax and
commercial IFFs and develop evidence-based policy responses to curb them.

Outcomes

OC1: Strengthened statistical capacity to measure and disseminate selected types of tax and commercial IFF statistics (strengthen capacities
and disseminate results);

0OC2: Enhanced policy formulation and targeted action towards curbing tax and commercial IFFs: (inform policies);

Outputs

OP1.1: One regional workshop (online), kick-starting activities with pioneering countries and sharing the project implementation plan.
OP1.2: Three national training workshops (in-person)
OP1.3: National measurement work in pioneering countries to apply the selected methods, compile estimates of IFFs and provide analysis of the findings;

OP1.4: One regional workshop (in-person) where pioneering countries sharing experience, lessons learned and challenges of the measurement of tax and
commercial IFFs.

OP2.1: Three national policy workshops (in-person)

{

OP2.2: National action plan/policy formulation work with advisory services on data and research strategies tailored to national needs assessment ) ==

UNCTAD
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OP2.3: One regional workshop (in-person) closing activities



EH Project timeline
YEAR 1 YEAR 2
Outcome |Output # B e
Qi Q2 Q3 Q4 Ql Q2 Q3 Q4

‘ OP1.1
OPT2—

0o(C1
OP1.3
OP1.4
OP2.1
ocC 2 OP2.2

OP2.3

N
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@ Key actors
UN Agencies

v UNCTAD Statistics

Measurement

vUNCTAD ALDC

Policy

vECA & RCOs

To keep abreast of the activities and support
when available

Country

* National focal point institution
E.g.: NSO, Central Bank

* National consultant

Working as link between UN agencies and
country actors and implementing estimates

« Key national stakeholders on
measurement & policy

Stakeholders actively engaged in the process

e Other stakeholders

UNCTAD
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&7 Intra-country collaboration

* National Coordination mechanism
« Coordinated by National focal point (NFP) institution
* Multiple Technical working groups (measurement & policy)

ODbjectives:
« Coordinated data availability assessment and data collection
* Discussion and application of methods

« Consolidation, dissemination, reporting — Global SDGs indicators
database {et)
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il

IFFS measurement

Step 1 Step 2 Step 3
Self-assessment Mapping of Data availability
questionnaire national and quality
agencies review by
method

Step 4
Method
selection

Step 5
Pilot testing
plan

Compile and
disseminate IFF
statistics

==
g

@
=
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7~ Materials and tools

1. Conceptual framework for the statistical measurement of IFFs
2. Methodological guidelines

3. Self-assessment questionnaire and preliminary risk
assessment

4. Data availability assessment
5. Data collection

6. Training and E-learning
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[¢] Training modules

« Tax and commercial
IFFs
« M#1: PCM+

Calculate Published Asymmetry
— Total or Product

Yes

« Mirroring trade values by
trading partners

« Many factors for
discrepancies -> [inspect!]

Timing
Under coverage
Misclassification
Confidentiality
Under valuation
Change of ownership

Other possible
statistical
reasons

Yes

No

Asymmetry?>«

A4

Trade
System
—\

Valuation

~
Y

Partner
~— __J

[ Re-exports J

s - a
Consignment

L for imports

[ Merchanting J
v

Calculate

Remaining
Aysmmetr

c
=
=
m
o
z
3
o
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[¢] Training modules

« Tax and commercial IFFs
¢« M#2: PEM+

« Detect abnormal prices,
deviating from arm’s length

« Central price?
 Variation?

Upper-bound price

~ Central price. —

A

v

o Lower-bound price
"'\

> Abnormal price: over-pricing

> price filter = central price + «a

> Abnormal price: under-pricing
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[¢] Training modules

« Tax and commercial IFFs

» Aggressive tax avoidance
« M#3: Tax semi-elasticity approach: shift profits to lower-tax units within MNE
 M#4: Compare MNE to domestic

Density
Threshold from ROC analysis

MNEs;

Adjustment

2R
> |Indicator \\l,@?/
NS

I " /
' r =
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Tax avoiding MNEs Non-tax avoiding MNEs



[¢] Training modules

« Tax and commercial IFFs

« Tax evasion by individuals

 M#5: offshore wealth * Assumption:
linternationally reported| >|reported to national authorities ]|

 M#6: undeclared offshore assets ¢; = Z —
i

4

BIS LS National Tax
OECD CRS Authority

UNCTAD



i SDG 16.4.1 reporting

Global SDGs indicators database
Objective

Indicator 16.4.1, Series : Total value of inward illicit financial flows DI_ILL_IN

2 aggregated estimates:
total inward IFFs and total outward IFFs
Indicator 16.4.1, Series : Total value of outward illicit financial flows DI_ILL_OUT

Disaggregation
Other possible disaggregation:

IFFs type > (Geographic
Region
TXC: Tax and commercial — |FFs su b _typ e Subregion
ILL: lllegal market Country
COR: Corruption .
ETF: Exploitation type and TXC_TMI :Trade misinvoicing T Economic sector
terrorism financing TXC_TAV: Tax evasion ISIC4_A: Agriculture, forestry and fishing
o ISIC4_B: Mining and quarrying
ILL_DRG: lllicit drug _ ISIC4_C: Manufacturing
ILL_SOM: Smuggling of migrants ISIC4_D: Electricity, gas, steam and air RN
o conditioning supply \‘{@&
ETF_TIP: Trafficking in persons ISIC4_E: Water supply; sewerage, \{& Ay
waste management and remediation UNITED NATIONS
UNCTAD

activities



@ Statistical framework

 Towards a Statistical Framework S—
+ Concepts ——
* Methods licit Financial Flows

 Tools

« Statistical Framework:
ready for 2026 UN Statistical Commission
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https://unctad.org/publication/towards-statistical-framework-measurement-tax-and-commercial-illicit-financial-flows

PART IV

POLICY PILLAR




Objective (s)

* |dentify country specific policy measures for curbing IFFs,
Improve tax collection and raise domestic revenues.

* Focus on trade-based IFFs: illegal tax and commercial IFFs (trade mis-
invoicing).
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Based on UNCTAD 2021 and UNODC 2015: IFFs
from lllegal Tax and Commercial Practices
08041 Al. Activities against public revenue F1. Transfer of wealth to evade taxes, i.e.,
provisions flows related to undeclared offshore wealth:
08042 ; i i 1
- ';29 lﬁg;i:gams’t SOIEE S il el o Outright undeclared (concealed e.g., in
risdict
08045 A3. Market manipulation or insider SECTECy JUMS '|c.|ons)
: o Undeclared via instruments (Phantom
trading : :
corporations or shell companies, tax

07049 A4, Other acts of fraud/acts of
: havens)
commercial fraud -
A5. Other acts against public F2. Mis-invoicing
administration or regulatory

provisions/other illegal and commercial
tax acts

Under/over pricing

Multiple invoicing

Over/under reporting of quantities
Misclassification of tariff categories

O O O O

08049

UNITED NATIONS
UNCTAD



Focus areas for policy analysis

1. Method 1: Partner Country Method Plus
* Tax law and tax policy reform options
* Multiple invoicing
* Miss-classification of Tariff codes

2. Method 2: Price Filter Method Plus
» Addressing over pricing/under pricing
* Multiple invoicing

» Country specific report with relevant policy options/lessons learned
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Thank youl!

UNITED NATIONS

UNCTAD
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