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. Aggressive tax avoidance
. Tax evasion

. SDG Data reporting

@UN M
trade X

& development



. @UN 4
> Tax and commercial IFFs tradel
B. Aggressive tax avoidance C. Tax evasion
Global distribution of MNES@ Flows of undeclared
profits and taxes

Offshore offshore assets indicator

MNEs vs non-MNEs profit shifting @ X wealth @ Flows of offshore
/ \ financial wealth by

country

Misinvoicing

Partner Country Method (PCM)+ @ A. Illegal commercial
Price Filter Method (PFM)+ @ activities



> Trade misinvoicing IFFs
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> Method #1 trade Iy

Partner country

method “plus”
(PCM+)




> M#1 - Concept

* Mirroring trade values by trading partners
* (EX of A to B) vs (IM of B from A)

* Assuming a correct value of one partner -> critical!
* Many factors for discrepancies ->  [inspect!]

4 Trade System
CIF/FOB

Partner country attribution
Other



Large
ymmedry

YES

> M#1 - Estimation process

Calculate Published Asymmeitry -
Total or Product

Unexplained|discrepancy

Other possible
statistical reasons

Under coverage
Misclassification
Confidentiality
Under valuation
Change of ownership

Trade System

~

[ Re-exports

}[ Merchanting }

YES

(Calcutate Remainin

°1

Source: UNSD (2019)
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Consider:

* National and global
data sources

* Collaboration across
institutions and
partner countries


https://comtradeapi.un.org/files/v1/app/wiki/Guidelines_on_Analyzing_and_Reducing_Bilateral_Asymmetry-23_Apr_2019.pdf
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Detect abnormal prices, . > Abnormal price: over-pricing
deviating from arm’s length °
3 —
Central price? [statistical vs - Upper-bound price
market price filter] o
:heterogeneity of . Central price — - price filter = central price +
oroducts] o |
o o B D L 'b d i
Variations?  [consult experts] 2. FOWEEDOUNCRTICE L
Q)
> Abnormal price: under-pricing
®




> M#2 - Overcoming limitations

Limitations
* Challenges in determining specific, detailed price filters

* Price filters in time, by commodity, by partner, by flow

Solutions
* Use of transaction-level customs data
» Collaboration with Customs and commodities experts

* Consider identifying partners (related vs non-related) ->
conceptual border-crossing with profit shifting



2 Aggressive tax avoidance IFFs
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> M#3 - Concept trade I3

Global distribution of profits
Tax semi-elasticity approach
Assuming shifting profits to lower-tax units

Any systematic deviation from predicted profitability is a sign of
potential profit shifting -> caution in interpretation!

Data ‘country-by-country reports, tax returns]
Tax rate effective tax rates, non-linear tax sensitivity]
Validate results location & economic activity of the unit]




> M#3 - Overcoming limitations trade B
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* Data (un)availability
* Microdata
* Effective tax rates by units

* Assumptions and parameters
* Specific work around negative taxes or profits
* Increase sample size with insignificant statistical parameters
* Check validity with experts!
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Deviation from normality: domestic firms vs MNEs

Multinational enterprises vs. non-multinational enterprises, 2015 (%)

Bottom-up method, based on

100

enterprises microdata ae
* Processed in two phases: 50
1) Identification phase: identify 60
which MNEs are avoiding
34.9
taxes 4 e N
2) Measurement of BEPS -> IFFs 20 201 189 |
amount l l o I °7
. . O
i S|m||ar but Separate mOdeIS for LSbOL_Jr_ Value added—jco— Export—to—.turnouer Import—tfa—costs
productivity turnover ratio ratio ratio

inward and outward IFFs

W MMNEs non-MMEs

Source: Sallusti (2021)



https://unctad.org/system/files/official-document/ser-rp-2021d7_en.pdf
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* Microdata available to NSO N

sector of economic activity
(NACE/ISIC/national
classifications)

id_group (MNE)
country of headquarter

* Challenges el e e ce
- No domestic control group =
* Size of strata [+ rumberofwerkers ) N )
* Linking of data!

Business
Register

country of affiliates
(including the country under

value added

EBIT

compensation of employees

intermediate costs (total)

. . e value of exports
intermediate costs (goods) .

. . . ¢ value of imports
intermediate costs (services)

intermediate costs (R&D)
intermediate costs (royalties) )

f. e & & & & & 0




> Tax evasion IFFs (by individuals)
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> M#5 - Concept trade I3

M#5: Undeclared offshore assets indicator

Assets declared offshore by

citizens of country A * Assumption:

\internationally reported| >|reported to national authorities |

S
Assets of country A’s citizens
reported in other countries i = z —[a]
j
BIS LS / National Tax
Assumptions! OECD CRS Authority

[Not distinguish between various categories of IFFs ] -> double counting!
[Data requirements and availability]
[Citizenship vs residence]

[Stock vs flows]
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> M#5 - Case study: South Africa trace P
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* Study: OECD (2022). Assessing Tax Compliance and Illicit Financial F/c>>-
ws in South Africa -~

* Data sources
* Personal income tax from national tax authority
» Data from voluntary disclosure programmes
* Data exchanged within CRS

« Step-by-step
 Estimating past non-compliant foreign wealth
 Estimating non-compliant wealth in IFC
* IFFs estimated from stock of foreign non-compliant wealth



https://www.oecd.org/en/publications/assessing-tax-compliance-and-illicit-financial-flows-in-south-africa_e8c9ff5b-en.html
https://www.oecd.org/en/publications/assessing-tax-compliance-and-illicit-financial-flows-in-south-africa_e8c9ff5b-en.html
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M#6: Offshore financial wealth

Unreported wealth held by individuals outside their countries

Validation and calibration of assumptions!
[Non-compliance rate]

[Divide offshore wealth into deposits and portfolio investments]

[Capital gains, wealth consumption?]

Data exchange -> agreements, confidentiality



> M#6 - Case study: ESCAP global study trade
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Title: ESCAP (forthcoming) Estimating Illicit Financial Flows from Offshore
Wealth (working paper)

Method: assuming that the discrepancy between liabilities and assets on the
global scale is due to a potentially illicit nature and it can be broken down by
country based on the countries’ general participation in the external wealth
flows.

Data: open access data from 4 databases:

External Wealth of Nations (EWN)

Coordinated Portfolio Investment Survey (CPIS)*

Balance of Payments and International Investment Position database (BOP/IIP)
Bank for International Settlements (BIS)

* Now known as Portfolio Investment Positions by Counterpart Economy (PIP)



https://data.imf.org/en/datasets/IMF.STA:PIP
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* Conceptual Framework: https://unctad.org/publication/conceptual- framev’™
-measurement-illicit-financial-flows

* Methodological Guidelines (draft): https.//unctad.org/publication/methodologic =1
lines-measure-tax-and-commercial-illicit-financial-flows-methods

*  Towards a Statistical Framework to measure tax and commercial IFFs: https://unctad=s
g/publication/towards-statistical-framework-measurement-tax-and-commercial-illicit-fin
ancial-flows

°* Statistical Measurement of Tax and Commercial Illicit Financial Flows: Pilot testing
methodologies for SDG indicator 16.4.1: https://unctad.org/publication/statistical-meas
urement-tax-and-commercial-illicit-financial-flows

*  Project website: https://unctad.org/project/measuring-and-curbing-illicit-financial-flows

* UNCTAD website: https://unctad.org/statistics/illicit-financial-flows



https://unctad.org/publication/conceptual-framework-statistical-measurement-illicit-financial-flows
https://unctad.org/publication/conceptual-framework-statistical-measurement-illicit-financial-flows
https://unctad.org/publication/conceptual-framework-statistical-measurement-illicit-financial-flows
https://unctad.org/publication/methodological-guidelines-measure-tax-and-commercial-illicit-financial-flows-methods
https://unctad.org/publication/methodological-guidelines-measure-tax-and-commercial-illicit-financial-flows-methods
https://unctad.org/publication/methodological-guidelines-measure-tax-and-commercial-illicit-financial-flows-methods
https://unctad.org/publication/towards-statistical-framework-measurement-tax-and-commercial-illicit-financial-flows
https://unctad.org/publication/towards-statistical-framework-measurement-tax-and-commercial-illicit-financial-flows
https://unctad.org/publication/towards-statistical-framework-measurement-tax-and-commercial-illicit-financial-flows
https://unctad.org/publication/statistical-measurement-tax-and-commercial-illicit-financial-flows
https://unctad.org/publication/statistical-measurement-tax-and-commercial-illicit-financial-flows
https://unctad.org/project/measuring-and-curbing-illicit-financial-flows
https://unctad.org/project/measuring-and-curbing-illicit-financial-flows
https://unctad.org/statistics/illicit-financial-flows

> SDG data reporting
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Q_ Select indicators and countries, areas or regions

SDG Global Database gives you access to data on
for countries, areas or regions across the globe T

Global Database Country Profile SDG Analytics Advanced Access

https://unstats.un.org/sdgs/dataportal
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https://unstats.un.org/sdgs/dataportal
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> Global SDG indicator database trace B
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United Department of Economic and Social Affairs
Nations | statistics * SDG Indicators Database

SDG Reports v HLG-PCCB IAEG-SDG's Events Resources v

@) Sevelopment GLIALS

® Data Series (Selected 2 of 693)

16.4.1 =

+ select

® Countries, areas or regions (Selected 0 of 9) | All Groupings | Countries or areas

By default "All" is selected.

+ select

® Period Range (9of9)

2015« 2016 « 2017« 2018 x 2019« 2020 x 2021« 2022« 2023 x

You can select single year or multiple years

® 47 observations G, show Resulis e

DI_ILL_IN DI_ILL_OUT

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

Indicator 16.4.1, Series : Total value of outward illicit financial flows DI_ILL_OUT

World (total) by SDG regions «  World (total) by continental regions = Land Locked Developing Countries (LLDC) x  +3 ...

Important Information

Please select parameters from each of the sections on the left,
and click on 'Show Results' to perform a search.

=0 Database last updated on Friday, December 13, 2024. See
(o
History

If you need help using this site, Read FAQs

[]: For latest reference metadata information for the Tier |
and Il indicators in the global indicator framework,
explore the Metadata Repository

@ This new database interface has been launched on 15
September 2021. Please use the link below for questions
and feedback. The old interface is still available for
limited time at https://unstats.un.org/sdgs/indicators/da
tabaselLegacy.
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DL_ILL_IN DLILL_OoUT

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

Disaggregated by [l Q Select years to hide v

licit
Country Financial 2015 2016 2017 2018 2019 2020 2021 2022 2023
Flows
Afghanistan ILM_DRG - - - NaN™ & NaN™ & - NaN™ & - NaN™ &
Colombia ILM_DRG NaNf E NaNf £ NaNf E NaN™ E NaNfn E - - - -
Mexico ILM_DRG 12261™ Goal T;rget Indicator SeriesCod: SeriesDesc GeoAreaC GeoAreaN TimePeri_SouL -
. 1616.4 16.4.1  DI_ILL_IN Total value 484 Mexico 201612764 18751 "7658 UNODC estin
Mexico ILM_SOM - 1616.4 16.41  DI_ILL_IN Total value 484 Mexico 2018"0952  "15089 "7668 UNODC estin -
1616.4 16.4.1  DI_ILL_IN Total value 484 Mexico 201712357 17351 "8522 UNODC estin -
Myanmar ILM_DRG - 16"16.4 16.4.1  DI_ILL_IN Total valu¢ 484 Mexico 2017"091.9  "1081 '908.8 UNODC estin NaN™-
1616.4 16.4.1  DI_ILL_IN Total valu¢ 484 Mexico 2018"1218 410 "049 UNODC estin
Nepal ETF_TIP - 1616.4 16.4.1  DI_ILL_IN Total valu¢ 484 Mexico 20161139 1254 "036 UNODC estin -
1616.4 16.4.1  DI_ILL_IN Total value 104 Myanmar 2018 NaN "1845 "829 UNODC (201!
Peru ILM_DRG 1336™M E 1616.4 16.4.1 DI_ILL_IN Total value 104 Myanmar 2019 NaN 073 "a90 UNODC (2021 -
16"16.4 16.4.1  DI_ILL_IN Total value 104 Myanmar 2020 NaN 1247 341 UNODC (202
1616.4 16.4.1  DI_ILL_IN Total value 104 Myanmar 2021 NaN "850 340 UNODC (202;

16"16.4 16.4.1  DI_ILL_IN Total valu¢ 104 Myanmar 2022 NaN 1720 'sa0 UNODC (202 Next  7/page
16716.4 16.4.1  DI_ILL_IN Total valut 104 Myanmar 2023 NaN 250 282 UNODC (202

roomotes Oeatimatod data 16:16.4 16.4.1  DI_ILL_IN Total valu¢ 524 Nepal 2021 :3.3 :5.9 :1.5 Pilot estima-tlms
16716.4 16.4.1  DI_ILL_IN Total value 604 Peru 20151336 1477 1196 UNODC estin
1616.4 16.4.1  DI_ILL_IN Total valu¢ 604 Peru 201611454 N1 1301 UNODC estin
1616.4 16.4.1  DI_ILL_IN Total value 604 Peru 201771657 1 "1483 UNODC estin



> SDG 16.4.1 reporting framework

Global SDGs indicators database
Objective

2 aggregated estimates:
total inward IFFs and total outward IFFs

Disaggregation

SN

Optional

IFFs type

v Vv

TXC: Tax and commercial
ILL: Illegal market

— IFFs sub-type

COR: Corruption
ETF: Exploitation type and
terrorism financing

TXC_TMI :Trade misinvoicing
TXC_TAV: Tax evasion

—— Economic sector

ILL_DRG: Illicit drug
ILL_SOM: Smuggling of
migrants

ETF_TIP: Trafficking in persons

ISIC4_C: Manufacturing

— Commodity
HS 01, HS 02, ... HS 99

ISIC4_A: Agriculture, forestry and fishing
ISIC4_B: Mining and quarrying

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

Indicator 16.4.1, Series : Total value of outward illicit financial flows DI_ILL_OUT

Other possible
disaggregation:
Geographic
Region
Subregion
Country



2 Reporting cycle

Tax and commercial
IFF estimates

reports

Country

) If estimates are NOT valid
(focal point)

reports

Crime-related IFF
estimates

If estimates are valid

If estimates are valid
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723 United | Department of Economic and Social Affairs

1% Nations | stsis 56 ndcatssDatse @) SIS GOALS

v

p l I b | I S h i Q Seec indicators and counties,reas o regions

' SDG Global Database gives you access to data on
: for countries, areas or regions across the globe

Counry o 06 Anspcs T

UNSD publishes new
estimates every quarter (end
of March, June, September,
December)
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> Instructions trade

Estimates reporting:

Separate inward IFFs and outward IFFs -> no sum, no net
By calendar year -> no sum, no average over a period

In millions of United States dollars -> if in original currency, UN
Treasury exchange rates recommended

IFF subtype-specific -> no sum, no average of different IFFs
subtypes (e.g. trade misinvoicing + aggressive tax avoidance)

Method-specific -> no sum, no average of two methods
Separate midpoint, lower and upper bound estimates allowed.


https://treasury.un.org/operationalrates/OperationalRates.php
https://treasury.un.org/operationalrates/OperationalRates.php

> Reporting template trade Y

Each sheet, 2 tables = inward IFFs - outward IFFs!

Aggregated (total)

estimates | | |
i Midpoint estimates, by: Lower and upper bound estimates, by:
- Year - Year
- IFF subtype - IFF subtype
- Method - Method

Select method

IFF subtype estimates ‘

Trade Aggressive tax Tax evasion, by:
misinvoicing, by: avoidance, - Year
- Year by: - Country of
- HScode - Year origin and
(2 digits) - ISIC sector country of

destination

,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,,



> Total estimates

lllicit financial flows (IFFs) official estimates. Totals by year

@
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Midpeint estimates |¢

Another Excel sheet is available

Inward and
outward
IFFs: Two
separate
tables

Total inward IFFs
(DI_ILL_IN)

Trade
misinvoicing
LTHMI

[M#1 - Partner Country
Iethaod [plus]

IH#2 - Price Filter
Method [plus]

for lower and upper bound
estimates.

2023 | 2022

Tax and Aggressive tax
commercial avoidance
IFFs (_TXC) LATA)

I3 - Global distribution
of MME= profitz

[ - MIME= vs
comparable non-MMES
profit shifing

Reporting by IFF subtype and by method. No totals!

Tax evasion by
individuals

LTEV)

M6 - Undeclared
offshore wealth indicator

[ - OfFshore financial
wealth by country

TFARDIFF s TOTAL - Ubservations and comments:

\

Trade
misinvoicing

LTHI

[M#1 - Partner Country
Iethaod [plus]

W32 - Price Filter
Flathed Tl

\ Space for metadata

2023 | 2022




> Metadata compilation
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SDG Indicators Data Reporting Form — Metadata

SDG indicator 16.4.1: “Total value of inward and outward illicit financial flows (in

>4

v

UNCTAD
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(\T(<

currant United States dollars)™.

N .

=> Two templates, each by IFFs subtype e s o

estimates of tax and commereisl illicit financial flows [IFFs) for SDG indicator 16.4.1, specifically
woicing. The information submitted in this form shall refer to tha data submitted

=> Each template to be compiled for each e o s T ST

on trada mi

° L
to deviations from prescribed methodologies and assumptions adoptad at each stage of th
‘estimation process.

countries_for_review FINAL_EN.xlsx". The form shsll ba compilad evan if enly total estimstes

‘Countries are invited to submit informaticn &s detsiled as possible, making partigular ref

oy

a

1. Reported method

1.1, Plesse indicate the method you are submitting information on. If both m
recommended by UNCTAD (Mathod #1: Partner Country Method "plus”,
Prica Filtar Mathod "plus”) have been applied. plaase report hara inform:

* Time covera ge T T e e e
* Geographical coverage
* Products covera g e -
* Estimates granularity (HS level... N

3.1, Please indicate all agencies that contributed to the production of trade ny

* Methodological steps and adjustments R

* Aggregation with other estimates

* Data sources

* Comparability (internal and external)

* Missing values and data quality management
* Suggested data and methodological

adjustments

HUN

trad

& develophent
SDG Indicators Data Reporting Form — Metadata

SDG indicator 16.4.1: “Total value of inward and eutward illicit financial flows (in
current United States dotlars)™.

. Lilicit fnanciats

Medule 2 - Aggressive tax avoidance

This form is dedicatad to the collection of metadata information relatad ta the compilation of
estimates of tax and commercis! iliit finanaial flows IFFs} for SDG indicatar 16.4.1, specifically
an aggressive tax avoidance, The infarmation submitted in this form shall refer to the dats
submitied in the corresponding Excel form "SDG16 4 1 - Data raporting template for
countrias._for_raview FINAL_EN.xisx". Tha form shall be compilad aven if only tatsl astimatas
are being provided in the Excel fila

1o deviations fram prescribed methodologies and sssumptions adapted at each stsge of the
estimation process.

1. Reported method

1.1, Please indicata the method yau are submitting information on. If both mathods
recommended by UNCTAD (Methad #3: Global distribution of MNEs' profits, and Method
#4: MNE vs comparable non-MNE prafit shifting) have been applied, please report here
information related to the application of one method only, and use ancther copy of this

templste to submit details on the application of the ather method.

3. Contributing agencies

31.  Pleaseindicate all agencies that contributed to the production of sggressive tax
avoidance estimstes st any stages of the measurement process.




Thank you

https://unctad.org/statistics/illicit-financial-flows
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