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Unofficial economy — whaolly illegal

i

e.g. thefi, corruption, bribery, organized crime, paid
protection, manufacturing and sale of goods entirely
prohibited, terrorism, smuggling, dummy transactions

Blac:;rmarkm

Sector 1 ﬂ

Sector 2
Agriculture Industry
(e.g. farming, animal (e.g. fuel-cnergy, metallurgical,
husbandry, apiculture, horticulture, electromechanical, chemical, mineral,
viegelable raising; also forestry, and wood and paper, light industry, grocery
fishery) industry, other, also construction)
Services Infermation and knowledge

o (for consumers tr:1':ﬂa.:?riﬂl. trade
irs, tra els; non-
malmrgelf mgm = education,
health protection, sport,
for ueers and business -

tranFor( warehouse L,
inancial a services, 1T,
) neral public — administration
including administrative, national

{e.g. localization, acquisition,
development, retaining, exploiting.
sharing as part of the regime of
economic and institutional incentives,
human resources, innovations and
competitivengss)

—

Official economy (national)

security)

Sector 3 JL

Filter for resources emigration

— * unlawil

L ]
Legal system:
Tax optimization

} :

Unofficial economy — semi-legal
e.g. unregistered operations carried out by househalds,
provision of services and production without
registering/authorization/permits/licenses and their inconsistent
declaration, speculative translations, insider trading®

Tax evasion

N
Grey economy

J

Note: *Insider trading — use of non-public information in transactions relating to
securities of their own companies by persons emploved in the given company (insiders),
or persons having privileged access to it (brokers, auditors)

Source: Raczkowski (2013)
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E verkauft Aktie an

A (zu tieferem

Kurspreis)
1 | |
EJ 1E] EJ > —a—>
E ist rechtlicher e - A IiEdFer‘t Aktie
Eigentiimer der & = und Netto-
A verkauft | aktie. j { I dividende an
Aktie , leer™ T F.Er E'dt D1
an D1 Dividende.
o1—>
D1 ist ¥
wirtschaftlicher 5;
Eigentimer der
Alcie. I
I i
Beide Eigentlimer
cum erhalten eine EX
Steuergutschrift
Finanzamt
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Zeitraum der Neugriindungen

von Offshore-Firmen, die von deutschen
Banken verwaltet wurden
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Figure 6: Money-laundering risks in 15 EU countries, 2015
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Source: Based on the Basel Institute of
Governance’s Anti-Money Laundering Index
2015.'%% The index ranges from 0 (low risk of
money laundering] to 10 (high risk of money
laundering]. The EU average includes all 28
Member States and is not weighted according to
population or other factors
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Table 1. Summary of Annual Average Trade Misinvoicing Figures
from Five African Countries, 2002-2011 1/, 2/
(in millions of U.S. Dollars)
Export Misinvoicing Import Misinvoicing
licit lllicit Gross lllicit
Country Under-Invoicing | Over-Invoicing | Under-Invoicing | Over-Invoicing Outflows Inflows Flows
Ghana 568 =270 -464 221 732 707 1,439
Kenya 1,029 0 -438 42 1,071 438 1,508
Mozambique 140 -79 -247 19 259 326 585
Tanzania 0 -1,034 -1 828 828 1,044 1,873
Uganda 26 -46 0 813 839 46 884
1/ Data for 2011 for Kenya, Mozambigue, and Tanzania was not available at the time of writing.
2/ A negative sign indicates an inflow; a positive sign indicates an outflow.
31 84 8 "4 ? % 4 &"&-&'

Table 2. Summary of the Estimated Average Annual Tax Revenue Loss Due to
Trade Misinvoicing, 2002-2011 1/
(in millions of U.S. dollars or in percent)

Average Average Tax Loss due Tax Loss as a Percent
Country Government Revenue to Trade Misinvoicing of Government Revenue

Ghana 3,494 386 11.0%

Kenya 5,242 435 8.3%

Mozambique 1,793 187 10.4%

Tanzania 3,339 248 7.4%

Uganda 1,916 243 12.7%

1/ Data for 2011 for Kenya, Mozambique, and Tanzania was not available at the time of writing.
) () /
, 6 -
- c2# 0 '$ 7D ()
) / <
3 (A % 4 4 -B-4 ! &"&-&"'
Table 4. Kenya: Trade Misinvoicing Vis-a-Vis the World, 2002-2010
(in millions of U.S. dollars) 1/

Export Misinvoicing |Import Misinvoicing Gross Gross Gross
Under- Over- Under- | Over- Illicit Illicit Gross flows as | flowsas | flows as
Invoicing | Invoicing | Invoicing |Invoicing | Outflows | Inflows | lllicit Total | Total |percentof |percent of | percent of

Year (A) (B) (C) (D) (A+D) (C+B) Flows GDP Trade | ODA GDP Trade ODA
2002 1,698 0 0 45 1,743 0 1,743 13150 5,361 393| 13.25%| 32.51%| 604.24%
2003 1,084 0 -592 0 1,084 592 1,676\ 14900 6,137 523 11.25%| 27.31%| 523.64%
2004 1,920 0 -861 0 1,920 861 2,781 16,00| 7,237 660| 17.27%| 3B.43%| 590.76%
2005 846 0 -388 0 846 388 1,234| 18,700 9442 759 6.60%| 13.07%| 236.43%
2006 756 0 -143 0 756 143 899 22,500( 10,748 947 4.00% 8.36%| 115.77%
2007 702 0 -555 0 702 555 1,257| 27,240| 13,069 12327 4.61% 9.62%| 151.99%
2008 844 0| -1,095 0 844 1,095 1,939 30,500 16,047| 1,366 6.36%| 12.08%| 203.10%
2009 715 0 -305 0 715 305 1,020| 30,600| 14,670 1776 3.33% 6.95%| 83.28%
2010 695 0 0 332 1,027 0 1,027| 32,200| 17,224 1,629 3.19% 5.96%| 88.49%
Average 1,029 0 -438 42 1,071 438 1,508 22,877 11,104| 1,042 71.76% 17.14%| 288.63%

Cumulative 9,260 0] -3939 377 9637 3939| 13,576| 205,890 99,934| 9,379

1/ Outflows (export under-invoicing and import over-invoicing) have a positive sign whereas inflows (export over-invoicing and import under-invoicing) have a negative

sign. Estimates of misinvoicing are based on export and Import of commodoities reported by all member countries to the United Nations for publication in the

Commodity Trade database (UN Comirade). Captial flows due to frade in services are not included in the above estimates.
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