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Background note

The Financing for Development outcomes stress the importance of domestic public resource
mobilization for development (as discussed in Round Table A). Increasing revenue mobilization
ability is not enough if countries’ resources are simultaneously drained as a result of illicit activity.
The Addis Ababa Action Agenda (Addis Agenda) and the 2030 Agenda for Sustainable Development
call for the strengthening of the rule of law and combatting corruption at all levels, as well as the
elimination of illicit financial flows (IFFs). The Addis Agenda also commits Member States to strive to
eliminate safe havens that create incentives for IFFs and the transfer abroad of stolen assets, as well
as calls for the development of good practices on asset return.

This round table will build on the discussion on IFFs held during the special meeting of ECOSOC on
international cooperation in tax matters, which was held on 7 April 2017. It will focus on steps
towards improving information about IFFs and using that information to effectively target
compliance and enforcement action, as well as seizing and returning stolen assets.

A High Level Panel on lllicit Financial Flows from Africa was convened in 2012 in response to a
mandate from the African Union/Economic Commission of Africa Conference of Ministers of
Finance, Planning and Economic Development. Its 2015 report estimated that Africa lost in excess of
S50 billion annually from goods trade mis-invoicing between 2000 and 2008. The Addis Agenda
noted that report and invited other regions to carry out similar exercises and suggested that
appropriate international institutions and regional organisations should publish estimates of the
volume and composition of IFFs. Since 2015, UN-ECA has convened a multi-stakeholder consortium
to stem IFFs in Africa, to leverage partnerships and provide overall strategic direction to efforts to
reduce IFFs from Africa, while also beginning a new series of research to estimate illicit outflows
from Africa through other channels.



There is also a need to tackle IFFs through stronger enforcement of tax and crime issues. The most
recent OECD Oslo Dialogue on Tax Crime in September 2015 promoted whole-of-government
approaches to tackling financial crimes, encouraging inter-agency and international cooperation. The
host of that dialogue, the Netherlands Tax and Customs Administration, has a well-developed
national cooperation approach involving the police, public prosecutor’s office, the financial
intelligence unit, the financial regulatory agencies, the central bank and other agencies, which is
complemented by international cooperation efforts.

Assets that stem from IFFs involving the proceeds of corruption are referred to as stolen assets. The
return of stolen assets to their countries of origin is provided for under the United Nations
Convention Against Corruption as a fundamental principle under international law. Since the 2002
Monterrey Consensus, progress has been made in all aspects of the process, including seizure,
confiscation, management, return and disposal of stolen assets. Despite these efforts, only small
amounts of resources have been returned to the countries of origin. The government of Nigeria has
spent many years trying to recover billions of dollars that have been stolen by corrupt officials in
connivance with corrupt businesses. They have called for greater accountability of both the officials
and of the recipients of the stolen funds in other jurisdictions.

Civil society has been instrumental in bringing more attention on the issues of tax avoidance, tax
evasion and IFFs. More than simply lobbying governments, NGOs have worked with the academic
community to pioneer research on measuring different components of illicit finance, and to devise
proposals for addressing the gap. The Tax Justice Network did much of the early work developing the
proposal for country-by-country reporting for multinational enterprises, and continues to work with
a broad array of civil society organisations on many of the potential policy reforms, such as
information exchange and beneficial ownership transparency, which they consider essential to
eliminating the safe havens that create the incentives for the transfer abroad of stolen assets and
IFFs. They argue that ending the secrecy of jurisdictions, large and small, is critical to fairness in the
international financial system.

Guiding questions

1. What are the right policy measures at the national and international levels for attacking IFFs at
different stages, including the source (where the money is earned), at the transfer (i.e. through
trade, capital transactions, or transfer mis-pricing), or at the destination (where the money is
used)?

2. While there is no intergovernmentally agreed upon definition of IFFs, many international
organization have initiated important initiatives to combat them. How can these efforts best
work together to avoid duplication of efforts keeping in mind the respective mandates of their
organizations?

Further reading

Note by the Secretary-General on “Financing for development: progress and prospects”
(E/DDFD/2017/2), paragraphs 31-34.
http://www.un.org/ga/search/view doc.asp?symbol=E/FFDF/2017/2.




Financing for development: Progress and prospects, 2017 report of the Inter-agency Task Force on
Financing for Development, chapter Ill.A Domestic public resources, pgs. 40-44.
http://developmentfinance.un.org/financing-development-progress-and-prospects-2017.

Online annex of the Inter-agency Task Force on Financing for Development, lllicit financial flows,
http://developmentfinance.un.org/illicit-financial-flows.

Online annex of the Inter-agency Task Force on Financing for Development, Return of stolen assets,
http://developmentfinance.un.org/return-of-stolen-assets.
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