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(JQuestions

1 What is the meaning of Financial Secrecy ?

(1 How many billions of dollars African Countries lost annually through

illicit financial flows ?
v" $100 billion
v" $50 billion

v' $30 billion

 Where is Corruption ?




Concepts

Financial Secrecy

Refusal to share financial
information with legitimate
authorities

* Bank secrecy
e Corporate secrecy

* Non-cooperation

“In Africa, estimates suggest that as much as $50 billion is lost annually through illicit financial flows”

[llicit Financial Flows

Proceeds of crime or
corruption

Tax evasion, tax
avoidance and tax
planning

Hidding wealth from
public agencies, business
associates, or family
members

Offshore activities
Opacity

Complexity of the
structures

Difficulties and
divergences in
interpreting the Law

Weak political support
for the Law enforcement
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Where is

. )?
corruption !

% .

Corruption Perception Index
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Financial Secrecy Index

O 112 Jurisdictions including 9 African Countries
O Sources of Data : official and public reports by the OECD, the associated Global Forum, the FATF, the IMF, the IBFD, PwC, Lowtax and
Surveys (sent to the Ministries of Finance and the Financial Intelligence Units).

L 20 Financial secrecy indicators (KFSIs). W e

AFRICA

Ownership Registration Legal Entity Integrity of tax and financial International Standards
Transparency regulation and Cooperation D 2 Components :
1 |Banking secrecy 6 |Public Company 11 [Tax Administration 17 |Anti-money ‘
Ownership Capacity Laundering SCCI’CCY Score

2 [Trusts and 7 |Public Company 12 |Consistent Personal 18 |Automatic '
Foundations Accounts Income Tax Information
Register Exchange

3 Recorded. Company | 8 [Country by . 13 Av0|f:|s Promoting Tax 19 |Bilateral Treaties R o Global Secrecy Weight (share Of exports Of ﬁnancial services)
Ownership Country Reporting Evasion ..

4 |Other Wealth 9 |Corporate Tax 14 [Tax Court Secrecy 20 [International Legal
ownership Disclosure Cooperation

5 [Limited Partnership |10|Legal Entity 15 [Harmful Structures D Formula :
Transparency Identifier P,

pare 3
16 IPublic Statistics transparen FSI12018; = SSl3 *JGSW; = Cube of the SS * Cube root of the GSW




The FSI Performance of African Countries
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Jurisdiction

Secrecy
Score

Global Scale
Weight

27 Kenya
38 Liberia
49 Mauritius
50 South Africa
75 Tanzania
77 Seychelles
95 | Ghana
103 Botswana
tie | Crmtb
B e = Average FSI Value
S &
& Lowest FSI Value in the
Whole Sample

378.34

277.28

223.47

216.43

128.91

125.26

68.85

39.44

3451

165.83

16.53

1.19% 80.05
0.87% 79.7
0.70% 72.35
0.68% 56.1
0.40% 3.4
0.39% 75.2
0.21% 61.75
0.12% 68.73
0.10% 76.63
Average FSI Share
Highest FSI Value in the
Whole Sample

0.04%

0.01%

0.02%

0.18%
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0.00%
0.00%
0.00%
0.00%
0.00%

0.52%

1,589.57



What does the FSI offer?

Global B v cfofefefelnfvfofwfufujnfofrfafufsfrjvfv]|w
NARRATIVE REPORT ON TAIWAN Taiwan in most cases the data cut-offpant 7
o 2 Secrec) Sl:ale5 e | Taan
Jurisdiction FSI - Value® FSI Share Score’ Weight' 47 e gnemown e 2 lufo 0o NomGrop _ Cateoy Qusion CounyComtry oy 04 Dt T DDt T
PEn SR Rt Chioese (e, Tameanese e
& Switzerland?® 158957  15.01% 76 4.50% BRE R e e T e [ osubod iice 0 o i
H 5 5 PART 1: NARRATIVE REPORT Rank: 8 luman Development | WGl Ppdter 10 T NS O ek
2 + usa? 120847 4.09% 60 22.30% " R e o ienmeny s e [ 5 tscuceed i o S ek
3 1 1.267.68 3.99% 72 3.78% g g e (01 mary year s managed 1o successhlly Bl RAEmIESRAST bl 9 Oniduesnl gl 0 T WIS OA Wbk
4k ) 124367 3.92% 7 4.16% A — ot g gostroent |0 et G, T NS ot
..% Hong Kong’ 2017 with the publication ofthe analyssof ofshore sinks and condits bl Dssoken0ne 2 ST T—
5 N B To8T58 YL 52 e Compied by the CORPNET group, of researéhers at the Unverdy o ED J
. & singapore’ 106190 Ath ol Armsterdam. Researchers found that Taan was 2 sgificant sink Fen b|  § Meschahmdi etymetbda s opret T .
6 B { yrembourg? 975.91 3.07% 58 12.13% T | ] == 1 Wbsosheaiene Sy
H ‘e missed out Taan 2 the country does not partcoate in B IR ket
7 [0 2 768.95 2.42% 59 5.16% S e s o G, 108 et paiclpre n (ME L
- Gemoany " 2 bk e 2T o SC Nk
8 . % Taiwan® 43,37 2.34% 7% 0.50% eearepers o oS o Tovan I the ofshore word the | 5 Wkibkoon boned D10 T L NP R 26 28 )
9 X Uniteg Arab Emirates 66114 2.08% 84 0.14% e rmsnce of an s en by aanese g <a 5 bkeloro e 2T Tim A A ot
(Dubai)** i Eé’;”{,::";?f;.iéﬁfﬁf"néﬁgm'li’ém'ﬁéné o i throush Y " |4 wdeimenigets D IV SC Ok
/- Guernsey? 658.91 2.07% 72 0.52% rioean tands e YC| G et - 6| 5 Whibkigopidsn W T ¢ IV Wk
i o o Citio the amoun ofdat we Coud o e oty wos 100 poo  of the Il % Sbibkixopnies 2 VIS ik
X Lebanon? 44,41 2.03% 72 0.51% for i o malke 1t onto our mai ranking, This year, having undertaken a TR T
! ol eviws of Taian' Iega Sstem the country makes t I o the 105 Chart 2. How Big? e |
X Panama® 625.84 1.97% ” 0.26% = | B bt MG 2T
e i N W 0 BcDibentt WDngC 27TH
apan? 623.91 1.96% 60 2.23% I 1|
r 2 598.80 889 66 0.90% ernorefranatfuines i T i | 5 Dbt W 2T
% Netherlands’ 1.88% -90% I )| W bcDikemt Mo T
15 Thailand 550.59 1.73% 80 0.12% poltical ificuies with china Q e B 0 Wbkt el 0 WV U G W
16 1502.75 1.58% 69 0.37% which would like to do cross-strait business often set up ofishore e O DIthchbol (DG 2W i
L} " 5| 8 WbibtdentieGos I Tina
ther crossstrait businessoperations. I, | 1\ 2N ks
17 490.70 154% 78 0.11% i oshore ade was fciated by Tawaneese “Oereas Banking L4 Com | f—=— . 8 3 Wistabealligd| TV e W0 e
: : Ve i 1583 . % | 5 bttt et W T S
2 43621 :35%) 63 0:38% ) 8 W 0 Ownien O Madeis 00T
19 429 00 1.35% 84 0.03% individuls o rad i orign currency unis ia Tawanese barks with " Eu‘f,: ?,“::.:“::z“:;‘.w Servics Providers (Firms) 55 8|2 0 Owriew Ov B Curs 20TW T sl e R Vggingpd
20 42631 1.34% 61 0.71% |55 e wdtashie 210 ooyt oSN XSRS Mg
21 42584 1.34% 55 1.74% 1 e . | 0 20 O Ot o NS o 20
5 5 B e e e e Haboce Somnoed 2| 2630 Owiew On B NF 20D oo Sarcakeomndescom e O e kgl Moging
22 X 424.91 1.34% 68 0.23% Companies were able 10 use OBUS vi thel afishore subsidiaries and | 1 10 Oenie OB DD it oo XNt ik e Mg
23 |+ United Kingdom? ~ 423.76 1.33% 42 17.36% o e e e o o i serveen e (| 0 Oenen OB D oo XNt kB Mg
24 404.44 1.27% 61 0.54% . 2 | 8 53 Oeie OB AT oy v e s g -
25 404.17 127% 52 2.52% S = s 2 N | B0 30 Owriew OnBadk Tkt 2TTW T VTN 5
: ' BN EmNEVSIG IR 200 1| B 0 Owriew On Bk lownéd TTH T VS Lroné 208521

TAX JUSTICE

Ranking Narrative Reports Technical Reports
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Open Data s
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https://www.financialsecrecyindex
.com/database/menu.xml

S = FSI 2013 FS1 2015 FS1 2018
GEEEENOO e ® O 0aD 00 o o o

» § % I3 %o e e e e,
= i = i
Market share of financial services e = !
o SMALL LARGE = H ' -

" 00 0 CHOOD OGS © NEIENEENCOMIODE O H

w tod ot ot w2 E"' = : /:/
Full Secrecy Score 7 P W E
= e TRANSPARENT SECRET = —=
@oeneanc T : } E E
@ = E g
H= ~ R
All 20 KFSI Indicators H=S n 2 o=
+ - %« -

Interactive Map Archive to track progress/worsening
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Context

“By 2030, significantly reduce illicit financial and arms flows, strengthen the recovery and
return of stolen assets and combat all forms of organized” UN Sustainable Development
Goals, target 16.4

" Increasing interest in estimating the magnitude of IFFs (data problems, large error margins).
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® Failure of attempts to create ‘tax haven’ blacklists by international organisations.

" Unhelpful simf)lification of a complex issue when attempting to separate ‘tax havens’ (bad
actors) from all others (good actors, by implication).

" Motivation: identifying channels responsible for most IFFs in individual countries, and
which economic partner jurisdictions are relevant for curtailing them.




Contributions

> Creating proxies for IFF risk combining bilateral data on trade,
investment and banking stocks and flows, with measures of financial
secrecy in the partner jurisdiction.

» Allowing granular comparison of IFF risks across countries and major

IFF channels.

» Offering clear signposts guiding individual country’s audit activity and
international tax policy and negotiation priorities.




Methodology

Let’s assume:

= i €{1,...,I} = reporting country

j €{1,...,]} = partner country

t €{2008,...,2018}= year

" Xijt =flow or stock value of cross-border transaction between reporter i and partner j at time t W v

AFRICA

" Yt = GDP of reporting country i at time t

" §S; = Secrecy Score (or individual KFSI) of partner country j

Vulnerability = L S Xu - S8, Intensity = T Xy Exposure = Ei=Vi-I
it — it = T~ J J
I Z'jlzl Xijt Yit _ Zj:l Xiji - 555 _ M’J/’
=X Yit
J
_ 2j=1 Xijt - 55;

Yit




Data Sources

" Period: 2008-2018
" Data on banking positions: Bank for Data llmltatlons 1n Afrlca !!!

International Settlements

IFF Channel / Dataset Number of African Coverage
" Data on direct investment positions: IMF’s reporter jurisdictions (%, out of
with data at least one 60)

Coordinated Direct Investment Survey b tion 2008-2018*
opservaton -

" Data on portfolio investment holdings: the [EXport 42 710.0%
Import 42 70.0%

IMF’s Coordinated Portfolio Investment Survey |[Epiinward 1 35 0%
(CPIS) FDI Outward (derived) 60 100.0%
Banking Claims ap 1.7%

® Data on trade: UN Comtrade database Banking Liabilities <D 1.7%
Portfolio Assets <€D 5.0%

" Data on countries’ GDP: World Development [p_ 7o fip
Indicators of the World Bank (derived) 59 98.3%

*if secrecy scores of partner jurisdiction is also available.

® Data on Financial Secrecy Index: T]N



Findings: Africa’s vulnerability and exposure to 1FFs
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Findings: Africa’s vulnerability and exposure to I[FFs (2008-2018)
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Africa’s vulnerability and exposure to IFFs through Trade in Goods
(2016)

Illicit motivations: Tax, Money Laundering, Corruption (Pricing, Quantity, Quality of traded
goods in customs declaration forms; Bribing or putting pressure on custom officials).

Imports Exports
Brazil Brazil
Russia Canada
Belgium Botswana
Japan Turkey
United Arab Emirates South Africa
Netherlands Netherlands
Italy Italy
India China
United States of America India
China United States of America

0.00% 5.00% 10.00% 15.00% 20.00% 0.00% 2.00% 4.00% 6.00% 8.00% 10.00%



Africa’s vulnerability and exposure to 1FFs through Foreign
Direct Investment (2016)

[licit motivations: Tax, Money Laundering, Corruption (profit shifting and base erosion techniques, questionable
y g p p g | |
positions in tax returns, Hiding origin of proceeds of crime, Omission of identities behind foreign investor).

France

India

Bermuda

South Africa

Singapore

United Arab Emirates
Cayman Islands

United Kingdom

United States of America
Netherlands

Inward FDI

0.00% 2.00% 4.00% 6.00% 8.00% 10.00% 12.00%

Luxembourg

United States of America
Belgium

Thailand

Hong Kong

Indonesia

Singapore

Mauritius

China

India

0.00% 5.00%

Outward FDI

10.00%

15.00% 20.00% 25.00% 30.00%



Africa’s vulnerability and exposure to IFFs through Financial Assets

(2016)

Illicit motivation: Money Laundering

Portofolio Investment Assets

Guernsey

Singapore

Hong Kong

Bermuda

Germany

Ireland

Luxembourg

United States of America
United Kingdom

India

0.00% 5.00% 10.00% 15.00% 20.00% 25.00% 30.00% 35.00%

Portofolio Investment Liabilities (derived)

Cayman Islands
Norway

Saudi Arabia
Germany

Japan
Netherlands
Ireland

United Kingdom
Luxembourg

United States of America

0.00%

10.00%

20.00%

30.00%

40.00%
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Africa’s vulnerability and exposure to IFFs through Banking deposits
(2016)

Illicit motivation: Tax, Money Laundering, Corruption (Omission of transfers and/or foreign assets and/or income
in tax returns, Thin capitalization, Hiding the origin of proceeds of crime and Corruption).

Banking Claims (derived)

Belgium
Netherlands (? e
Taiwan

Isle of Man

Germany

France

Hong Kong

United States of America
Switzerland

United Kingdom

0.00% 5.00% 10.00% 15.00% 20.00% 25.00% 30.00%




Country-risk profile : Burkina Faso

Table: Vulnerability of Burkina Faso’s Exports in 2016 Table: Vulnerability of Burkina Faso’s Inward FDI foreign direct investment
stock in 2016

Burkina Faso -
Rank Country Secrecy Vulnerability Exports Share of — Burkina Faso
Score Share (m) (USD) Exports Jurisdiction SS Inward FDI Stock (USD) VulShare
1 Switzerland 76 70.8% 1495.7 65.0% .
2 Singapore 67 9.6% 230.1 10.0% Canada 55
3 India 52 4.2% 130.0 5.6% .
4 South Africa 56 3.2% 90.9 4.0% France 52 177313974 8%
5 Ghana 62 2.3% 59.0 2.6% |S|e Of Man 64 68723469 4%
© France >2 2.1% 63.9 2.9% United Kingdom 42 -70997485 3%
7 China 60 1.6% 41.9 1.8% India 52 40579082 2%
8 Greece 58 1.5% 43.1 1.9% .
United
9 Kingdom 42 1.0% 37.5 1.6% Ghana 62 10522086 1%
10 Denmark 53 0.8% 25.8 1.1% Luxembourg 58 8876875 0%
Overall vulnerability of exports Overall Vulnerability Q TLSTIEE
70 Inward FDI 63 gie
Table: Vulnerability of Burkina Faso's Outward FDI foreign direct investment Table: Vulnerability of Burkina Faso's Portfolio Investment Liabilities (derived)
in 2016 in 2016
Burkina Faso Burkina Faso
Jurisdiction SS Outward FDI Stock (USD) VulShare Jurisdiction SS Portfolio Liabilities (USD)  |VulShare
Singapore 67 6983337 60% France p2 24776621 e7%
China 60 1221943 9% United Kingdom 42 8242340 18%
. -Iﬂ Guernsey 72 1672000 6%
USA 60 1000000 8%‘ Jersey 65 1230200 4%
Luxembourg 58 682021 5% Switzerland 76 784449 3%
Italy 49 660056 4% Luxembourg 58 336331 1%
Belgium 44 -632460 4%
Poland 57 -119637 1%
Cyprus 61 -12017 0%
Overall Vulnerability Overall Vulnerability Portfolio
Outward FDI 64 Investment Liabilities 52




Preliminary Conclusion

At Present

* Macro data driven analyses enable strategic and tactic orientation across a number of government
adn)nmstratlon departments (tax admin, central banks, financial intelligence units, customs/police,
etc.

e capacity building priorities (human and other resources)
* policy priorities (incl. treaty negotiation, anti-avoidance measures)

* audit priorities W

* E.g. through checkup of current priorities/focus through country risk profiles (e.g. Burkina Faso,
South Africa)

In Future
e Complement secrecy driven analyses with specific corporate tax haven indicators

* Partnering with tax administrations in Africa for advancing micro-/transaction level risk analyses -
e.g. with customs transaction level data, corporate registry data, tax returns, suspicious transaction

reports, etc. ﬁ



Stop the Bleeding Campaign
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Campaign to End Illicit
Financial Flows From

Africa

Stop the Bleeding !

Sign the

petition

&

http://stopthebleedinga
frica.org/sign/
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Further information :

maimouna@taxjustice.net

HANKS FOR YOUR ~ https://www.financialsecrecyindex.com/

ATTENTION !!!

https://www.corporatetaxhavenindex.org/

https://www.taxjustice.net/

© Tax Justice Network Africa (TINA)
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