International Webinar on Measuring lllicit Financial Flows (IFFs)
Day Two: Tax & Commerce |IFFs measurement: Methodologies and Country Experiences
Country Experiences in Tax & Commerce IFFs measurement
Country-level case studies, progress made, key challenges and lessons learned per region.

Exploratory exercise for
measuring illicit financial

flows in Mexico
Preliminary progress

INEGI



General context

d Mexico signed an agreement with ECLAC in order to test the methodology
proposed by UNCTAD" through a pilot, exploratory, experimental and preliminary
study aimed at measuring potential lllicit Financial Flows (IFFs) resulting from

misinvoicing of international merchandise trade.

4 To this end, with ECLAC funding, the methodology’s applicability is assessed through

data-mining activities on the information sources.

d This work builds on INEGI's experience in the Measuring Trade in Terms of Value-

Added project, which is based on the OECD Inter-Country Input-Output tables.

" Towards a Statistical Framework for the measurement of tax and commercial lllicit Financial Flows, 2024.



UNCTAD proposal of categories that may generate
tax and commercial illicit financial flows
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Source: Own preparation using information from the manual “Towards a Statistical Framework for the measurement of tax and commercial lllicit Financial Flows”, 2024.
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Sources used to test the misinvoicing
methodology in international merchandise trade

d Internal and external sources of information were reviewed according to a metadata
model (breakdown of variables, type of commercial flow, valuation, volume, and
period). The following sources were selected:

* Harmonized System (HS) and tariff code, at 6 and 10 digits
(Subheading and Trade Identification Number, “NICQO”)

et R U e 5 loop Valuation in dollars (FOB)
* Quantity

(BCMM) * Country of origin or last known destination

International Merchandise

INTERNAL

2' United Nations Comtrade '6-digit_HS_IeveI (subheading) |

Z *Valuation in dollars (FOB/CIF, depending on the country)
o Database *Quantity

; *Trade flow

N (UN Comtrade) *Trading partners

d Based on the methodology published by UNCTAD, for the specific case of misinvoicing, two main
methods are recommended: Partner Country Method Plus (PCM+) and Price Filter Method Plus
(PFM+).
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1. Compilation of foreign-trade data to
determine of trading partners”.

2. Information gathering in UN Comtrade
based on trading partners.

3. Review and validation of the
database.

4. Conversion to FOB values through
CIF/FOB specific coefficients from
International Transport and Insurance
Costs of Merchandise Trade (ITIC).

%\

7 It started with the 3 main partners, and later included all of them.

with macroeconomic statistics. 9(
e T O

B Data collection B Data processing ™ Analysis

Partner Country Method Plus (PCM+) 'h

8. Comparison and validation of re

7. Compilation of statistics and
classification of IFFs by flow type.

6. Estimation of inward and outward IFFs
at the subheading and country levels.

5. Application of the reliability weighting
procedure to inbound (imports) and
outbound (exports) flows. :



B Data collection B Data processing ™ Analysis

Price Filter Method Plus (PFM+)

1. Preparation of the International
Merchandise Trade Statistics of Mexico
database. i

2. Validation of quantities for each record 7. Comparison and validation of results

at the reporting entity level through = \v), with macroeconomic statistics.
iterations. 000

6. Compilation of statistics and
3. Definition of statistical price filters, classification of IFFs by flow type. .
}

through percentiles.

5. Estimation of inward and outward IFFs

4. Determination of undervalued and by NICO and grouping by subheadings.

overvalued amounts by NICO at the
reporter level.
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Advancements and/or limitations identified

Preliminary results shows a gap between the two methods,
stemming from the characteristics of the information:

» The quantities of imported and exported goods, a central

variable in both methods, are not validated in either sources of
information (internal and external).

» With the available information, it is not possible to identify certain
significant asymmetries, resulting in practical limitations to
eliminate irregularities arising from intra-firm trade (transfer
pricing), goods transiting through third countries, re-exports or re-
imports, misclassification, and differences in registration periods.

» The origin of IFFs comes primarily from imports.
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Advancements and/or limitations identified

$ PCM+

The availability of 6-digit HS level : :
(subheading) data which may contain The more fragmented an industry is
different units of measurement causes and the larger the number of diverse

variability in the calculated values products with different characteristics,

(proxy variable of the reliability the more difficult it is to determine a
procedure). representative average price.

Between 2018 and 2023, there was a
change in the pattern of misinvoicing
(from over-invoicing to under-invoicing
in imports), so the trend is not
consistent over time.

Preliminary results show that IFFs
obtained are higher and exhibit lower
growth between the two years of the

study for PFM+ than for PCM+.



Next steps ,,-!
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dCompletion of application exercises with the two methods for
the selected industry ICIO "Computer, Electronic and Optical
Equipment”.

dPrepare documentation that emphasizes the scope of the
current methodology; likewise, improvement proposals will be

made based on evidence.

dDeliver the final report in December 2025.
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