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Summary 

Illicit financial flows (IFFs) continue to diminish fiscal space and exacerbate the risks and 

vulnerabilities arising from increased debt and illiquidity. They also distort trade systems; undermine the 

rule of law and governance conditions; and deprive economies from resources needed to finance national 

development plans and socioeconomic responses and to fulfill the commitment to achieve the Sustainable 

Development Goals. IFFs have been identified as a core area of work for the United Nations in the 2020 

Quadrennial comprehensive policy review of operational activities for development of the United Nations 

system and a priority area of action in the United Nations Secretary-General’s Road Map for Financing 

the 2030 Agenda for Sustainable Development (2019-2021). 

The Financing for Development in the Era of COVID-19 and Beyond Initiative endorsed 40 IFF-

related policy options to address the systemic challenges imposed by IFFs on financing sustainable 

development. Six inter-agency and multi-stakeholder clusters led by the United Nations regional 

commissions were established with the purview of advancing the implementation of the menu of policy 

options. 

This document provides a synopsis of the work that has been undertaken by Cluster V, led by the 

Economic and Social Commission for Western Asia (ESCWA) as coordinator, and the policy 

interventions being advanced to anchor the menu of policy options that have received the highest political 

support at the regional and national levels. It also highlights the prospective outcomes that are being 

implemented in cooperation with the United Nations Sustainable Development Group entities, and other 

relevant institutional stakeholders, notably with respect to measuring IFFs at the national levels; 

establishing a UN-wide vision to clamp down on IFFs; addressing tax challenges arising from digitization; 

and organizing the high-level events being contemplated to address those dimensions. 
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Introduction 

1. Within the context of the Initiative on ‘Financing for Development in the Era of COVID-19 and Beyond’ 

(FfD Initiative), regional commissions have been tasked to lead and advance work on illicit financial flows 

(Cluster V-IFFs). In its capacity as coordinator of Cluster V, the United Nations Economic and Social 

Commission for Western Asia (ESCWA) developed an integral workplan in cooperation with the other four 

regional commissions for Africa, Latin America and the Caribbean, Europe, and Asia and the Pacific, alongside 

entities of the United Nations Sustainable Development Group (UNSDG). 

2. The workplan devised aims to develop new work modalities among the various United Nations agencies, 

funds, programmes and offices to curb different aspects of IFFs. The purpose is to maximize impact and anchor 

the United Nations interventions at the regional and national levels. Equally, the workplan aims to influence 

global IFF workstreams, respond to the urgency of the health hazard, build resilience and post pandemic 

recovery. The workplan seeks to: (a) respond to the urgency of implementing the IFF-related menu of policy 

options proposed by the FfD Initiative and deliver actionable measures at national and regional levels; (b) 

leverage the United Nations technical and policy work and translate it into more responsive outcomes at the 

national levels; (c) raise the visibility of the work effected on IFFs through milestone events (high level 

meetings, regional and other platforms for consultation, etc.); (d) advance the menu of policy options; and (e) 

roll out concrete products to curb IFFs in coordination with the United Nations country teams (UNCTs). 

3. This document showcases the work undertaken by the regional commissions and UNSDG entities in the 

period January-September 2021 to advance concrete actionable outcomes in implementing the IFF-related 

menu of policy options. It also provides a synopsis of the IFF-related menu of policy options to inform member 

States of the outcomes and deliverables expected from adopting an integrated approach in the context of the 

FfD Initiative. 

 Objectives of the workplan 

4. The workplan aims to advance the implementation of the Addis Ababa Action Agenda (Action Area A: 

Domestic public resources) and to follow through the commitment to redouble efforts to substantially reduce 

IFFs by 2030. It takes cue from the United Nations Secretary-General’s Strategy and Roadmap for Financing 

the 2030 Agenda for Sustainable Development (2019-2021), notably with respect to influencing international 

and national policymaking to create systemic linkages between combating IFFs and achieving SDGs.  

5. The menu of policy options developed by the FfD Initiative clearly identifies the financing priorities in 

this domain, particularly in the context of COVID-19 response and recovery. In this regard, the 2020 

Quadrennial comprehensive policy review of operational activities for development of the United Nations 

system provides guidance on the convening role of the United Nations in scaling up the financing needed for 

the 2030 Agenda. The workplan recognizes the 14 recommendations aiming at reforming, redesigning and 

revitalizing the global architecture to effectively foster financial integrity for sustainable development, as set 

out in the Report of the High Level Panel on International Financial Accountability, Transparency and Integrity 

for Achieving the 2030 Agenda (FACTI Panel) (February 2021). It also recognizes the intergovernmentally 

agreed conclusions and recommendations of the 2021 Economic and Social Council Forum on Financing for 

Development Follow-up, particularly those related to combating IFFs. 

  

https://undocs.org/A/RES/69/313
https://www.un.org/sustainabledevelopment/wp-content/uploads/2018/09/SG-Financing-Strategy_Sep2018.pdf
https://www.un.org/sustainabledevelopment/wp-content/uploads/2019/07/UN-SG-Roadmap-Financing-the-SDGs-July-2019.pdf
https://undocs.org/en/A/RES/75/233
https://undocs.org/en/A/RES/75/233
https://uploads-ssl.webflow.com/5e0bd9edab846816e263d633/602e91032a209d0601ed4a2c_FACTI_Panel_Report.pdf
https://www.un.org/development/desa/financing/sites/www.un.org.development.desa.financing/files/2021-04/E-FFDF-2021-L1.pdf
https://www.un.org/development/desa/financing/sites/www.un.org.development.desa.financing/files/2021-04/E-FFDF-2021-L1.pdf
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 Scope and mandate of Cluster V 

6. Cluster V mandate covers the work advanced on IFFs, both within and outside the United Nations 

system, including inter-alia the work of: the Inter-Agency Task Force on Financing for Development (IATF-

FfD) which issues annual global Financing for Sustainable Development reports; the Economic and Social 

Council Forum on Financing for Development Follow-up, which issues annually intergovernmentally agreed 

conclusions and recommendations; the High-level Panel on Illicit Flows from Africa (Mbeki Panel);1 the 2019 

High-Level meeting on International Cooperation to Combat Illicit Financial Flows and Strengthen Good 

Practices on Asset Returns convened by the President of the General Assembly; and the General Assembly 

High-Level Dialogue on Financing for Development. Cluster V also factors several workstreams relevant to 

combatting IFFs, including the work of the United Nations Committee of Experts on International Cooperation 

in Tax Matters; the FACTI panel; the Organisation for Economic Co-operation and Development (OECD)’s 

Inclusive Framework on Base Erosion and Profit Shifting (BEPS); the ongoing negotiations on taxing rights 

and taxing the digital economy; the work of the Financial Action Task Force (FATF) on money laundering; 

and the work of the United Nations Office on Drugs and Crime (UNODC) and the United Nations Conference 

on Trade and Development (UNCTAD), which are the custodians of SDG 16.4.1.  

7. A plethora of norms, standards and initiatives to combat IFFs has been developed organically in 

plurilateral settings by various institutions, countries, United Nations agencies, panels and conferences of 

States parties to legally binding conventions and multilateral instruments (including the United Nations 

General Assembly Special Session on Corruption, held in May 2021), which call for maximized policy 

coherence to curb financing leakages that could have otherwise been vested to improve SDG outcomes. 

Accordingly, Cluster V benefited from the work undertaken by the United Nations development system 

(UNDS) entities and supporting networks, including civil society groups, and is in full synergy with the 

positions and planned activities of other clusters advancing other areas in the context of the FfD Initiative. 

Regional and national contexts are factored across the thematic incidence and purview of Cluster V which 

takes into consideration special country needs, noting the primacy of Resident Coordinator Offices and UNCTs 

in delivering concrete actionable outcomes on the ground and communicating national priorities. Regional 

commissions and supporting networks provide the necessary normative policy guidance to strengthen the 

national-global interface based on the 2016 Statement of Collaboration between UNDG and Regional 

Commissions.  

8. The 40 IFFs-related policy options spelled out in the FfD Initiative, are grouped under eight thematic 

areas, with interlinkages across the entire spectrum of issues being dealt with under the purview of the five 

clusters. For the purpose of advancing those policy options, the workplan devised by Cluster V recognizes that 

some aspects of the policy to combat IFFs involve several national actors requiring perpetual cooperation that 

transcends national borders. However, not all policy choices intended to combat the different forms of IFFs 

acquire equal precedence, nor do they necessarily receive multilateral consensus or garner the critical mass 

needed to effectively enforce them.  

9. To date, however, there is no agreed definition of what constitutes “illicit financial flows”.2 A conceptual 

framework for IFFs, including a concise definition and typology of the scope of measurement, was submitted 

to the Inter-agency and Expert Group on SDG Indicators (IAEG-SDGs), which develops the global SDG 

indicators framework. In October 2019, the IAEG-SDGs endorsed a reclassification of the global SDG 

indicator to Tier II,3 signifying that it is conceptually clear and has an internationally established methodology 

                                                      
1 The High-level Panel on Illicit Flows from Africa is known as Mbeki Panel as it is chaired by Thabo Mbeki, former President 

of South Africa. It issued a report on illicit financial flows in 2015 entitled “Track it, Stop it, Get it”. 

2 Inter-agency Task Force on Financing for Development, Financing for Sustainable Development Report 2020, p. 47.  

3 To facilitate the implementation of the global indicator framework, all indicators are classified by the IAEG-SDGs into three 

tiers based on their level of methodological development and the availability of data at the global level. For details, visit: 

https://unstats.un.org/sdgs/iaeg-sdgs/tier-classification/.  

https://developmentfinance.un.org/fsdr2021
https://www.un.org/pga/73/event/international-cooperation-to-combat-illicit-financial-flows-and-strengthen-good-practices-on-asset-returns/
https://www.un.org/pga/73/event/international-cooperation-to-combat-illicit-financial-flows-and-strengthen-good-practices-on-asset-returns/
https://www.un.org/esa/ffd/ffddialogue/#:~:text=The%20High%2Dlevel%20Dialogue%20on%20Financing%20for%20Development%2C%20under%20the,the%202030%20Agenda%20and%20SDGs.
https://www.oecd.org/tax/beps/about/#:~:text=The%20Inclusive%20Framework%20on%20BEPS%20allows%20interested%20countries%20and%20jurisdictions,implementation%20of%20the%20BEPS%20Package.&text=The%20results%20of%20the%20peer%20reviews%20show%20strong%20implementation%20throughout%20the%20world.
https://www.fatf-gafi.org/
https://unsdg.un.org/resources/statement-collaboration-between-undg-and-regional-commissions
https://unsdg.un.org/resources/statement-collaboration-between-undg-and-regional-commissions
https://www.unodc.org/documents/NGO/AU_ECA_Illicit_Financial_Flows_report_EN.pdf
https://developmentfinance.un.org/sites/developmentfinance.un.org/files/FSDR_2020.pdf
https://unstats.un.org/sdgs/iaeg-sdgs/tier-classification/
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and standards, but that data is not yet regularly produced by countries. This conceptual framework for IFFs 

defines IFFs as “financial flows that are illicit in origin, transfer or use; that reflect an exchange of value; and 

that cross country borders.” Four main categories of IFFs are identified in this conceptual framework, 

according to the activity generating them: tax and commercial practices; illegal markets; theft and terrorism 

financing; and corruption.  

10. Traditionally, IFFs have been compartmentalized and associated with corruption, crime, terrorism, 

taxation trade and illegal markets. Those linear demarcations, however, remain elusive as several conduits of 

IFFs are used to perpetuate any mix or configuration of illicit finance. In determining priority policy actions to 

address those conduits, it is necessary to distinguish between tax and trade-based IFFs (which directly diminish 

national revenues), and those that undermine transparency and financial integrity diverting resources meant for 

investment in sustainable development (such as corruption and financial crime). Within the broader context of 

illicit finance, all forms of abuse including those that are not necessarily illegal, such as tax avoidance 

perpetuated through tax havens or low-tax jurisdictions, can offset the positive impact of public and private 

investments and international development cooperation.  

11. COVID-19 added another layer of frailty to combatting IFFs given the acute need for dispensing rapid 

responses to ensure that coronavirus-related stimulus, procurement contracts and other safety nets are 

channeled to support health and social protection expenditures and finance a strong recovery in the medium 

and long-terms. Equally, regional insecurity continues to be a daily source and provocation for IFFs, be it a 

direct implication of occupation, non-State militant activity, illegal migration or migration associated with 

international displacement. The workplan recognizes that the policy options do not necessarily address those 

challenges but are advanced for their normative standing as causes and conduits for IFFs.  

 Synthesising IFF-related policy options 

12. Two concordant criteria are employed to test for precedence in considering the menu of policy options, 

namely: (a) policy options that garner priority from regional and national perspectives which constitute low-

hanging fruits; and (b) policy options requiring relatively short time horizons of implementation (2021-2022) 

as stipulated by the FfD Initiative. Policy measures that are adequately suited for the short-term, however, may 

not necessarily rank high on the ease of adoption scale as highlighted during the Meeting of Heads of State 

and Government on the Initiative (29 September 2020).  

13. Two supporting dispositions in the menu of policy options have been considered. First, each policy 

option can be implemented independently of others, in varying forms and configurations, depending on 

regional and national contexts, albeit concerted interregional action over certain policy measures may prompt 

enforcement of certain global commitments on IFFs. Second, pursuing any of the policy options should not be 

considered as a one-size-fits-all endeavor. However, good practice may provide valuable resources to curb 

specific IFF conduits, especially through the provision of capacity-building which emerges as an overarching 

determinant to combat IFFs according to the menu of policy options. 

14. Similarly, four levels of dissonance/asynchrony are critical to the advancement of the IFF-related policy 

options: 

(a) The urgency of dealing with health hazards, socioeconomic and environmental challenges as 

opposed to the timid level of ambition in terms of investing to combat IFFs (noting that the cost of IFFs is 

greater than the sum of the money invested to combat IFFs);  

(b) The impetus to raise the efficiency of public funds at the national level, while gaps and distortions 

exist in accountability, transparency and integrity in the global architecture to combat IFFs; 

(c) The fact that IFFs are still considered, in some quarters, as a windfall even though they remain a 

daily source of provocation for domestic resource mobilization efforts; 
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(d) The continued hesitance to inclusively realign tax, monetary and financial frameworks as opposed 

to the discretion to pursue uninspiring tax competition (which prompts excessive tax expenditures), 

unwavering blacklisting (which triggers greenwashing and corrodes beneficial ownership requirements) and 

non-standardized dispute settlement mechanisms (which leave gaps over taxing rights that are exploited by 

IFF perpetrators).  

 Prospective outcomes 

15. The following are some of the salient deliverables that Cluster V seeks to achieve: 

(a) Advancing methodologies for measuring IFFs: multilateralizing the Conceptual Framework for the 

Statistical Measurement of IFFs, with the purpose of establishing a methodological guideline to re-estimate 

trade- and tax-based IFFs by identifying testing methods in pilot countries in Africa, Asia and Latin America;  

(b) Developing a United Nations system-wide actionable future vision on IFFs: a "Global Pact for 

T.R.U.S.T and Financial Integrity"4 to combat IFFs, which is a proposal currently under deliberation with the 

intention of briefing Member States on its application during the 76th session of the General Assembly (2021);  

(c) Considering the design of a legal framework for asset recovery: technical mapping of the 

instruments and frameworks available, including those adopted by the United Nations, FATF and OECD with 

a view to streamlining and accelerating asset recovery; and laying out a case for a harmonized legal framework 

with a broader look at IFFs covering more than just corruption and money laundering to introducing tax and 

commercial IFFs; 

(d) Addressing the tax challenges arising from digitization: supporting member States in mitigating 

and assessing the tax challenges arising from digitization, including implications of proposed plurilateral 

frameworks and instruments being negotiated on tax base erosion, and taxing digital services; 

(e) Promoting paperless trade to combat misinvoicing: drafting a policy note setting normative 

standards for the digitization of data and document exchange based on the regional framework agreements to 

clamp down on trade misinvoicing. 

----- 

                                                      
4 T.R.U.S.T stands for Transparency, Regulation, Universal, Systemic and Taking Action. 

https://www.unodc.org/documents/data-and-analysis/statistics/IFF/IFF_Conceptual_Framework_for_publication_15Oct.pdf
https://www.unodc.org/documents/data-and-analysis/statistics/IFF/IFF_Conceptual_Framework_for_publication_15Oct.pdf
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