Tier re-classification request

Indicator Number and Name:  
SDG 16.4.1: Total value of inward and outward illicit financial flows (in current United States dollars)

Custodian agencies: United Nations Conference on Trade and Development (UNCTAD) and United Nations Office on Drugs and Crime (UNODC)
Current Tier: III
Proposed Tier: II

1. Background and rationale for indicator re-classification
· The custodian agencies held two expert consultations in 2017 and 2018, and as a result, established a joint statistical Task Force on the statistical measurement of IFFs. The Task Force involves statisticians representing national statistical offices (NSOs), central banks, customs and tax authorities, as well as other relevant experts. 
· In parallel, studies were undertaken that assessed data availability and existing methods of measuring IFF with a focus on the applicability in developing countries, as well as their suitability to produce statistics at the country level in a meaningful way.
· In July 2019, the task forced reached consensus on the statistical definitions and typology of IFFs and agreed on a common approach to construct the indicator. This approach  identifies the main types of IFFs to be measured and lays out a statistical measurement of IFFs based on existing statistical definitions, classifications and methodologies, in line with the Balance of Payments (BoP) and the System of National Accounts (SNA).
· The agreed approach and specific methodologies were piloted in a number of countries. The pilots yielded preliminary results for Afghanistan, Colombia, Ecuador, Mexico, and Peru, as well as at the sub-regional level for selected activities (wildlife goods and trafficking in persons). The pilots are still on-going but the information collected allowed to assess the feasibility of the  definitions and measurement approaches.
· During the pilots and during studies conducted in the context of the expert consultations, existing international data collection streams which can form the basis for the construction of the indicator were identified.

2. Information on how and when the methodology has become an international standard and who is the governing body that approves it
After the expert consultations in 2017 and 2018, the methodology was developed under the joint UNCTAD/UNODC Task Force on the measurement of IFFs. The methodology builds on statistical concepts and methodologies applied in the BoP and SNA, and the activities generating IFFs as identified in the international classification of crimes for statistical purposes, endorsed by the United Nations Statistical Commission (UNSC) in 2015. 

The issues related to IFFs have been discussed by the UNCTAD Development and Trade Board and the UNODC Commission on Narcotic Drugs and the UNODC Commission on Crime Prevention and Criminal Justice.. 

3. Development and testing of the methodology (please also include information on how NSSs, and in particular NSOs, are involved in methodology development, data collection and data validation)
The custodian agencies established a joint Task Force on the statistical measurement of IFFs, composed of statistics experts from Brazil, Colombia, Finland, Ireland, Italy, Peru, South Africa and United Kingdom from NSOs, Central Banks, Customs and Tax Authorities, as well as ECA, Eurostat, IMF, OECD and UNDESA Statistics Division. The Task Force held several web conferences and met in Geneva, on 16-17 July 2019, to discuss its proposal. Since 2017 and 2018, UNODC and UNCTAD have engaged with ECA and ECLAC to develop countries’ capacity to compile statistics on IFFs, and to test methodologies. NSOs are the main contact point and the coordinator of work with other national agencies that have necessary data and expertise. Pilot studies are being conducted in Afghanistan, Colombia, Ecuador, Mexico, Peru and Panama, and have been  initiated for selected countries in Central Asia and South-eastern Europe. The general approach has also been tested at the sub regional level in Africa and Asia.

4. Results of the pilot studies and list of countries consulted that are regionally representative
The Task Force analysed the findings of IMF and Eurostat inventories of national practices to measure the underground, illegal or informal activities, as these may generate IFFs noting that over 60 per cent of countries collate some relevant data, however, typically not covering all IFFs. Italy and Brazil have carried out pioneering work to test methodologies on tax and trade related IFFs, as well as on drug markets. Country pilots have been launched in Colombia, Ecuador, Mexico and Peru jointly with the UNODC-INEGI Centre of Excellence on Crime and Statistics, and in Nigeria and Tanzania jointly with ECA and the Thabo Mbeki Foundation, and in partnership with the African Union. The pilots provided important input and feedback for the development of the indicator metadata, the statistical concepts and definitions, classifications, data collection mechanisms and methodologies. 

5. Confirmation/explanation of joint submission with other partner/co-custodian agencies (if applicable)
The custodians developed the methodology with the Task Force and jointly with ECA and ECLAC.

6. Conclusion
[bookmark: _GoBack]It is considered that the methodological developments for the indicator 16.4.1 meet all the requirements to be classified as Tier II:
· A methodology was developed under the joint UNCTAD/UNODC Task Force. 
· The methodology builds on statistical concepts and methodologies applied in the BoP and SNA, and the activities generating IFFs as identified in the international classification of crimes for statistical purposes, endorsed by the United Nations Statistical Commission (UNSC) in 2015. 
· The general approaches have been tested for selected types of IFF at the country level.
· International data collection efforts have been identified that represents  the basis for calculating IFF.
The Task Force will continue its work to support countries in national data collection and compilation with a view to developing a White Paper towards a Statistical Framework for the Measurement of Illicit Financial Flows, to be submitted to the UNSC for discussion and review.
