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INTRODUCTION

Trafficking in human beings (THB) is considered one of the heinous forms
of crime in the EU and targeted by a number of legal acts and policy
documents. Among the most recent ones are the EU Anti-trafficking
Directive,' the EU Strategy 2012 — 2016 and the 2017 Communication’
stepping up EU action on that gruesome issue. The 2017 SOCTA report
of Europol also lists human trafficking among the top five priority crime
threats for EU. It is widely acknowledged that trafficking in human beings,
like all organised (and some non-organised) crime activities, is profit-driven
(Europol, 2015; FATF, 2011; OSCE, 2010; UNODC, 2016). Therefore, it
can be best understood and addressed when criminal finances are being
placed in the very centre of its analysis and investigation. Nonetheless,
according to the mid-term report on the implementation of the EU
anti-trafficking strategy* “financial (including asset-tracing) investigations
are conducted in several member states on a case-by-case basis when
a case of THB is encountered.” Europol (2015) also admits that “there
is a significant intelligence gap amongst LEAs regarding the financial
aspects of THB.” The agency reports that this partial knowledge is a
result of the limited number of financial investigations into the proceeds
generated by THB and in turn contributes to difficulties in identification
and prosecution of traffickers.

A previous report on the subject of organised crime finances (CSD, 2015)
has come to similar conclusions about the investigations of organised
crime in general: law enforcement institutions have traditionally been
focused on predicate crimes with the aim to imprison perpetrators and
seize fillicit goods. Information on the financial aspects of organised
crime has been regarded as irrelevant and no deliberate efforts to
collect and analyse such data have been made. Hence, the quality
of the financial information collected (if at all) is fragmented and
compromised because law enforcement agents operating at the local
level lack knowledge and experience in financial matters. The report
focused on three main illicit criminal markets in the EU: cocaine
trafficking; illicit tobacco trade, and organised VAT fraud and explored
the sources and mechanisms for financing organised crime, settlement
of payments, access to financing in critical moments, costs of business
and the management of profits.

' Directive 2011/36/EU of the European Parliament and of the Council of 5 April 2011 on
preventing and combating trafficking in human beings and protecting its victims, and replacing
Council Framework Decision 2002/629/JHA, OJ L 101, 15.4.2011.

2 The EU Strateqy towards the Eradication of Trafficking in Human Beings 2012 — 2016, Communication

from the Commission to the European Parliament and the Council, COM/2012/0286 final.

Reporting on the Follow-up to the EU Strateqgy towards the Eradication of Trafficking in Human Beings

and Identifying Further Concrete Actions, Communication from the Commission to the European

Parliament and the Council, Brussels, 4.12.2017. COM (2017) 728 final.

Mid-Term Report on the Implementation of the EU Strateqy Towards the Eradication of Trafficking in
Human Beings, Commission staff working document, 17.10.2014, COM (2014) 635 final.



FINANCING OF ORGANISED CRIME: HUMAN TRAFFICKING IN FOCUS

Although this report did not focus particularly on trafficking in human
beings, it offered several important insights for better understanding of
the financial underpinnings of illegal markets and specifically about the
sources of financing that criminal entrepreneurs rely on. The analysis
clearly demonstrated that the need for financing applies to entry at every
level of illicit markets: from the low/retail level to the high level, even
though the scale of investment was likely to differ (CSD, 2015). One of
the main conclusions of the study, in line with the social embeddedness
perspective, is that the social capital of criminal entrepreneurs — their
trusted connections and reputation — is of bigger importance than
the financial capital for entering, operating and succeeding in a given
criminal market contrary to the expectation that capital will be readily
available when the potential for profit is high and the perceived risk
is low. Moreover, the higher the levels of risk associated with a given
criminal activity, the greater the role of social capital in comparison with
financial capital for entering the market. Likewise, upward mobility in
criminal markets is not merely a matter of accumulating financial capital,
but also building social capital in terms of developing a customer base of
trusted clients and establishing trusted relationships with suppliers from
upper levels (CSD, 2015).

The analysis identified three main sources of financing — reinvestment
of criminal proceeds, borrowing capital and use of legitimate sources.
Reinvestment of criminal proceeds is reported as the main form for
financing of the criminal operations with shared investment schemes
widely spread for all supply chain levels and across different markets.
Shared investments apparently not only allow criminal entrepreneurs to
kick-start a given project, when they cannot raise the necessary financial
resources on their own, but more importantly it is a tool for sharing
business risks. Borrowing capital from other criminal entrepreneurs
appears to be the least practiced form of financing, usually used in
critical moments. Such illicit lending was rather obtained by other
well-established, career criminals in their wider network in virtue of
established trusted relationships or through a trusted surety and less
likely from loan sharks. The data collected within the study did not find
evidence for existence of specialised “underground bankers” who finance
criminal projects. The analysis also showed that legitimate money is often
invested in criminal markets. At the retail or wholesale level of drug and
illicit tobacco markets, these legitimate funds might come from variety of
sources: personal savings, revenues from a legal business of the criminal
entrepreneur, loans from family or friends, payday loans, and small bank
credits. At higher levels of drug trafficking or illicit tobacco markets, as
well as with large scale VAT frauds, such legitimate funds may originate
from legal business revenues, EU or national subsidies, and bank loans
(CSD, 2015).

Despite the insights presented in CSD’s 2015 Ffinancing of Organised
Crime report, the financial mechanisms behind a number of important
markets generating substantial revenues remain under-researched, of
which trafficking in human beings is one prominent example. The current
analysis fills this gap by applying the same approach that has been
already developed within the 2015 report and by providing a detailed
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account on the business models of traffickers in human beings. The
analysis discusses the financial underpinnings of trafficking in human
beings focusing on two major forms of exploitation, namely sexual
exploitation and labour exploitation.

The current report is organised in five chapters and a conclusion. The
first chapter presents the current state of research on criminal money
management in the context of trafficking in human beings and briefly
discusses the methodology applied in the study. The second chapter covers
the contemporary trends and developments in the market structure and
social organisation of THB in selected EU countries. The third chapter
focuses on financial aspects of THB, whereas the fourth covers the role
and implications of ICT on human trafficking. The last chapter provides
an overview of the role of money laundering investigations in tackling
this criminal activity. Finally, the conclusion summarises the main findings
and policy recommendations for prevention and combatting THB.






1. ANALYSING THE FINANCES OF TRAFHFICKING
IN HUMAN BEINGS

Research on organised crime and especially its financial underpinnings is
an indispensable component of more effective and smarter approaches to
prevention and investigation (see Antonopoulos et al., 2015). It is particularly
important to enhance understanding of the financing mechanisms behind
crimes which pay well and are at the same time considered to pose low
risk for offenders. Trafficking in human beings is a prominent example,
representing a very lucrative form also of organised crime groups (Belser,
2005; Government of the Netherlands, 2016; Wheaton et al., 2010),
which is expected to surpass key forms of organised crime (e.g. drug and
arms trafficking) in terms of generated profits, while at the same time
being associated with relatively low risks and costs for perpetrators (Akee
et al., 2014; Fahey, 2009; Wheaton et al., 2010). Despite the lucrativeness
of THB, however, most of the research predominantly focuses on the
crime of trafficking and less on the financial aspects such as utilisation
of profits and investments (OSCE, 2014). Deepening the understanding
of the financial mechanisms of this market will aid in the development
of more effective counteraction strategies with the ultimate aim to make
trafficking a much less lucrative illicit enterprise.

This chapter examines the current state of research on financing of organised
crime more generally and trafficking in human beings specifically. Subject
of analysis is the definition of the crime, followed by the main theoretical
perspectives in the analysis of financial underpinnings of organised crime
and THB, as well as existing knowledge on the concrete mechanisms,
actors, and strategies used by criminal groups more generally and human
traffickers specifically. The methodology and the data sources on which
the current study is based are also discussed.

1.1. DEFINING TRAFFICKING IN HUMAN BEINGS

The definition of human trafficking applied in this report closely follows
the one provided in the UN Convention Against Transnational Organised
Crime and its Protocol to Prevent, Suppress and Punish Trafficking in
Persons, Especially Women and Children (the Palermo Protocol). The
convention and its protocol are the first global attempt in modern times
to define and counter trafficking, which set out the first widely accepted
definition of human trafficking (Di Nicola, 2014; Bressan, 2012; Shelley,
2010). In Article 3, paragraph (a) it states that “[...] ‘trafficking in persons’
shall mean the recruitment, transportation, transfer, harbouring or receipt
of persons, by means of the threat or use of force or other forms of
coercion, of abduction, of fraud, of deception, of the abuse of power or
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of a position of vulnerability or of the giving or receiving of payments or
benefits to achieve the consent of a person having control over another
person, for the purpose of exploitation”. The same article further defines
exploitation, stating it “shall include, at a minimum, the exploitation
of prostitution of others or other forms of sexual exploitation, forced
labour or services, slavery or practices similar to slavery, servitude or the
removal of organs.”

State parties are committed to criminalise the forms of conducts under
the aforementioned definition, and the description of modes and means
of coercion is intentionally left broad as to include a vast range of
conducts. Article 3, paragraph (b) also sets out the irrelevance of the
consent given at any time by the victims under all circumstances, where
one of the means identified in subparagraph (a) is used. Furthermore,
the “recruitment, transportation, transfer, harbouring or receipt of a child
for the purpose of exploitation shall be considered ‘trafficking in persons’
even if this does not involve any of the means set forth in the definition”
(Aronowitz, 2001, p. 165). The Palermo Protocol entered into force on
25 December 2003 and as of November 2018 had been signed by
117 countries and ratified by 112. The Protocol aims to counter trafficking
through judicial and law enforcement means. Its definition provides the
common basis for the international community to prevent, combat and
punish trafficking, and to identify, protect, and assist victims. Indeed,
15 years after the issue of the Protocol, an increasing number of states
have deployed efforts to prosecute traffickers, implemented measures
and interventions for the protection and assistance of trafficked people,
and to prevent THB (Di Nicola, 2014; Aronowitz, 2001; Antonopoulos &
Papanicolaou, 2018).

The EU has also pointed out the urgency of addressing the issue of
trafficking in human beings. At the European level, action against trafficking
of migrants was undertaken with the adoption of a common framework
in 2002.° More recently, the Directive of the European Parliament and
of the Council of 5 April 2011 on Preventing and Combating Trafficking
in Human Beings and Protecting its Victims (Directive 2011/36/EU), has
replaced the Council decision, adopting a broader definition of THB
aligned to the one set out in the UN anti-trafficking Protocol,® while
including additional forms of exploitation. In the preliminary remarks
(No. 11), Directive 2011/36/EU states that “forced begging should be
understood as a form of forced labour or services” and that “the
expression ‘exploitation of criminal activities” should be understood as
the exploitation of a person to commit, inter alia, pick-pocketing, shop-
lifting, drug trafficking and other similar activities which are subject to
penalties and imply financial gain.”

> Council Framework Decision 2002/629/JHA of 19 July 2002 on combating trafficking in human
beings, OJ L 203, 1.8.2002.

& Article 2 of Directive 2011/36/EU defines the offences concerning THB as follows “the
recruitment, transportation, transfer, harbouring or reception of persons, including the exchange
or transfer of control over those persons, by means of the threat or use of force or other forms
of coercion of abduction, of fraud, of deception, of the abuse of power or of a position of
vulnerability or of the giving or receiving of payments or benefits to achieve the consent of a
person having control over another person, for the purpose of exploitation.”
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One of the biggest challenges in analysing the finances of THB was
how to disentangle the conflation between trafficking for sexual
exploitation and prostitution. The THB for sexual exploitation is deeply
interwoven with the domestic and foreign prostitution markets and it is
almost impossible to distinguish between these two phenomena since
the empirical boundaries between the two are often blurred. Moreover,
the legality of prostitution in EU countries varies widely from licensing
and regulation of sex work (e.g. the Netherlands, Germany, Austria,
Hungary, Latvia), to criminalisation of procurement and operation of
brothels (most EU countries) and criminalisation of the purchase of sex
(Sweden, France, Ireland), which has direct implications on the legal
status of the victims of THB in the different countries. The convergence
between prostitution and sex trafficking cannot be ignored and it is
essential to understand that this intertwining is not only conceptual,
but perhaps even more acute in practice, where the markets of sex
work and trafficking often share spaces, operative structures, and actors.
Hence, in the economic terms of the “business approach” to organised
crime, traffickers adjust their operational strategies to the dominant
“business conditions” of the sex markets in order to maximise profits
and minimise the risks (OSCE, 2010).

In this regard, looking into the sex work market, its operational structure,
and the financial aspects associated with sex trade (whether legal or
illegal) is not only unavoidable when trying to determine the financial
operations of THB, but rather useful or even necessary, as the exploitation
of THB victims in the post arrival phase merges with the broader sex
work supply. Taking into account all this in the report, where appropriate
both qualitative and quantitative data related to prostitution are used
as a proxy for achieving a better understanding of the financial aspects
associated with sex trafficking.

1.2. FINANCIAL AND SOCIO-ECONOMIC DIMENSIONS
OF ORGANISED CRIME

The spectrum of actors engaging in THB spans from independent
traffickers to more or less structured criminal networks and groups
(UNODC, 2010a). Some researchers contend that there is “little evidence
of highly structured, hierarchical organised crime enterprises involved in
human trafficking” as opposed to “more loosely, organised, entrepreneurial
organised crime networks” (Aronowitz, 2009, p. 66). However, some
degree of organisation and cooperation between individuals is widely
acknowledged as an important feature of many criminal actors engaged in
human trafficking (FATF, 2011, UNODC, 2016; Europol, 2016). Therefore,
an examination of current understanding of the financial underpinnings
of other markets dominated by organised crime is valuable in informing
research on THB.

Financial aspects of organised crime and specifically financing of organised
crime generally have been conceptualised along two schools of thought —
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the illegal enterprise model and the social embeddedness approach.
Becker (1968) pioneered the study of crime as an economic activity,
which is the result of a potential offender’s rational calculations:

“The individual calculates (1) all his practical opportunities of earning
legitimate income, (2) the amounts of income offered by these
opportunities, (3) the amounts of income offered by various illegal
methods, (4) the probability of being arrested if he acts illegally and
(5) the probable punishment should he be caught. After making
these calculations, he chooses the act or occupation with the highest
discounted return” (Becker, 1968).

The rational choice assumption has been further developed and incorpo-
rated in studies on organised crime. The illegal enterprise model treats
criminal entrepreneurs as rational actors seeking profit maximisation
(Reuter, 1983). The central idea of the illegal enterprise approach has
been initially formulated by Smith (1980) in his spectrum-based theory,
which contends that illegal entrepreneurship should be considered as
part of a wider spectrum of economic activities in a given market
that could be ranked on a scale that reflects levels of legitimacy in a
given marketplace. He describes illegal enterprises as an extension of
legitimate market activities into areas prohibited by law, where they
pursue profit via meeting latent illicit demand. Other scholars studying
organised crime based on these assumptions thus see illegal enterprises
as similar to legal businesses, which allows for their analysis through the
application of theories used to explain formal legal organisations and
markets (Gottschalk, 2010; Haller, 1990; Schloenhardt, 1999).

Peter Reuter (1983) has been among the first scholars to apply the
illegal enterprise approach to conceptualise the financial underpinnings
of organised crime. His analysis of the consequences of product illegality
posits that unlike licit entrepreneurs, criminal entrepreneurs face numerous
constraints to access external credit. The main obstacles are related to:

* lack of separation between the ownership and management in the
illicit enterprise;

¢ lack of standardised and detailed record keeping that provides lenders
with sufficient evidence about the assets and financial flows of the
borrower;

* lack of legal institutions and mechanisms for dispute settlement and
recovering the claim of the lenders in case borrowers fail to meet
their contractual obligations.

These constraints for access to external credit prompt criminal entrepre-
neurs to rely exclusively on reinvestment of the profits from illicit activity
in order to grow (Reuter, 1983). Furthermore, the constant threats of law
enforcement investigation, arrest and seizure of assets compels criminal
entrepreneurs either to pay higher rates to employees to ensure their
loyalty or to ultimately limit the number of these employees in order
to curb potentially dangerous information leaks as well as operational
costs. In addition, very often product illegality also prohibits advertising
of the product and thus also naturally limits the market for the illicit
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goods. All these factors presuppose that illicit enterprises remain small in
size and turnover, ephemeral and with limited geographical scope and
range of activity (Reuter, 1983). The constraints that illegal entrepreneurs
face can largely be explained by the fact that they operate outside
and against the state (Paoli, 2002). These constraints force illegal actors
to organise their activity in such a way, so that they minimise the
risk of police apprehension. Thus their opportunities for vertical and
horizontal integration are practically limited and there are few incentives
for consolidation of large-scale, modern bureaucracies. The exception
of this tendency are mafia-type associations, terrorist organisations and
gangs, which apparently function as something different than simple
economic subjects (Paoli, 2002).

The fillicit enterprise paradigm has been criticised for failing to account
for the fact that organised crime does not occur in a social vacuum.
The fundamental argument is that social relations and life events shape
involvement in organised crime and developments in criminal careers.
In addition, the criminal markets studied by Reuter are exclusively local
and the assumptions based on their analysis could not be extrapolated
to all criminal businesses, such as drug trafficking (Kleemans, 2013).
Building on research into criminal careers of organised crime offenders,
scholars argue that understanding about the limits between legality and
illegality should be reconsidered, since the career of these offenders
start precisely because they have acquired the needed contacts and
opportunities from their legitimate business or occupation (Kleemans &
de Poot, 2008). The financial stakes and the illegality of the products
and/or services supplied in the criminal markets make building trust and
curbing distrust a recurring and even more pressing problem compared
with legal markets. Furthermore, criminal entrepreneurs operate in
insecure and potentially hostile environment where formal mechanisms
to secure investments, contracts and goods are absent. However, these
business risks are mitigated through the essential role of social relations
in the economy — personal reputation and social capital open up
new opportunities for pooling and sharing resources including financial
resources (Kleemans, 2013).

The concept of social embeddedness and the role of social networks
in organised crime is widely applied in the mainstream research on
organised crime (Bruinsma & Bernasco, 2004; E. R. Kleemans, 2013;
Morselli, 2005; van de Bunt et al., 2013). Previous empirical studies have
established that social connections and opportunities are vital for the
genesis and sustained functioning of organised criminal groups. Social ties
and networks are used to motivate and enable criminal entrepreneurship
and forge criminal partnerships (Kleemans & de Poot, 2008; Leukfeldt,
2015). Indeed, except for some elite fraudsters, few criminals suddenly
engage in major crimes without spending some time in criminal (and
sometimes non-criminal) networks (Kleemans & de Poot, 2008; van
Koppen et al., 2010) that generate for them a reputation of a varying
degree of reliability (Levi, 2015). Social connections provide and facilitate
access to criminal opportunities, whereas the criminal social network
enables multi-criminality, expansion and sustainability (Leukfeldt, 2015;
Kleemans & de Poot, 2008; Edwards & Levi, 2008; Bouchard & Morselli,
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2014), including through playing a crucial role in criminal recruitment. In
certain contexts, stronger social interactions allow individuals involved in
criminal activities to more easily exchange information and know-how
that diminish the costs of crime (Lederman et al., 2002). Furthermore,
these social interactions may facilitate the influence of criminals on other
community members to develop a propensity for crime and violence
(Lederman et al., 2002).

In terms of the access to and accumulation of social capital in organised
criminal groups, there has been mounting empirical evidence in recent
years in support of the argument that cross-border criminal partnerships
are in fact less structured, less resilient, and more flexible than previously
thought in the traditional models of organised criminality (Kleemans
et al, 1998; Kleemans et al, 2002; van de Bunt & Kleemans, 2007;
Kruisbergen et al., 2012; Leukfeldt, 2015). Although strict hierarchical lines
seem to be lacking in such circumstances, studies nevertheless point
to dependency relationships, wherein some actors exert more power
and influence than others within the same network. Moreover, such
criminals act as nodes that facilitate communication and cooperation
with other criminal networks, where they may play a similar role. The
persons occupying these roles have been identified to possess and/or
control resource that others in the network rely on, such as finances,
know-how and connections, i.e. social capital (van der Hulst, 2008).
Another important role in the criminal social network is the broker
who facilitates connections, communication and cooperation with social
structures outside the criminal network, for example in bringing together
different social strata, distant geographies, ethnic groups, or in providing
links with the licit reality (Leukfeldt, 2015, p. 95).

In addition to examining the mechanisms illicit entrepreneurs use to
mitigate the risks they face and to initiate, sustain, and expand their
businesses, research has also focused on the handling of the proceeds
of crime and money laundering — how offenders actually spend their
money and try to conceal its criminal background. Normally, offenders
do not use their profits to invest but rather spend their money on
an extravagant lifestyle, thereby enhancing their prestige among peers
(Naylor, 2002). However, conspicuous spending does not preclude the
possibility of investment. In various cases, spending money on luxury
items (e.g. cars and jewellery) is combined with investments in real estate
and legal firms. In those cases, criminal earnings simply are large enough
to facilitate both (Kleemans et al. 2002, p. 131).

Usually, when they invest proceeds offenders tend to stay close to home
(Kruisbergen et al., 2015). Considerations of proximity and availability seem
to be more prominent in driving investment behaviour in comparison
to profitability (the standard economic approach: criminal entrepreneurs
make cost/benefit efficient investments in a globalised economy) or
power (the criminal infiltration approach: organised crime offenders gain
power and influence by investing in the legal economy). The distance
between the offender and his assets is often unsubstantial, comprising
both physical and social distance. They predominantly invest in their
country of origin or the country of residence, and their investments
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consist of tangible, familiar assets such as residences and other real
estate and (small) companies in well-known sectors, whereas purely
financial assets, e.g. bonds and stocks in companies in which offenders
are not personally involved, are far less common.

However, the processes, actors, and mechanisms involved in financing
criminal markets remain under-researched. This gap is significant, considering
that accessing capital is an important constraint for some criminals when
they seek to become important actors in illicit markets for goods and
services (Dean et al., 2010). There is general information available regarding
the level of financing required for a criminal group’s operations in specific
illicit markets, e.g. the illicit drugs market. For example, previous research
has shown that financiers are often behind the financing of large-scale
trafficking of commodities such as cigarettes or drugs (von Lampe, 2005;
Caulkins et al., 2009; CSD, 2012; Rusev et al., 2013; Antonopoulos &
Hall, 2016; Di Nicola & Terenghi, 2016). Yet despite the influence of these
financiers, they remain outside the scope of analysis of organised crime
at EU level, where such information is largely omitted. Even less is known
about a number of other illicit markets such as smuggling and trafficking
in human beings, counterfeiting of goods and money (cf. Antonopoulos
et al, 2018), payment card fraud, trafficking in stolen vehicles, and so
on (Antonopoulos et al., 2015). Similarly, the extent to which criminal
entrepreneurs also engage in a process that has been defined as “reverse
money laundering” where funds from legitimated sources are used illegal
for purposes is poorly understood (Antonopoulos et al., 2015). All these
issues have been addressed and thoroughly examined within the Financing
of Organised Crime report, which explored the financial underpinnings of
three major organised crime activities — drug trafficking, illicit tobacco
trade and organised VAT frauds (CSD, 2015).

1.3. THE FINANCIAL MANAGEMENT OF HUMAN TRAFHCKING

As with other illegal activities, the financial management process of
human trafficking is still not sufficiently understood. Nevertheless, some
studies have explored the financial mechanisms of THB, as well as the
illegal markets for sex services. Since the prostitution market in many
countries is inextricably linked with trafficking for sexual exploitation,
studies which focus on the financial aspects of pimping should also be
considered as part of the larger body of literature dealing with criminal
money management in the illegal markets for sex services (Dank et al.,
2014; Englund et al, 2008; Leman & Janssens, 2008; Petrunov, 2011;
Schloenhardt, 1999). The growing body of research that has focused
on this criminal activity explores both the factors which make THB a
profitable activity, as well as the costs, accounting practices, profits and
profit sharing, access to capital, money laundering, and investment.

There are a number of macro factors that make human trafficking a
profitable criminal activity (Jakobsson & Kotsadam, 2015; Schloenhardt,
1999; Wheaton et al., 2010). Globalisation has eroded borders, facilitating
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THB in all stages of this activity — from recruitment through transportation
to exploitation (Kara, 2009). Human traffickers take advantage of
the difference between the low wages and the lack of employment
opportunities in one region and the inverse in another (Wheaton et
al., 2010). The desire to migrate has meant that many people have
become vulnerable to exploitation (Europol, 2016, Hepburn & Simon,
2013). Similarly, research has been directed towards establishing factors
which make certain countries preferred destinations and other key source
countries. Legislation with regards to migration and prostitution, size
of markets (sex/labour demand), income levels, and purchasing power
have been suggested as pull factors, whereas poverty, unemployment,
inequality, limited immigration possibilities and the social and economic
marginalisation have been suggested as push factors (Jakobsson &
Kotsadam, 2015; Schloenhardt, 1999; Wheaton et al., 2010).

Similar to activities in other licit and illicit markets, the objective of THB
is the maximisation of profits. The supply of human trafficking victims for
sexual and labour exploitation seeks to satisfy the demand for cheap labour
(Kara, 2009; Wheaton et al., 2010). Nevertheless, as with other organised
criminal activities, research has shown that the role of social capital and
opportunities — family links, neighbourhood/community exposure (e.g.
gang involvement, etc.), recruitment/mentorship by pimp or sex worker,
etc. — is important in THB. Cross-border trafficking of human beings
involves complex processes of coordination, whereby finding suitable
co-offenders requires building of sufficient trust. To become involved in
this type of organised crime, offenders have to either join an existing
crime group, or start off criminal activities with others and set up a
new crime group. Mutual reliance and trust in each other’s capacities is
essential for successful cooperation. Therefore, organised crime offenders
in human trafficking use social ties and networks to establish trust before
any cooperation and collusion takes place (von Lampe & Johansen, 2004;
van Koppen, 2013). Social relations and network dynamics ensure that
the recruitment of new offenders and the creation of new partnerships
are not the same as traditional models claim. Family, friends, and
acquaintances work together and introduce each other to others and are
the base of criminal entrepreneurship and expansion (Kleemans et al.
1998). The concrete financial mechanisms behind THB operations have
also been explored.

1.3.1. Access to funding and settlement of payments

Use and access to credit do not seem to play an important role in human
trafficking business, at least according to the scant empirical evidence
available. Thus, compared to other criminal markets such as the drug
market for example, entry into a prostitution market is not dependent on
access to credit facilities (Korsell et al., 2011). Drug traffickers, especially
on importation and wholesale levels, periodically need large sums in
order to buy merchandise in bulk, so credits are common in this market
and access to credit is very important to criminal entrepreneurs. On the
other hand, human trafficking is characterised by low need for external
financing, as the main costs are related to covering the transportation of
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the potential victims, which in most cases is comparatively cheap (Korsell
et. al., 2011). Generally, traffickers encounter few or no barriers to entry
in the THB market (Wheaton et al., 2010), and there are few or no costs
related to market entry (Leman & Janssens, 2008).

The existing evidence unequivocally shows that cash is the predominant
form of payment in the human trafficking business (Englund et al., 2008;
ILO, 1998; Korsell et al.,, 2011; Petrunov, 2011). A fine example provides
empirical data on the prostitution markets in several cities in the United
States (Dank et al., 2014). Most of the interviewed offenders (67% of
the respondents) reported that cash was the main form of payment they
accepted from clients. However, card payments were also accepted by
10% of the respondents, whereas about 7% reported accepting in-kind
payments in the form of drugs or other merchandise — various gifts such
as expensive clothes or jewellery. Offenders who reported acceptance
of card payments usually maintained a legitimately registered bogus
company, which was used as a front such as house cleaning (Dank et
al., 2014).

1.3.2. Costs for doing business

Since traffickers aim to limit costs and maximise profits, it is important
to map the applicable costs for engaging in this illicit market (Europol,
2015). Several types of operational costs associated with the trafficking
operations can be outlined — recruitment fees paid to other sex workers,
other traffickers or brothel owners in the country of origin, costs for travel
of the trafficked victim (including fees for travel agencies), payments for
visas and travel documents, bribes to consulate/border officials, expenses
for advertising, rental costs for accommodation and workplace, fees to
other facilitators such as hotel employees, taxi drivers, etc. (Englund et
al.,, 2008). Other costs related to trafficking could include corruption
payments and payments to facilitators such as bellmen, hotel clerks,
bartenders, and cab drivers, as well as for protection to gangs and
other entities that provided needed security (Leman & Janssens, 2008;
Raphael & Myers-Powell, 2010).

A good illustration of the costs for maintaining a prostitution business
comes from a comprehensive study of the prostitution market in eight
cities in the United States (Dank et al., 2014), based on interviews with
142 convicted offenders. The majority of the exploited sex workers were
nationals of the country and were less often trafficked from abroad.
Several types of operational costs linked to running prostitution business
have been reported:

e Transportation costs — depending on the modus operandi (providing
services to client’s address vs providing services at a particular venue)
some entrepreneurs use personal cars and cover expenditures on fuel
or other transportation costs such as car rentals.

* Hotels and motels — when sex workers service their clients in a
commercial establishment, their manager covers the costs on renting
hotel rooms or maintaining spaces for customer appointments.
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* Housing — operational expenditures on apartments and homes for sex
workers.

* Appearance — covering some or all of the costs for clothing, makeup,
hair, nails, and accessories for the sex workers.

e Advertising — expenses directly related to producing and disseminating
advertisements, which can include producing professional photographs
and the cost of posting the advertisements on a website or in a print
source. Although online expenses were deemed lower, advertisements
need to be re-posted, sometimes multiple times a day in order to
remain at the top of the websites.

e Communication expenses — business-related charges for cell phones
and mobile plans. Many of the interviewed respondents chose to
use prepaid phones, which allowed pimps to regulate the number
of minutes available and the money invested into each phone. The
additional benefit of using prepaid phones is that they could easily
be replaced, and thus the risk to be traced by law enforcement is
minimised.

* legal fees — lawyer fees resulting from arrests of employees or the
pimps.

e Additional costs — payment for other employees such as drivers,
bodyguards, recruiters, traffickers.

FIGURE 1. BUSINESS-RELATED EXPENSES, %
Cars and transportation : | 65.8

Housing i | 64.4

Clothing, accessories, and appearance for women i | 45.2
Advertisements | | 452
Hotels and motels | | 43.8
Cell phone and communication | | 39.7
Legal expenses | | 288
Computers and internet | | 274
Drugs and alcohol | | 19.2
Drivers and security i | 19.2
Food [T 153
Condoms [ 137
Financial investment and management [T 8.2
Business licenses and rentals [T 8.2
Bills and utilities [T 4.1
Recruiters 7= 2.7
Weapons [ 2.7
0 10 20 30 40 50 60 70
Source: Dank et al,, (2014), p. 205.

Costs associated with trafficking in human beings can be generally
categorised according to the stages of the trafficking process — recruitment,
transportation, and exploitation. In other criminal markets, the sale of
an illicit product (arms or drugs) is usually preceded by incurring the
cost of production or purchase. On the other hand, in THB victims are
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often lured into the trafficking network by deception, violence or the
exploitation of a relationship of trust. Due to the large pool of potential
victims in search of a better life, the recruitment costs are very low
(Kara, 2009). Nevertheless, some recruitment costs are incurred. Some
traffickers employ (fake) employment agencies, newspaper advertisements,
distribution of business cards in shops and restaurants, as well as the
placing of online ads to find victims.

The existing empirical evidence suggests that the main costs of human
trafficking are incurred for transportation to the destination (Balarezo,
2013). These expenses can include buying the means of transport or
payment to someone to escort victims to the destination. Alternatively,
the price of a plane or bus ticket or fuel costs are needed. More violent
and profit driven criminal groups might attempt to lower the costs of
transportation to a point where the victims’ lives are threatened — victims
getting sick while being transported might not be provided with any
medical care (Shelley, 2010).

A substantial cost related to transportation is the securing of counterfeit
or forged documents (Wheaton et al., 2010). Corruption is an often
used mechanism to facilitate travel, especially from countries of origin
with more barriers for legal migration to the desired destination. It is
an important cost for traffickers (Council of Europe, 2002; Kemp &
Raijman, 2014; Shelley, 2010) both in terms of facilitating transportation
and subsequent exploitation. Government officials in the countries of
origin and the recipient countries — e.g. border guards, customs officials,
consular officers and other diplomatic personnel — are bribed or extorted.
A corrupt official might be actively involved, for example, by informing
traffickers on controls and thus facilitating passage, or alternatively the
service might be passive such as when officials fail to react by turning
a blind eye (Aronowitz, 2009; Kemp & Raijman, 2014; Shelley, 2010).
Traffickers might secure multiple work permits or visas, which serve to
strengthen control over the victims by using the threat of being sent back
due to the withdrawal of the residence permit (Kemp & Raijman, 2014).

Depending on the structure of the criminal group or network, salaries or
ad-hoc payments to participants, associates or intermediaries are another
important expense. Traffickers who are steady part of a criminal group
might receive a salary, while others are only loosely associated and are
paid on a freelance basis (Leman & Janssens, 2008). Depending on the
size of the group or network tasks might be outsourced or taken care of
in-house. The former approach generally includes legal consultations or
other specialised services such as the production of counterfeit or forged
documents (Leman & Janssens, 2008).

1.3.3. Pricing, profit and profit sharing,
accounting practices

Generally, the profits of traffickers can be categorised as profits
generated through the sale of trafficked persons to exploiters and profits
of the exploitation itself (Kara, 2009). As many trafficked persons are
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lured, seduced or actively looking for help with finding a job and
accommodation in a wealthier country, they (or their family) are paying
for this service. Normally this payment is made prior to the departure
(Kane, 2013; Salt & Stein, 1997). In arrangements where the victims of
trafficking are sold or re-sold, the price will vary strongly depending on
the region of destination (Wheaton et al., 2010).

Sex workers are often considered as generating most profit out of all
the trafficked persons (Kara, 2009) and they are often forced to hand
their wages over to the traffickers (Aronowitz, 2009; Europol, 2015).
Not surprisingly, pricing of sex services varies significantly. Price ranges
for various parts of the world have been reported, including Europe
(Englund et al., 2008; Korsell et al., 2011; Mancuso, 2014; Petrunoy,
2011), North America (Cunningham & Kendall, 2014; Dank et al., 2014;
Horning & Sriken, 2017; Levitt & Venkatesh, 2007, Raphael & Myers-
Powell, 2010; Rosen & Venkatesh, 2008), Latin America (Blanchette &
Da Silva, 2017; Zhang, 2011), and Asia (ILO, 1998; Li, 2014). The
amount paid for the sexual services depends on the economy of the
country. The estimated prices for sexual intercourse varies from US$15
in Asia and Sub-Saharan Africa up till US$100 in more industrialised
countries (Belser, 2005). The total profit will depend on the amount
of hours worked by the victim (trafficked person). Most often rates
are charged by time increment or by sex act and sometimes by date
(Dank et al., 2014).

Prices are reported to change over time due to various factors. For
example, crack cocaine epidemic in the 1990s and 2000s in the United
States brought many young women on the streets and the prices fell
due to tighter competition (Dank et al., 2014). Internet played somewhat
similar role, since it facilitated further expansion of the sex market,
provided for easier market entry and increased competition, putting
downward pressure on price levels. On the other hand, the internet also
broadened the client base, which to some extent neutralised the effects
of the increased competition (Dank et al., 2014; Marcus et al., 2016).
Prices also differ with regards of the type of sex services provided and
the market segment where the sex workers operate — e.g. escort services,
sex services in brothels or other in-door venues, street prostitution
(Dank et al, 2014; Englund et al., 2008; Petrunov, 2011). The use of
condoms is also reported to affect the price of sex services (Finn &
Stalans, 2017; Levitt & Venkatesh, 2007). Another factor that influences
price difference is the type of customer — e.g. new customers pay more
than regular customers. Price ranges may also differ depending on the
racial background of customers and price peaks around major events or
holidays (Levitt & Venkatesh, 2007).

The involvement in the sex market arguably also bears some opportunity
cost for the sex workers and it can be used to explain the pricing of sex
services. Thus, some authors have tested and provided evidence for the
theory that sex workers (specifically in the high-end, escort prostitution)
charge higher fees to compensate for the lost opportunity to participate
in the “marriage market” (Edlund et al., 2009). An alternative theory
emphasises on labour market as opportunity cost, since sex workers in
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high-end prostitution market generally earn more than twice the typical
earnings of non-manual workers and more than three times that of
manual workers (Moffatt & Peters, 2004; Levitt & Venkatesh, 2007).

The management of the criminal finances in human trafficking/prostitu-
tion businesses appears to be deeply entangled with control over sex
workers. This is exemplified by the ratio of earnings kept by the sex
worker and the pimp/collected by the trafficker, the accounting practices
of traffickers and the imposition of daily quotas to the sex workers. In
more exploitative trafficking arrangements, payments to victims of human
trafficking are low and in some cases non-existent. Often (sex) workers
work long hours for a low salary, sustenance is subtracted from their
wages, and health conditions are poor (Europol, 2016).

A number of strategies are used to keep victims in an exploitative
situation. Debt bondage is one of the key mechanisms to establish and
exert control over the victims (Englund et al., 2008; Korsell et al., 2011;
Petrunov, 2011) and results in the victims keeping a small proportion of
the money they earn (Europol, 2016). In most cases the sex workers are
expected first to repay the costs for their recruitment and transportations
to the destination country often with highly inflated rate of interest
(Korsell et al., 2011; Schloenhardt, 1999; Wheaton et al., 2010). Victims
end up in an exploitative situation where they have to pay off the debt
through working, often in industrial sweatshops, as sex workers, drug
carriers or as virtual prisoners (Aronowitz, 2009; Belser, 2005; Europol,
2016; GLA, 2015; Kane, 2013; Salt & Stein, 1997; A. Schloenhardt, 1999;
Wheaton et al., 2010). Often the freedom of the trafficked person is
restricted, as he/she is not allowed to leave until the heavy debt is
paid off. Even after the initial debts have been repaid, some victims
continue to work for traffickers throughout their lives (Aronowitz, 2009).
In many cases, victims are expected to cover all their living expenses
and the operational costs of the business from their share. In labour
trafficking, some employers keep part of the wages due to lack of skills
of the workers, as money presumably used for the “training” the victims
(Bressan & Arcos, 2017).

However, arrangements where victims retain more of the revenue have
also been reported. For victims of trafficking who are paid, there are
differing estimates of the money they are allowed to keep for themselves.
Some studies have reported that victims receive around 30-40% of the
total turnover (Belser, 2005; Bressan & Arcos, 2017). Even then, however,
sex workers seem also to be regularly fined by the traffickers for numerous
reasons such as not meeting their daily quota of earnings, tardiness,
improper clothing, attempts to escape, etc. Therefore they often receive
not more than 10% of their earnings (Dank et al., 2014; Englund et al.,
2008; Leman & Janssens, 2008; Petrunov, 2011) or sometimes even 2-3%
of the price paid by the customer (Bressan & Arcos, 2017).

Human traffickers and pimps employ basic accounting and bookkeeping
practices in order to assure proper management of their finances and
track record of the earnings and costs associated with the business.
Usually the sex workers are obliged to keep a record of the payments,
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although traffickers also use variety of techniques to cross-check the
declared amounts such as supervisors, secret clients, etc. (Dank et al,
2014; Korsell et al., 2011; Petrunov, 2011). This also allows them to closely
monitor the sex workers and control their earnings (Petrunov, 2011).
Among other financial aspects of human trafficking many researchers
reported the impositions of daily quotas to be reached by the sex
workers or providing performance incentives in order to encourage
maximum earnings. The quotas may vary depending on the time of
week and anticipated demand (Dank et al., 2014; Englund et al., 2008).
Since the traffickers/pimps expect certain revenues from the sex workers
they not only facilitate contacts with clients but also use variety of
methods to ensure that the managed sex workers will make more money
(Englund et al., 2008; Levitt & Venkatesh, 2007; Petrunov, 2011).

1.3.4. Handling of proceeds

Much of the revenue generated from the sex work is used for immediate
consumption by both the sex workers and the traffickers, money
laundering appears to be used rarely. However, both sex workers and
traffickers do tend to send part of their profits to their countries of
origin (Englund et al, 2008; Leman & Janssens, 2008; Petrunov, 2011).
Various techniques are used — smuggling of the cash across borders, use
of money transfer services such as Western Union and Money GCram,
informal value transfer services such as hawala, purchasing of goods —
i.e. trade-based money laundering (FATF, 2011; Petrunov, 2011). In cases
related to labour trafficking, shell companies, which are specifically set
up to employ trafficked persons play an important role. Eventually the
accounts of these companies are credited through payment of invoices
for services and thus traffickers are able to monetise their illicit services
(FATF, 2011).

The process of money laundering usually starts with stockpiling the
generated revenues in cash and then transferring it in small amounts
to the country of origin. In cases related to sex trafficking, the cash
smuggling is done either by the sex workers themselves or by associates
of the traffickers who act as cash couriers. Another common method
is the use of money remittance companies. However, traffickers try to
obfuscate the money trail and conceal the actual intended recipient, so
usually the sex worker transfers the amounts to family members or close
relatives or designated persons with false IDs. The third technique used
is import/export companies to buy goods, which are subsequently sold in
the country of origin. Such goods are reported to include new and used
cars, caravans, yachts, heavy-duty machinery, construction equipment,
furniture, clothes, shoes, leather goods, jewellery, watches, perfumery,
etc. In many cases traffickers establish companies in their countries of
origin, which then sell these goods (FATF, 2011; Petrunov, 2011). In cases
where the money is to be invested in property or some legitimate
business, traffickers take certain steps to conceal the origin of the funds.
They use a variety of techniques for this purpose such as declaring loans
or donations received from physical and legal persons, fictitious gambling
and lottery game wins, mortgaging real estate property, etc. (FATF, 2011;
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Petrunov, 2011). Part of the money that was laundered and sent to
the country of origin will be returned to the country of exploitation to
address some of the costs of the ongoing trafficking business. This can
be in the form of money to pay for rent and food, but also in the form
of real estate, bought to facilitate subsequent exploitation (e.g. a shop or
a bar) (Europol, 2015).

Most evidence suggests that in the human trafficking business investments
in the legitimate economy rarely take place and traffickers generally use
simple money laundering methods. Moreover, even these are rarely used,
since most of the earnings are used for immediate consumption (Eglund
et al., 2008; Petrunov, 2011). Existing empirical evidence suggests that
about 8% of the traffickers eventually invest in legal businesses (Dank
et al., 2014). However, when traffickers decide to invest — they usually
follow two approaches. The first is to invest in property or business that
will facilitate their criminal business such as apartments or nightlife venues
either in the destination or country of origin. Thus, as property owners
they are able to eliminate the need to pay rent for business facilities, which
is a substantial expenditure. Nightlife economy venues could be used
either to procure sex services or to recruit new “employees” (Petrunov,
2011). The second approach is to invest the proceeds in legitimate
business that will allow them to step out of the criminal business, when
they are ready to retire. Investments in a variety of sectors of the
legitimate economy were reported — agriculture, construction and real
estate, logging, transport, retail and tourism, retail stores, hotels, coffee
bars, restaurants, dance clubs, casinos, auto body shops, etc. (Dank et
al., 2014; FATF, 2011; Leman & Janssens, 2008; Petrunov, 2011). Apart
from investments in the legitimate industry, traffickers might invest part
of their profits into other criminal businesses such as loan sharking,
illegal gambling, and other betting games (Petrunov, 2011).

1.4. METHODS AND DATA

The current study explores how criminal actors involved in this illegal
activity manage their criminal finances: how they access and raise capital
for launching new or running their established criminal business, how
they manage financial flows into and out of their criminal enterprises,
how they settle payments, how and where they invest their profits. The
study focuses on two forms of THB, namely trafficking for sexual and
labour exploitation.

The study relied on in-depth country case studies for the primary data
collection. The country case studies have been conducted in nine EU
member states (Belgium, Bulgaria, Italy, France, Germany, the Netherlands,
Romania, Spain, and the United Kingdom) with the collaboration of
country researchers with a good track-record in conducting field research
and well-established contacts with relevant national authorities. The
countries have been selected in a way that allows covering both major
countries of origin and major end destinations. The selection of the



26

FINANCING OF ORGANISED CRIME: HUMAN TRAFFICKING IN FOCUS

countries also responded to the need to assure both proper geographical
coverage and inclusion of countries with diverse legal regimes of the
sex markets — e.g. penalisation of sex buyers (France), legalisation and
regulation of prostitution (Germany and the Netherlands) or criminalising
only the organisation of prostitution (Belgium, Bulgaria, Italy, Romania,
Spain, and the United Kingdom).

Each of the country case studies was based on the data gathered from
the following sources:

¢ Academic and grey literature on financing of organised crime generally
and human trafficking specifically - the review included academic
articles and reports by research institutes, reports by governments,
national and international law enforcement (Europol, national crime
agencies, etc.), international organisations (ILO, UNODC, FATF). The
available literature reviewed was in a variety of languages such as
English, Bulgarian, Romanian, Italian, Dutch, French, German, and
Spanish.

e Statistical data - figures on human trafficking were gathered from
sources at the international and national level. Wherever possible,
data was collected from sources using a standardised methodology in
order to ensure comparability.

e Semi-structured interviews with a variety of stakeholders related to
human trafficking — experts (police officers, investigators, officials from
national rapporteurs, prosecutors, lawyers, criminologists), victims of
trafficking and perpetrators. A total of 197 interviews were carried out
in the nine countries.

e Police and judicial case files (Bulgaria, France, Italy, the Netherlands,
Spain, and the United Kingdom) and/or media reports (all countries).

The in-depth interviews were conducted implementing a common
protocol, which was designed to facilitate consistency of data collection
and subsequent analysis of the different aspects of criminal money
management. The interview protocol was designed in 2 versions —
one for law enforcement and judicial experts and one for criminal
entrepreneurs. Both versions covered the same topics, including: initial
capital for financing of THB activities (market entry thresholds, sources
of capital, access to external capital), criminal money management (type
and structure of costs, forms and settlement of payments, handling of
profits), role of the internet and new ICT and their impact on criminal
money management.

The respondents for the interviews were identified in three main ways.
Most of the interviewed experts identified through official correspondence
with government, judiciary, and law enforcement bodies, as well as non-
governmental organisations. Similarly, in order to conduct interviews
with offenders in prison, official request to prison administrations were
submitted and subsequently an informed consent from the prison inmates
was obtained. Due to the long and burdensome procedures, country
researchers in only half of the countries (Belgium, Bulgaria, Romania, and
Spain) managed to arrange for such interviews. Secondly, respondents
were usually asked to recommend other relevant experts and thus through
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a snowball sampling new inter-
FiGURe 2. THE METHODOLOGICAL APPROACH —  viewees were identified. The
third method used was to ap-
proach participants in previous
work in the field of organised
crime and also through their
recommendations to enlarge
the sample of respondents. In
many cases, the conducted
interviews were supplemented
and augmented through follow-
up meetings and additional
information acquired via phone
or email correspondence.

97 semi-
structured

Statistical Media
data reports

9in-dep
country
case

Academic Police and
and grey judicial case

The country researchers also
consulted  public court case
files. Some country researchers

. requested and were granted

access to confidential police or
prosecution files on THB cases
(France, the Netherlands, and
the United Kingdom). Unlike
court decisions that usually
provide scarce information on the financial aspects of the crime, police
files and indictments contain much more information, which during trials
is often disregarded as irrelevant. This is why access to such documents

proved quite valuable sources of information.

Data collection in each country followed the common ethical standards
for studies of similar kind such as obtaining informed consent from each
interviewee and protecting their anonymity. Human rights, dignity and
fundamental freedoms of all respondents were respected and all personal
data was handled according to national and the EU data-protection legal
framework. The analytical outputs also do not contain any personal data.
The data collected within the current study has informed two levels of
analysis presented in this report — a general overview of the financing
of human trafficking for sexual and labour exploitation and national-level
analyses of THB for each of the covered nine EU countries.

The selected methods and data sources are not without constraints.
Data retrieved through interviews with representatives of the official
authorities (police officers and prosecutors) is often prone to limitations
such as the level of competency and experience of the respondents,
institutional priorities and broader political agendas. Another shortcoming
of such official accounts reportedly is the stereotyping of “organised
criminals,” which eventually disregards the broader social and cultural
context in which they operate (Hobbs & Antonopoulos, 2014). Similarly,
interviews with criminal offenders are often burdened with issues such as
accountability and validity of the information shared, as well as selection
bias due to impossibility to assure representativeness of the interview
sample thus usually limiting the focus to criminal actors operating on
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small scale (e.g. Zhang & Chin, 2004; Zhang, 2014). Media sources
are also susceptible to various biases — they usually cover cases which
have been brought out to the public by the official authorities and
therefore only portray success stories, not to mention the sensationalism
and moralistic way of conveying the information. These characteristics
substantially decrease the empirical value of media sources for analytical
purposes (Antonopoulos & Hall, 2015). The efforts to overcome these
limitations included cross-checking and triangulation of data through
different sources. This allowed most dubious accounts to be eliminated
and a certain level of data quality and robustness to be achieved.



2. MARKET STRUCTURE AND SOCIAL ORGANISATION
OF TRAFFICKING IN HUMAN BEINGS IN THE EU

Trafficking in human beings represents a serious crime and an abuse of
the fundamental rights and dignity of individuals. Victims of trafficking,
also defined as “modern day slaves” (OSCE, 2005), are children, women,
men that suffer different forms of exploitation and are forced to work
in prostitution, strip clubs, sweatshops, agricultural businesses, service
industries. Specific factors point to the increase of trafficking in human
beings. First, the high number of persons that make use of the services
of traffickers due to poverty and lack of opportunities to improve their
life conditions. Second, the presence of porous borders (such as the ones
of the former Soviet Union); or, conversely, tighter controls, less chances
for legal migration that force migrants to use illegal services (Salt, 2000;
Di Nicola, 2014; Shelley, 2001; Aronowitz, 2001). Third, globalisation and
advanced communication technologies. More recently, the consolidation
of criminal networks and their increased sophistication of the methods
used for trafficking (Aronowitz, 2001; 2009; Zhang, 2007; Di Nicola,
2014). But what is trafficking in human beings? And what is its extent
and nature? Furthermore, who are the criminal entrepreneurs involved in
this criminal market and what are their social organisation and business
models of exploitation in the EU?

Drawing from the extant literature and the country case studies developed
during a research on financing of trafficking in human beings carried out
in 2017 — 2018 in the nine EU countries, the present chapter deals with:

e the definition of trafficking in human beings at the international and
European levels and with reference to two main forms (i.e., sexual
and labour exploitation);

e the extent of trafficking also highlighting the challenges related to
estimations;

e the organisation and structure of the actors involved in this criminal
market;

* the business models of trafficking and exploitation in the countries of
destination of the victims.

2.1. EXTENT OF TRAFFICKING IN HUMAN BEINGS WITHIN THE EU

Starting from the year 2000, the number of publications on THB
has increased rapidly in light of the political interest following the
introduction of the UN Palermo Protocol, and of the growing national
and international attention also reflected in the rise of the number of
programmes to prevent and counter trafficking (Laczko, 2007). Data
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on the extent (numbers of victims and/or traffickers) of trafficking of
human beings are collected at the EU level by various governmental
and inter-governmental bodies, law enforcement agencies (LEAs) and
non-governmental organisations (NGOs), as also reflected by the country
case studies (Table 1). Eurostat has compiled the first two working papers
with statistics on trafficking in human beings in all 28 EU member states,
while at the EU level there is an EU anti-trafficking coordinator and a
network of appointed national rapporteurs that are supposed to collect
data at the national level (European Commission, 2015).

TaBLE 1.

INSTITUTIONAL SOURCES OF DATA ON TRAFFICKING IN HUMAN BEINGS

IN NINE EU COUNTRIES

Italy

The Netherlands

Belgium

Germany

Bulgaria

Coordination Centre for Human Trafficking (CoMensha)

Interdepartmental Coordination Cell (including all the actors
involved in the fight against trafficking in human beings),

private authorities (e.g., Myria)

Department of Equal Opportunities, NGOs, International Organisation
for Migration

Source: Authors’ elaboration on data of country case studies.

German Federal Office of Criminal Investigation (BKA)

National Commission for Combatting Trafficking in Human Beings

Despite this, the scale of trafficking in human beings within the EU is
difficult to estimate due to several reasons. As stated by Europol (2016,
p. 9), “human exploitation can be hidden behind other criminal offences,
such as prostitution, irregular migration, property crime or even labour
disputes. Victims are often exploited in multiple ways or may be involved
in other illicit activities, resulting in cases of THB not being investigated
or recorded as human trafficking. Moreover, differences in national legal
definitions of THB hinder the comparison and assessment of common
trends and patterns across the EU”. Other factors, as underlined by
some scholars (Di Nicola, 2007; Aromaa, 2007; ILO, 2012; Gozdziak,
2015; Laczko, 2007; OSCE, 2005; Zhang, 2009; Tyldum 2010) and by
all the country cases studies, are responsible not only for the lack of
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precise estimations on THB but also for the almost impossibility to
compare the collected data among regions. First, the clandestine nature
of trafficking, which allows to measure only the tip of the iceberg, and
the fact that data may reflect law enforcement agencies, prosecution,
and non-profit organisations’ activities. Second, the lack of awareness
and understanding of the signs of trafficking by institutions and police
forces. Third, the weak legal status of victims in the legislations of
most countries or the fear of intimidation and retaliation on the side of
traffickers/exploiters, which prevent them from reporting or collaborating
with the police. In the case of labour exploitation, in particular, victims
may not even perceive themselves as such (Nicolae, 2018). Finally, the
difficulty for researchers to access police databases both in the EU
and in non-EU countries. As reported in the country case study of
Belgium, also confirmed by the other studies, “seeing that [trafficking
in human beings] is a gravely underreported phenomenon any claims
regarding [its] incidence cannot be substantiated” (Raets & Janssens,
2018). Consistently, limits in collected qualitative information have been
underlined with reference to sampling and representativeness of results,
data collection techniques (i.e. questionnaires, interviews) and source of
data (i.e. victims, stakeholders, etc.) (Di Nicola, 2014). As a consequence,
the data presented are indicative.

The last data available at the EU level for the period 2013 — 2014
(European Commission, 2016), report a total of 15,846 (identified and
presumed) registered victims per 100,000 inhabitants (EU-28), with
65% of the registered victims being EU citizens, 76% women and 15%
children. Consistently, in 2012 the majority of detected victims were
females, 75% of whom in 24 member states (Eurostat, 2015), although
the trend worldwide during the period 2004 — 2014 was of an overall
decrease in the share of detected female victims and an increase
in the share of detected male victims (more than 1 in 5 detected
trafficking victims) (UNODC, 2016). In particular, the increase in the
share of detected men has been registered mostly in Europe, Central
Asia, and South America (25 countries). As for children victims of
THB, data suggest that they are detected more often in Sub-Saharan
Africa, Central America, and the Caribbean, and less in wealthier
countries of North America, Europe, and the Middle East (UNODC,
2016). In the period 2013 — 2014, trafficking for sexual exploitation
appears the most widespread form (67% of registered victims), while
labour exploitation accounts for 21% and 12% for other forms of
exploitation. The majority of victims trafficked for sexual exploitation
were women (96%) and, conversely, the majority of trafficked victims
for labour exploitation were men (74%). As for the nationalities of
victims, the top five within the EU were Romanian, Bulgarian, Dutch,
Hungarian, and Polish. The most represented non-EU nationalities
were Nigerian, Chinese, Albanian, Vietnamese, and Moroccan.” Similar

7 Information about victims has been collected from various sources: police (as the main source),
NCOs, immigration services, border guards and labour inspectors. In line with Directive
2011/36/EU, “identified victims” are individuals formally identified by the relevant authorities
as victims of THB. “Presumed victims” are trafficking victims that have met the criteria of
the Directive but have not been formally identified by the relevant authorities or who have
declined to be formally or legally identified as victims of THB. Data referring to “registered
victims” include both types (Eurostat, 2015).
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estimations of the number of trafficked victims identified in Europe
are provided by the US Department of State (2016) which reports a
total of about: 11,905 victims in 2012; 10,374 in 2013; 11,910 in 2014,
and 11,112 in 2015.

According to UNODC (2016), the majority of victims (57%) were
trafficked transnationally (i.e. crossing at least one international border);
the remaining were trafficked within national borders in the period
2012 - 2014. As for the repatriated victims of trafficking, about 77%
were trafficked to countries of the same region. The remaining 23%
were trafficked to other regions, the countries of Western and Southern
Europe and the Middle East being the most prominent destinations areas
(UNODC, 2016). Victims coming from Europe, South America and West
Africa are usually trafficked to Western and Southern Europe; while
victims from Asia and East Africa are generally trafficked to the Middle
East (Figure 3).

FIGURE 3. MAIN DESTINATIONS OF TRANS-REGIONAL FLOWS AND THEIR
SIGNIFICANT ORIGINS, 2012 — 2014
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Western and southern regions of Europe are destinations for trafficking
flows originating in many other regions. According to UNODC (2016,
p. 75), “137 different citizenships from all regions were detected in or
repatriated” from these areas and much of the trafficking flows were of
domestic type. During the period 2012 — 2014, EU countries represented
the main origin of trafficking and about 47% of the detected victims in
Western and Southern Europe were trafficked from Central and South-
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Eastern Europe.® Victims from Central Europe were found in France,
Germany, the Netherlands, and the United Kingdom (Figure 4).

FIGURE 4. ORIGINS OF DETECTED TRAFFICKING VICTIMS IN WESTERN
AND SOUTHERN EUROPE, BY SUB-REGION
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In particular, main trafficking flows to Western and Southern Europe
originate from: a) Central and South-Eastern Europe, with a significant
number of Bulgarian and Romanian victims; b) West Africa, with Nigerian
victims detected in Scandinavia, France, Germany, Ireland, the Netherlands,
the United Kingdom, and Southern Europe; c) East Asia, with victims from
China, Indonesia, the Philippines, Thailand, and Vietnam. The trend in the
trafficking flows of the last decade shows a decrease in the number of
victims from Eastern Europe and Central Asia. More recently, also flows
from West Africa have decreased in parallel with an increase of the flows
of trafficking from East Africa. “If current trends continue over the next
years, trafficking into Western and Southern Europe will become even
more regional and local. Most trans-regional flows appear to be decreasing,
while intraregional flows are growing. This is particularly true for the flows
from Central and South-Eastern Europe” (UNODC, 2016, p. 77).

Within Europe, Italy represents one of the main entry points for trafficked
victims — especially from Africa due to the key role of the Central

8 The countries in Western and Southern Europe are: Andorra, Austria, Belgium, the Netherlands,
the United Kingdom, Ireland, Denmark, Norway, Sweden, Finland, Switzerland, Germany,
France, Spain, Portugal, Italy, Greece, Malta, and Turkey. The countries in Central and South-
Eastern Europe are: the Czech Republic, Estonia, Hungary, Latvia, Poland, and Slovakia (Central
Europe); Albania, Bulgaria, Montenegro, Romania, Serbia, Slovenia, and the former Yugoslav
Republic of Macedonia (South-Eastern Europe) (UNODC, 2016).
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Mediterranean route (Terenghi & Di Nicola, 2018) - who are either
exploited in the country or further trafficked to other EU countries.

Data from Frontex (2017, p. 8) underline that since 2014 the number of
detections of illegal migrants crossing the Central Mediterranean Sea has
exceeded 100,000. This increase is driven by the pressure of migrants
who arrive in Libya (the main point of gathering) and subsequently try
to enter into Europe (both trafficked and illegal migrants). Even if the
routes of migration change over time and quickly, also due to LEAs
counteraction and/or political agreements among EU/third countries, at
present three routes are used from Sub-Saharan Africa to Italy and then
other European countries: a) the Western route where the main source
countries are Mali, The Gambia, and Senegal; b) the Central route
starting from Nigeria, and passing through Agadez in Niger or Chad
and converging in Libya; c) the Eastern route for which source countries
are mainly Somalia, Eritrea, and Sudan and which usually cuts north
through Sudan and Egypt and then along the coast of Africa (Terenghi &
Di Nicola, 2018). Similarly, Spain is another country used by traffickers
as an entry point to Europe from Sub-Saharan Africa passing through
Morocco (Meneses-Falcén et al., 2018).

2.1.1. Sexual and labour exploitation: main definitions
and trends at the EU level

Trafficking for sexual exploitation includes the exploitation of persons into
prostitution and similar markets, such as pornography (UNODC, 2016;
Hodge & Lietz, 2007). Forced labour is defined in Article 2 of the ILO
Forced Labour Convention, 1930 (No. 39) as “all work or service which
is exacted from any person under the menace of any penalty and for
which the said person has not offered himself voluntarily.” It is estimated
that in most regions worldwide, detected victims of sexual exploitation
are mainly females (about 23,000 between 2012 and 2014), a trend which
is decreasing compared to previous years and in line with estimations at
the EU level (22 member states), where for the period 2010 — 2012, 95%
victims were females, and 4% males (% of total number of registered
victims). In this regard, the female victims exploited in the sex market
are increasingly minors (see also Oude Breuil et al., 2018; Antonopoulos,
2018; Lalam, 2018; Terenghi & Di Nicola, 2018; Meneses-Falcon et al.,
2018; Sirseloudi, 2018; Nicolae, 2018). Trafficking for sexual exploitation
is reported mostly in Western and Southern Europe (where also the few
males were detected) and Central and South-Eastern Europe. In the sub-
regions of the latter, victims trafficked for forced labour range around
20-30% of the total number of detected victims (UNODC 2016; Eurostat,
2015) (Figure 5).

As underlined in the literature (Europol, 2016; US Department of State,
2016; Smit, 2011; ILO, 2012) and the country case studies, labour
exploitation within the EU is a current and increasing form of exploitation
due to the high demand for services at low cost by producers and
consumers. It seems, however, to remain under-recorded compared to
sexual exploitation for reasons such as different priorities of the police
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FIGURE 5. SHARES OF EXPLOITATION TYPES AMONG DETECTED TRAFFICKING
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and the prosecution, lack of specific national laws, isolation of victims
and their lack of awareness of being exploited or even reluctance to
admit this condition. Thus, Romanian victims (especially men) hardly
accept to consider themselves victims of trafficking (Nicolae, 2018). This
type of abuse displays in different ways, where the common element is
the violation of workers’ rights in terms of dignity and working conditions
(e.g. intimidations and physical violence, extremely long hours of work,
unhealthy conditions), done in order to maximise profits. Victims of
labour exploitation are usually employed in less regulated industries which
in many cases “require cheap and temporary manual labour [force]”
(Meneses-Falcon et al., 2018). As underlined in the Belgian country case
study, “the posting of workers from low-wage in high-wage countries
lends itself well to [this] purpose, as it enables the entrepreneur to
employ workers in the country of destination under the conditions of the
country of origin. These type of secondment schemes or social dumping
practices are frequently accompanied by bogus self-employment ploys.
By falsely declaring workers as self-employed, the enterprise is no longer
bound by regular terms of employment” (Raets & Janssens, 2018).

The main economic sectors of employment, across Europe, are the
following: agriculture, forestry, catering industry, construction and textile
industries, manufacture, housework, logistics (transportation), wholesale
and retail distribution, hospitality industry, service establishments (e.g.,
nails salon, car washes, garages, cleaning services, tanning salons, service
stations), and restaurants. In ltaly, for example, agriculture is one of the
main sectors of labour exploitation both of nationals, trafficked victims
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and irregular migrants. This is due mainly to the need for farmers to
have a flexible labour force in the very last minute and to cut harvesting
and production costs in line with the very low prices at which major
multinational corporations purchase agricultural products (Terenghi &
Di Nicola, 2018). In minor cases, other forms of labour exploitation have
been reported as well (Raets & Janssens, 2018; Terenghi & Di Nicola,
2018; Meneses-Falcon et al,, 2018; Nicolae, 2018; Rusev et al., 2018),
such as forced begging or pickpocketing, forced criminality (for example
drug dealing, theft), sham marriage.

As for the nationalities of trafficked victims within the EU, according
to some country case studies (Table 2 and Table 3) sexual exploitation
involves women and girls mainly from Bulgaria, Hungary, Romania,
Slovakia, and more recently Lithuania (years 2013 — 2014) (Europol, 2016;
Siegel and de Blank, 2010; UNODC, 2010b; Becucci, 2008). In the period
2010 — 2012, Dutch and Polish victims were also registered. Flows are
from Central and Eastern Europe to Western Europe (to countries such as
Austria, Belgium, France, Germany, Greece, Italy, Spain, the Netherlands,
and the United Kingdom), although victims may be nationals exploited
in their countries of origin as pointed out by some country case studies
(Oude Breuil et al.,, 2018; Sirseloudi, 2018; Nicolae, 2018; Rusev et al.,
2018). A significant number of victims have a non-EU nationality as well,

TABLE 2.  MAIN NATIONALITIES OF TRAFFICKED VICTIMS FOR SEXUAL AND LABOUR
EXPLOITATION IN SOME EU COUNTRIES

The Netherlands  Local (Dutch); East Europeans (Hungary, Bulgaria, Romania); Greek;
West Africans

France Local (French); East Europeans (Romania, Bulgaria, Hungary); Chinese;
Africans (Nigeria, Cameron); South Americans (Ecuador, Brazil)

Spain East Europeans (Romania, Bulgaria); Sub-Saharan Africans; Chinese;
Latin Americans

The Netherlands ~ East Europeans; Asian; Turkish

Italy East Europeans (Albania, Poland, Ukraine, Bulgaria, Romania, Slovakia);
Sub-Saharan Africans; Asian

Source: Authors’ elaboration on data of national country case studies.
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and they come mainly from Albania, Brazil, China, Nigeria (one of the
most persistent trafficking flow), and Vietnam. Member states located
at the borders of the EU (such as ltaly, Portugal, Spain, and the United
Kingdom) are main entry point for this type of victims;, whereas within
the EU, Austria is increasingly becoming a transit point for victims coming
from Central and Eastern Europe.

The Asia-Pacific region (11.7 million) and Africa (3.7 million) account
for the highest numbers of victims of forced labour, whereas in the
developed economies and the European Union, the total number of
victims is 1.5 million, corresponding to 7%.° As ILO (2012) has underlined,
the major proportion of trafficking for forced labour occurs in the same
region. According to Europol (2016), the majority of trafficked victims
in 2013 and 2014, are citizens of EU member states, originating in
particular from Bulgaria, Poland, and Romania, followed by Slovakia, the
Czech Republic, and Estonia. Fewer victims are detected from countries
at the border of the EU (Albania, Moldova, Morocco, Russia, Turkey,
and Ukraine), and victims coming from Asia, China, India, Sri Lanka,
Pakistan, the Philippines, and Vietnam. These trafficking flows within
the EU are mainly directed to Austria, France, the United Kingdom, the
Netherlands, Switzerland, Italy, Greece, Spain, and Portugal.

2.2. PROFILES OF TRAFFICKERS: FROM INDIVIDUAL
ENTREPRENEURS TO LOOSE CRIMINAL NETWORKS

According to some of the country case studies (Raets & Janssens, 2018;
Lalam, 2018; Meneses-Falcén et al, 2018), the majority of offenders
convicted for THB are male, while the offending rate of females is higher
when compared to other crimes. This is probably due to decisions by
women over time to become procurers as a mean to escape from the
exploitative situation, or to the limited employment options available to
previously trafficked women. The prevalence of female traffickers and/or
exploiters characterises Nigerian and Chinese criminal networks, where
the victims especially in the former case, manage “to move up the ranks
and assume the position of madam” (Raets & Janssens, 2018). At the
EU level, as pointed out by the extant literature and the majority of the
country case studies, exploitation of victims is organised and managed
by resident Nigerian women, referred to as “madams,” holding in some
cases an independent entrepreneurship role (Mancuso, 2013; Siegel & de
Blank, 2010; UNODC, 2011). In Spain, for example, out of 616 persons
prosecuted and detained for trafficking, 40% were women in 2015
(Meneses-Falcén et al., 2018). Consistently, many of these convicted
women are former victims of sexual exploitation that collaborate with
the criminal network as a means of earning profits. The variety of actors
involved in human trafficking is wide, being a criminal activity that can
be also managed by single individuals from recruitment to exploitation. As
pointed out in the country studies, “trafficking may not always involve an

°  For regional groupings, see the Employment Trends Report (ILO, 2012).
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organised crime group. [...]. Although in the UK policy, law enforcement
and non-governmental organisation rationale great emphasis is placed
on human trafficking that is of transnational nature, it is important for
one to remember that human trafficking is not always and necessarily a
transnational crime” (Antonopoulos, 2018).

2.2.1. Different trafficking models: organisation,
structure and roles

The organisation and structure of traffickers involved in trafficking in
human beings is diversified depending on the situation, scale of the
operations, and country. THB may involve single individuals in charge of
recruiting, transporting, and exploiting one or two victims in the same
city or region to highly sophisticated organised crime groups moving
large numbers of victims in different countries, and arranging from the
recruitment to the production of false documents, transportation, and
exploitation (UNODC, 2014; Shelley, 2007; Di Nicola, 2014; Aronowitz,
2001). “There is, however, little evidence of highly structured, hierarchical
organised crime enterprises involved in human trafficking. Instead
trafficking in human beings tends to be the domain of more loosely,
organised, entrepreneurial organised crime networks” (Aronowitz, 2009,
p. 66). This is also evident in all the country case studies.

TaBLE 3. TYPOLOGY OF THE ORGANISATION OF TRAFFICKING IN HUMAN BEINGS

Domestic or short-distance Trafficking flows within Long distance trafficking flows
trafficking flows the sub-region or neighbourhood involving different regions
sub-regions

Small number of victims ~ More than one victim Large number of victims

Limited investments Border crossing with or Border crossing (also in cases

and profits without travel documents where documents are required)

No or very limited Endurance of the operation
organisation required

Source: Authors’ elaboration of UNODC (2014).
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In trafficking in human beings, loose criminal networks are predominantly
active, linked by ethnicity or kinship, with interchangeable roles among
members, capable of adapting to mutating circumstances and exploiting
new opportunities. These networks are likely to be organised in small
groups that can operate independently or collaborate with other
criminal groups. Cooperation usually occurs for the provision of specific
services such as the recruitment of victims in certain countries or their
transportation to the locations where they will be exploited (Europol,
2016; Antonopoulos, 2008; Di Nicola, 2014; Smit & van der Laan,
2014). “The level of the organisation in human trafficking operations
varies widely. Human trafficking rings are largely part of a continuum
ranging from single perpetrators over loose, self-supporting networks to
complex, multinational conglomerates. [...] Human trafficking operations
are generally more organised in terms of their activities than they are
organised in terms of structure” (Raets & Janssens, 2018). UNODC (2014)
has suggested three main typologies of the organisation of trafficking
in human beings, identifying related structure and modi operandi of
criminal groups (Table 3).

2.2.1.1. Individual traffickers/entrepreneurs

These criminal entrepreneurs are usually low-profile actors managing
the entire trafficking operation, from recruitment to exploitation (mainly
at the domestic level), and with different degrees of organisation and
specialisation. In the UK, for example, a network analysis of the cases
of trafficking in human beings known to the Manchester police indicates
that most suspects are individuals, also called “lone wolves” involved
in just one crime concerning the exploitation of one single victim
(Antonopoulos, 2018). In some cases, these actors may provide specific
services to victims (e.g. traffickers of women to countries of the EU)
or may be independent traders or brokers who sell their expertise and
services to more or less organised criminal groups. According to the
country case studies, practices vary. There are pimps operating in the
Netherlands who manage 1-3 girls at a time, with acquaintances or
friends active in the sex market and who are not part of an organised
ring or network. Usually, they have a relationship with the exploited girl,
who in turn is forced to have sex with their friends and progressively
(through a process of psychological dependence and coercion) with
other clients outside the networks of friends and “eventually ends up in
a window prostitution area upon becoming 18 years old” (Oude Breuil
et al., 2018). Similarly, in Germany, perpetrators are single individuals
or pairs (pimps) who know each other and may also exchange women
and girls. The latter are often treated as property of the pimps and may
be even sold to others for a lump sum (Sirseloudi, 2018). In Bulgaria,
couples (married or not) are active in the sex market, where the role of
the woman is to solicit customers and provide sexual services, while the
man provides protection and facilitation (Rusev et al., 2018). Similarly,
in Romania, trafficking is justified “as a family matter between lovers or
spouses [...]. Traffickers do not just sentimentally overwhelm a victim,
they marry her or have children with her, which is why receiving money
from the victim’s prostitution activity (legal in the destination countries)
becomes justified as money for family daily expenses” (Nicolae, 2018).
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There are also independent traffickers who manage 2-3 girls and keep
the earnings for themselves but who in many cases have to pay
fixed fees to other criminal organisations as to be allowed to work in
particular locations (Rusev et al., 2018). In France, such single actors are
mainly active in deprived neighbourhoods located in big urban cities
(e.g., Paris, Marseille, Lyon, Lille), a trend which has started to spread
to other provincial areas (e.g., Avignon, Cannes, Clermont-Ferrand). They
are also involved in common criminality such as theft, extortion, drug
dealing, and in regard to sexual exploitation manage the logistics and
controls prostitutes. They usually work alone, and in some occasions
with two or three accomplices who are from the same deprived
locations (Lalam, 2018).

2.2.1.2. Small-to-medium (family-based) organised
criminal groups

These criminal groups deal with small-to-medium scale operations within
national borders or crossing borders among different countries along
short distances, and may be formed on the basis of ethnic, familial,
kinship bonds, as well as opportunistic and functional reasons. They
have a certain level or organisation and range from small groups with a
basic organisation or loose groups with a limited number of members
(specialised, for example, in the transportation of victims across countries
using tested routes); to criminal networks of well-organised transnational
groups or gangs (medium size), with a large number of members, contacts
and connections, and displaying high levels of expertise (Di Nicola, 2014).
In some cases, these criminal networks comprise legal entrepreneurs
and are involved in different criminal activities. East Europeans are
usually family based criminal groups, that can cooperate together in the
countries of destination of the victims (e.g., Albanians and Romanians in
managing sexual exploitation and forced prostitution in Italy) and with
the bosses residing in the countries of origin (Oude Breuil et al., 2018;
Antonopoulos, 2018; Lalam, 2018; Terenghi & Di Nicola, 2018; Sirseloudi,
2018; Nicolae, 2018; Rusev et al., 2018).

In the Netherlands, for example, mainly women from Hungary, Bulgaria,
and Romania are victimised by criminal groups of their ethnicity involved
in cross-border sexual exploitation. These criminal entrepreneurs have a
certain level of organisation and some hierarchy, being characterised by
a family business model, with exploitation of women and girls in the
local sex market. Usually, the head of the family manages the business
from the source country, while high level of flexibility allows for quick
adaptation — in the event of arrest of members another family member
(e.g. son, brother, nephew, son-in-law) takes over. “It is often a family.
Father and son, uncle and who-knows-whom. Or they come from the
same village, are neighbours and the brother of the one is married to
the sister of the other, that kind of cross-connections. Brothers in law,
yes, family relations. [Sometimes the victim has been] the girlfriend
of one of them and there is also a child” (Oude Breuil et al., 2018).
Criminal entrepreneurs with a similar structure and organisation are
found in Bulgaria and have Romanian nationality. The members are
usually part of extended families, and their trafficking activity involves
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women of the same ethnicity, family members or women bought from
other criminal groups (Rusev et al, 2018). In Romania, most of the
criminal entrepreneurs interviewed reported that the network in which
they operated was composed of relatives and friends (Nicolae, 2018).

2.2.1.3. Large organised and loose criminal networks

These criminal entrepreneurs control the entire trafficking operations and
provide services needed during the process (e.g. recruitment, provision
of counterfeit documents, transportation, corruption of public officials,
exploitation). They are organised in flexible, horizontal, and decentralised
criminal networks made of a large number of affiliates divided into
sub-units and run trafficking operations on a global scale, while their
internal structure varies (Antonopoulos, 2018; Raets & Janssens, 2018;
Lalam, 2018; Terenghi & Di Nicola, 2018; Meneses-Falcon et al., 2018;
Sirseloudi, 2018). There can be a certain internal hierarchy with a leader
or coordinator and after some trafficking operations the criminal network
may turn into a more hierarchical and rigid structure. A criminal activity,
for example, may include various sub-activities carried out by a network
of independent nodes in different regions, each supervised by a boss,
with an overall coordinator supervising the entire operation. In general,
their flexible nature allows for joint ventures with other criminal groups
based on mutual trust and for quick adaptation to circumstances (e.g.
changes in legislations and law enforcement activity) and new markets
(i.e. diversification of criminal activities). When managing and facilitating
the trafficking operations, these criminal entrepreneurs may turn to
criminal specialists providing particular services (e.g., forged documents,
counterfeit identities, cyber-money laundering), and increasingly recruited
on the internet in the crime-as-a-service arena (Europol, 2016; Aronowitz,
2009; Di Nicola, 2014).

Usually, the members of these criminal networks are linked by ethnic
ties and share the same cultural and social background. In most cases,
they come from the same villages or towns in the countries of origin,
and affiliates (as also to facilitate the trafficking operations) may reside
in origin, transit, and destination countries providing specific services,
such as transportation or safe accommodations for victims during the
journey. “The abuse of traditional cultural practices at one’s discretion is
central to many international trafficking rings” (Raets & Janssens, 2018).
At the European level, and with reference to the country case studies,
the main ethnicities are East Europeans (from Romania, Albania, Bulgaria,
and Hungary), Nigerians, Chinese, and Indians.

Chinese criminal networks are highly structured and based on several
cells in charge of different trafficking stages (e.g. recruitment, arrangement
of documents for victims, exploitation). Similarly, Nigerian OCGs are
based on cellular structures, each operating independently, and using a
large network of personal contacts within EU countries (Oude Breuil et
al., 2018; Raets & Janssens, 2018; Lalam, 2018; Terenghi & Di Nicola,
2018; Sirseloudi, 2018). As reported by the country case study of France,
Nigerian OCGs are continuing to develop on the territory of the EU.
After having settled first in Spain and Italy, which are the two main
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entry points into Western Europe, these networks have started to root
in France, then in Germany and Austria, using Greece and Turkey as
main routes to enter into the Schengen area. Other European countries
such as Denmark, Sweden, and Finland have been targeted by these
criminal networks as well. These developments have been facilitated by
the growth of Nigerian shops, hotels, and apartments functioning as a
cover-up for indoor prostitution managed mainly via the internet (Lalam,
2018). In Germany, for example, Nigerian OCGs operate at a highly
organised level. They are characterised by a strict division of labour
and specialisation, and they are able to react with flexibility to police
counteractions. “The Europe-wide connections, which can be based either
on family or business ties within ethnic communities in the countries
[of destination] enable quick information flows” (Sirseloudi, 2018). In
Italy, these groups have been defined during some trials, like mafia-type
associations since their members have been sentenced under art. 416 bis
of the Italian Penal Code. Indeed, their behaviour has been ascertained
as that of “Mafiosi” in relation to the type of control exercised within
Italian territories mainly through racketeering against other nationals. As
for sexual exploitation, the structure and organisation of Nigerian OCGs
has been described in one judicial case as follows: “Members active in
Nigeria are involved in all the necessary stages to bring potential victims
to Europe, such as obtaining visa, hosting girls in accommodations while
waiting for documents, managing voodoo rites (named juju) on girls to
formalise the obligation to settle their debts, arranging travels. While the
members active in Italy, cooperate to obtain and assure illegal entries
of victims to Italy or Europe, to find ‘mamans’ that manage women
and girls and their prostitution activity, to arrange accommodations, to
gather profits and to intimidate victims” (Terenghi & Di Nicola, 2018).
On the contrary, Bulgarian, Czech, Hungarian, Romanian, and Slovakian
organised crime groups used to have a hierarchical structure in common
that relies on a strict division of tasks, while operating with small and
mobile groups of victims under the control of few members of the
organisations (Zhang, 2007). These groups have gradually transformed into
loose criminal networks, especially with the entering of some of these
countries into the EU. In this regard, the evolution of Bulgarian OCGs
especially with reference to two historical periods (before and after the
entering of Bulgaria in the EU) exemplifies the characteristics of these
type of criminal networks, the level and sophistication of involvement in
trafficking in human beings (Rusev et al., 2018). The evolution in their
modi operandi can be divided into three main stages:

— Mid 1990s, the first period of development in which the trafficking
of women and girls for sexual exploitation was mainly of domestic
type and represented a huge source of profiting for large criminal
syndicates (the so called “violent insurers”) that detained control over
the supply side, through the ownership of different prostitution venues
(e.g., hotels, nightclubs, bars) in major cities and resorts.

— From 2001 up to 2008, when Bulgaria joined the UE, and especially
since 2013 (with the access to the common EU labour market), an
expansion of this business has occurred also due to the previous
establishment of some of these criminal organisations in other European
countries. “Initially it was the big criminal players — local units of
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the so-called ‘violent insurers’ in Bulgarian cities — that made use of
this opportunity. Later, some independent procurers and networks
stepped in the cross-border trafficking as well” (Rusev et al., 2018).
As a consequence, the country became the second biggest source
country for trafficking and sexual exploitation.

— Since 2009, with the granting of full access to the EU labour market,
the big criminal syndicates have been replaced by loose criminal
networks in the trafficking and sexual exploitation, characterised
by flexibility and frequent turnover of actors, together with more
hierarchical organisations.

In contrast with the Italian context, where native OCGs are not involved
in trafficking in human beings since considered to be riskier and less
profitable compared to other criminal activities (e.g. drug trafficking),
in other countries native criminal entrepreneurs with a high level of
organisation are involved in this criminal market, managing all the trafficking
process. These groups may exploit both nationals and/or foreign victims.
In the Netherlands, for example, “Dutch perpetrators exhibit a larger
degree of organisation and (more often) have an international component
in the sense that [some of the victims] come from abroad. [...] The
trafficker who has a Dutch nationality or a residence permit employs
third parties to facilitate part of the work” (Oude Breuil et al., 2018). This
means recruiting girls from Eastern Europe, arranging their transportation
to the Netherlands, providing support to acquire a tax number, to
inscribe at the Chamber of Commerce, or a housing corporation or
renting a window, driving the girls to the prostitution areas/windows, and
other small services (e.g., acquiring condoms).

Similar to legal enterprises, the organisation of criminal businesses is
based on rational evaluations about minimising risks and maximizing
profits (Raets & Janssens, 2018). For this reason, and in order to increase
efficiency, criminal networks differentiate within their organisation the
roles and duties individuals perform to provide specific services. Examples
of roles include arrangers/investors, recruiters, scouters/informers, corrupt
public officials, document vendors, guides and crew members, debt
collectors or money launderers, etc. (Raets & Janssens, 2018; Terenghi &
Di Nicola, 2018; Meneses-Falcon et al., 2018; Zhang, 2007; Antonopoulos,
2008; Di Nicola, 2014; Aronowitz et al, 2010). The tasks performed
within the process of human trafficking in general and supposedly within
criminal networks involved in this criminal market are exemplified by the
UK country case study (Antonopoulos, 2018) (Table 4).

The involvement of these OCGs in other criminal markets is still a matter
of debate, as also underlined by some of the country case studies. In
Italy, for example, Albanian and Nigerian criminal entrepreneurs are
active in the drug trade and distribution at the national level as well,
although from other evidence it seems that trafficking in human beings
require a certain level of specialisation, is a time consuming activity
and as a consequence there is little room for diversion (Raets &
Janssens, 2018). As underlined in the UK country study (Antonopoulos,
2018) and in line with other evidence (e.g. other country studies,
police investigations, institutional reports), it seems that the involvement
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of traffickers in other criminal markets is related to the level of the
trafficking operations (small vs. large schemes) and the structure and
organisation of criminal groups.

TABLE 4. ACTORS INVOLVED IN THE PROCESS OF HUMAN TRAFFICKING

Organisers Persons in charge of planning the trafficking operations, establishing
contacts with individuals, with a recruitment of actors into a collective.
In small schemes, organisers manage all the aspects from recruitment
and transportation to exploitation.

Transporters/escorts Persons who assist the movement of victims to the EU.

Corrupt public officials Persons who provide assistance and support during the trafficking
process through the payment of bribes (e.g. employees in embassies
and consulates or employees of local authorities).

Enablers Persons with various expertise (e.g. lawyers, accountants) assisting
in the stages of the trafficking process as well as advising and
defending traffickers, or professionals who are integral part
of the management of the business.

Source: Authors’ elaboration on data of the UK country case study.

2.3. THE SOCIAL ORGANISATION OF TRAFFICKING
IN HUMAN BEINGS IN THE EU

Trafficking and further sexual and labour exploitation of victims can be
of domestic type (within the same countries or regions) or of cross-
border type, when it occurs between one or more countries (in Europe
or outside it). The latter appears to be more common, especially when
structured and organised OCGs are involved. In this case, the extant
literature (Shelley, 2011; Di Nicola, 2014; Europol, 2016; Cho, 2012; Jac-
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Kucharski, 2012) in line with some country studies (Terenghi & Di Nicola,
2018; Sirseloudi, 2018; Nicolae, 2018) point to the main factors driving
the decision of victims to leave their countries of origin which, in turn,
facilitate traffickers, especially during the recruitment stage: a) income
inequality, limited employment opportunities, gender discrimination against
women in employment; b) lack of education; c) family problems such as
violence, homelessness, parental illness, death of a parent; d) migration
policies of countries of origin and destination; e) socio-economic and/
or political unrest such as conflicts or wars, human rights violations;
f) information about opportunities via media or informal contacts. The
main pull factors include: a) employment opportunities and shortage of
manpower; b) democratic systems of government; c) social and political
stability and comprehensive social security.

Globalisation is considered to be another explanatory factor of THB,
together with corruption (Zhang, 2007; Di Nicola, 2014; Shelley, 2011).
Other contributing factors are: improvements in transportation, facilitating
the international movement of persons in general and THB in particular;
expansion of commerce globally and thus the awareness and perception
of disparities in living standards and distribution of wealth, especially
for those in developing countries; enhanced communications, such as
internet, having major impact on trafficking activities (e.g. recruitment of
victims, as well as sale of their services in case of sexual exploitation);
the demand for cheap goods, services, labour, and sex. “Although the
trade in human beings has existed on a global scale for centuries,
globalisation has brought profound economic and demographic changes.
With economic globalisation and growing international migration, human
trafficking has become an increasingly important component of this larger
movement of impoverished people” (Shelley, 2011, p. 135). In the case
of labour exploitation, two factors have been particularly relevant: on
the one hand, the high increase in world population, especially in poor
nations that drives competition for work and low human work prices
and, on the other, “rapid social and economic change in developing
countries, which disrupts traditional ways of subsistence and social support
system” (Zhang, 2012, p. 469). The role of corruption, which appears
another facilitating factor for trafficking in human beings, is twofold. On
one side, widespread corruption is detrimental to the economic and
political well-being of countries (increases in poverty for the majority of
individuals), undermines human security, and leave citizens more at risk
of trafficking and exploitation. On the other, corruption facilitates the
activities of THB. In different countries worldwide, custom or immigration
officials, for example, overlook fraudulent documents in exchange of
sexual services, or provide traffickers with fake or stolen documents,
or are even clients of brothels where victims are exploited for sexual
purposes (Antonopoulos, 2018; Terenghi & Di Nicola, 2018; Zhang, 2007;
Siegel and de Blank, 2010; Aronowitz, 2009).

Trafficking in human beings is better understood as a process (i.e.
consequential stages) instead of a single offence structured into three main
stages (Antonopoulos, 2018; Sirseloudi, 2018; Aronowitz, 2009; Aronowitz
et al., 2010). The first stage regards the recruitment of individuals, usually
using deception, coercion; the second involves the transportation and
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entry into another country (in the case of cross-border trafficking). The
third stage concerns the exploitation of victims that is when they are
forced into sexual exploitation or forced labour. A further stage may
occur, which consists in the laundering of criminal profits, and the
reinvestment in legal/illegal activities (Table 5).

TABLE 5. TRAFFICKING IN HUMAN BEINGS AS A PROCESS
AND OTHER RELATED CRIMES

.

in other crimes.
Source: Aronowitz et al. (2010).

y

*Includes all forms of exploitation: sexual exploitation, labour exploitation, organ removal, forced begging, and forced participation

Aronowitz et al. (2010) have argued that, during the trafficking process,
different crimes are committed, that can be instrumental and perpetrated
“in direct furtherance of the trafficking activity [...] or secondary as a result
of the trafficking activity. Examples [...] are falsification of documents,
forced prostitution or other forms of sexual or labour exploitation, violence
associated with maintaining the control over victims, and corruption of
government officials” (Aronowitz et al. 2010, p. 18). Trafficking for sexual
exploitation and forced labour share similar patterns when considering
these aforementioned stages. A case in point is a Thai massage parlour
in Belgium, where a criminal organisation was able, with the support of
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an employee of the Thai embassy in Brussels, to acquire resident permits
for all the exploited women and girls. Bribes to staff at the airport
allowed for secure transportation of victims with fake documents by
plane, while their accommodation “quite often backslides to rack-renting
practices” (Raets & Janssens, 2018).

2.3.1. Recruitment stage

In most cases, individuals are recruited in their country of origin through
the use of persuasion and deception by recruiters. Deception, in particular,
is based on false promises of employment, good working conditions and
salaries. The ethno-linguistic aspect is crucial for recruiting. Traffickers
usually have links with the territories in which they are active and come
from the same ethnic community or even hold familial ties with the
victims as underlined by the extant literature (Bra, 2008; Hodge & Lietz,
2007; Europol, 2016; Aronowitz et al., 2010; UNODC, 2014) and the
country case studies. Some authors (Siegel & Yesilgoz, 2003; Aronowitz,
2003) have pointed out that the recruitment of victims includes both
voluntary and involuntary elements. With regard to trafficking for sexual
exploitation, for example, the following two situations are possible: victims
are completely unaware of the nature of the job they will perform;
victims are aware of the nature of the work they are supposed to
perform but unaware of the situation and level of control, intimidation,
and exploitation. In both cases, victims accept to be recruited willingly
and voluntarily, since believe traffickers to be agents, employers or
organisers.

Although the methods used for recruitment may differ in respect to
the countries of origin and the ethnicity of traffickers, according to the
country studies and the extant literature (Hodge & Lietz, 2007; Bra,
2008; Europol, 2016; Antonopoulos, 2008; Di Nicola, 2014; Zhang, 2007;
Hughes, 2014; Latonero et al, 2015), there are some that are most
recurrent. The use of legitimate employment agencies, job announcements
in newspapers, magazines that offer well-paid jobs, especially to women
and girls as nannies, au pairs, waitresses, models or dancers that do
not require specific skills, qualifications or previous experience. For
example, a form of organised labour exploitation exists in companies
where temporary employment agencies are often (but not necessarily)
used for recruitment and that operate both in the countries of origin
of workers and in the countries of destination. This type of labour
exploitation usually involves multiple victims, mainly from East European
countries, and in the case of the Netherlands also Turkish ones. The
method of recruitment can be defined as an “all-inclusive” package
through which victims are approached offering transportation to the
national locations or countries of destination, employment contracts,
and different provisions and support in daily practicalities (Oude Breuil
et al.,, 2018; Antonopoulos, 2018; Terenghi & Di Nicola, 2018). “Most of
the Romanian people who come to the North of England for work are
promised, apart from work on contractual basis, help with the process
of claiming benefits, and health care (such as the services of dentists)”
(Antonopoulos, 2018).
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The same job advertisements can be found on the internet as well as
fictitious online travel agencies, although online methods of recruitment
can also occur via social networks (e.g., private messaging services or
fora).! In this case, it is possible for single recruiters to approach victims
not only with false promises of well-paid jobs but also through the lover-
boy method, which is exemplified by the Dutch case study. This (online
and offline) strategy consists in grooming and socially isolating the victim
that falls in love and becomes emotionally bonded to the exploiter. In
general, victims fall pray easily due their young age and the lack of
essential skills and experience, particular life events, social backgrounds
(e.g. impoverished neighbourhoods, childcare institutions, etc.). The pimps
specifically target this type of girls making them believe in a requited
love. This is the first step to further involve them, in a coercive manner,
into forced prostitution (Oude Breuil et al., 2018). Consistently, procurers
(pimps) that recruit through this method are found in Spain, mainly of
Romanian and Bulgarian nationality. In Belgium, there has been one
case in which teenage runaways from juvenile institutions were targeted
intentionally, and in UK where one individual, identified by the local
police as being at risk of trafficking, tried to join on a voluntary basis
a service project for sexually exploited children as to have access to
potential victims (Meneses-Falcon et al,, 2018; Raets & Janssens, 2018;
Antonopoulos, 2018).

Shared ethnicity but also family and acquaintance relations, especially
in small towns or rural villages, facilitate the recruitment of potential
victims through “word of mouth” (Antonopoulos, 2018; Terenghi & Di
Nicola, 2018; Meneses-Falcon et al., 2018; Sirseloudi, 2018; Nicolae, 2018;
Rusev et al., 2018), (Europol, 2016). When trafficking and exploitation is
organised by Nigerian OCGs, the role of women who have made their
way in Europe is crucial. Usually the recruiter is a well-dressed and
wealthy woman, known to the victims and their families, able to promise
better life opportunities in a credible manner (Raets & Janssens, 2018;
Terenghi & Di Nicola, 2018; Meneses-Falcon et al., 2018). Similarly, the
role of persons of spiritual authority is an effective means of recruitment
both in Nigeria and among other ethnic communities. As reported by the
UK country study in regard to a locality in the North of England where
the majority of exploited victims is of Romanian origin, recruited “in the
Pentecostal churches in specific villages or small towns in the country in
which there is an over-representation of Roma people; villages such as
Calaras, Bacau, Vrancea, Focsani” (Antonopoulos, 2018).

A similar scheme of recruitment can be found within East European
communities, where family members or partners push for migration,

0 The use of the internet, especially of social networks (Facebook, Instagram, Twitter) in
trafficking in persons and smuggling of migrants has been also underlined by a recent EU
funded research project Surf&Sound (HOME/2013/ISEC/AG/THB) coordinated by the research
group eCrime — Department “Faculty of Law” of the University of Trento in Italy, and carried
out in partnership with the Center of the Study of Democracy in Bulgaria and the University of
Teesside in the UK. Traffickers advertise to individuals willing to emigrate to Europe complete
travel packages including transportation (i.e. type of journey) together with details on possible
routes and documents. As for the latter, information on how to apply for asylum permits, how
to obtain counterfeit visas or passports are posted online, and on the dark web a manual with
instructions on how to start this illegal activity was also found. For further details on the role
and impact of new technologies on THB, see Chapter 4 below.
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that can be even masked or agreed between family members and the
potential victims (Nicolae, 2018; Rusev et al., 2018), or in Chinese clans
where the most promising individuals are selected and proposed to
migrate. They are then exploited in the destination country, but once free
they could become a point of reference for the settlement and economic
expansion of this ethnic community in other EU countries, through the
same trafficking and exploitation scheme (Lalam, 2018; Terenghi & Di
Nicola, 2018; Sirseloudi, 2018). The role of the intra-ethnic factor is
relevant, for example, in the Netherlands in regard to the exploitation of
au pairs or housekeeping jobs. In cases of one-on-one labour, recruiters
and exploiters are either family members or acquaintances (Oude Breuil
et al., 2018).

Contacts via individuals already employed in the economic sectors of
further exploitation of the victims is a method used as well, and applies
in particular to women or girls already working as prostitutes in nightclubs
or brothels or ex-prostitutes used to persuade other women and girls
to come and work in Europe (Antonopoulos, 2018; Sirseloudi, 2018). In
this case, moving victims to different sex markets in the EU may also
regard structured and hierarchical OCGs with established presence over
the market in the country of origin. In Bulgaria, for example, the newly
recruited women and girls work previously in some big cities or resorts
and after having proved their loyalty and accountability are brought to
more profitable locations abroad. “The sex workers periodically return to
work back in Bulgaria upon completion of a certain period or whenever
some problems arise (e.g., extortion demands from other criminal groups,
conflicts with competitors, police operations, etc.)” (Rusev et al., 2018).
As for labour exploitation, recruitment is made by traffickers that already
have contacts with employers in the countries of destination. In one Italian
case, for example, a Chinese trafficker was in contact with two national
representatives of a cooperative of job placement, compliant in delivering
fictitious employment contracts and fake paycheques. The opposite may
also occur, where there is no contact between the traffickers and the
subsequent employers, although within the Chinese community there is
a service of recruitment made of dedicated commercial activities (bars,
restaurants) or newspapers (Terenghi & Di Nicola, 2018).

2.3.2. Travel and transportation stage

Most trafficking for sexual exploitation and forced labour is regional (i.e.
involving short distances) or occurs within the EU or other countries
worldwide (Europol, 2016; ILO, 2012; Shelley, 2010). For this reason,
in most cases travel arrangements are very simple and cheap and are
organised by the traffickers who are usually fellow nationals of the victims.
When travels involve longer distances and the movement of victims
from third countries to the EU, usually criminal networks are involved
(e.g. Nigerians, Chinese) that arrange all the phases of transportation,
having intermediaries (traffickers) in key countries of transit. For example,
migrants who arrive from West Africa and in particular Nigeria, are
accompanied and followed during their journey by the so called “boga
man” (Terenghi & Di Nicola, 2018) or “boss” (Meneses-Falcon et al.,
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2018). The latter may be a person in search of leaving his country of
origin and exchanges this service for free travel to Europe. Depending on
the case, travel (and documents, if needed) expenses may be covered by
traffickers, victims or their families/relatives or sponsors that are usually
linked to OCGs/traffickers and are known by the victims or their families
(Oude Breuil et al., 2018; Terenghi & Di Nicola, 2018; Meneses-Falcon
et al., 2018; Bra, 2008; Europol, 2016).

In most cases, victims travel by land (especially if moved within the
EU), and less frequently by plane. The decision of traffickers to use one
or the other option depends on the distance to be covered from the
country of origin of victims and the country of destination in Europe.
But it can also depend on other factors such as the economic availability
of the victims/their families (if they anticipate the travel expenses), or
the type of potential victim. When they are good-looking, traffickers
prefer transportation by plane as a mean to preserve their health and
appearance (Raets & Janssens, 2018; Terenghi & Di Nicola, 2018). For
example, when Nigerian victims are involved, trafficking follows the main
smuggling migration routes by land, sea or air. If Spain is their final
destination, they can be moved by land passing through Mali, Algeria,
and Morocco or through Guinea, then by plane to Ukraine and from
there to Austria. Chinese victims usually travel by plane, entering the EU
through airports with less traffic. Transportation by land is chosen mainly
when entering the more permeable border of Slovakia. Usually, victims
“are often accompanied by a Chinese male, who is responsible for the
transportation. This man, whom they call ‘snakehead,” will have a resident
permit in the Schengen area, and tends to travel with around five Chinese
women” (Meneses-Falcon et al, 2018). In general, the route by plane
is more expensive and this turns into a higher debt to be paid back to
exploiters (Terenghi & Di Nicola, 2018; Meneses-Falcon et al., 2018).

When the transportation involves non-EU victims, traffickers may provide
false or counterfeit documents as to conceal the real identities and
enable entry into the EU, or with fraudulently obtained visas as it occurs
for example with Chinese victims who travel on study or touristic visas
obtained also due to the connivance of travel agencies or embassies in
the countries of origin (Raets & Janssens, 2018; Terenghi & Di Nicola,
2018; Sirseloudi, 2018). “Another way is via licensed tour operators who
are granted blanket visas and who seem to charge a fee for those that
do not return after the expiration date” (Terenghi & Di Nicola, 2018).
Once in Europe, victims are persuaded to apply for asylum or to request
a residence permit (in transit countries as well) as to be easily moved
to other EU countries of the Schengen area where they will be further
exploited. In some cases, following asylum applications, victims are
placed in refugee centres where they are recovered by traffickers or their
intermediaries (Terenghi & Di Nicola, 2018; Europol, 2016). When migrants
are exploited for labour purposes, the use of legal documents is frequent
in order to enter transit and destination countries, and usually reside in
the EU with legal permits as to obtain employment contracts. Again,
the connivance of key players in the countries of destination — lawyers,
accountants, embassy and police officers — may play an important role
(Terenghi & Di Nicola, 2018).
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2.3.3. Exploitation stage

Once in the destination country victims are forced into prostitution or
other types of forced labour and if they are unaware of their further
exploitation, in most cases they recognise their dependent situation
during their travel where they also experience some forms of violence
(Terenghi & Di Nicola, 2018; Sirseloudi, 2018). An example is that of
a Bulgarian woman approached in a supermarket parking lot who “did
not hesitate to join foreigners who had promised her a lucrative job in
Germany. She did not realise the risk she was taking until they reached
the border. When she tried to leave, she was forcefully prevented from
doing so” (Sirseloudi, 2018). In particular, the transit through Libya for
African migrants (adult and young females and males), often starts with
a first phase when exploitation becomes a reality (Terenghi & Di Nicola,
2018). While waiting to reach Europe, they are confined into “connection
or ghetto houses” managed by military or local criminal groups, where
they suffer extreme violence and deprivation (Ratcliffe, 2017). In these
places, women and girls are forced into prostitution, while men and
young males are forced into different exploitative jobs. This may also
serve to pay for their travel to Europe. Migrants can be even sold to
other traffickers or criminal groups, in a cycle that can last months or
years (Terenghi & Di Nicola, 2018). In other cases, (aware) victims are
initially exploited in the sex market in their country of origin (Rusev et al.,
2018), then at a later stage they are trafficked to other EU countries.

In any exploitation, as underlined in the majority of country studies,
victims need to accept their slavery condition due to the debt bondage
which usually consists in repaying back the money traffickers have
advanced for their travel and/or documents (for travel and/or residence
in the destination countries). In one case in France, 25,000 Chinese
asylum seekers living in the north-eastern part of Paris and sharing
cramped apartments were forced to work from 10 to 21 hours per day
as garment workers in private houses or restaurants in very hard working
conditions. These victims were all indebted, although the extent of the
debt varied depending on the region of origin (OSCE, 2005). Nigerian
traffickers, for example, require that women sign a contract as to have
their trip arranged and paid, which is blessed by a priest in the juju ritual.
When arrived at destinations, victims are already controlled by traffickers
and forced into prostitution as to pay back their debt. Victims' belief in
the power of the juju ritual, together with threats to family members in
the country of origin secure the loyalty and submission of the victims
(Siegel & de Blank, 2010). Compared to labour exploitation, the amount
of the debt bondage in sexual exploitation is higher and in many cases
set completely arbitrarily by exploiters. Nigerians OCGs charge very high
prices — also claiming to be have paid for travel themselves while in fact
expenses have been covered by the families of the victims — as a result
of which victims take very long time to free themselves.

In the majority of countries studied, at destination the documents of
victims are withheld and retained by exploiters, thus making them even
more vulnerable. Identity documents especially when labour exploitation
is concerned, may be used to “obtain social benefits [...], to open bank
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accounts in the victims’ name, as well as to take out loans and make
purchase agreements. Victims can be registered as directors of bogus
companies, which are used by traffickers to launder the proceeds”
(Europol, 2016, p. 26). In one lItalian case, for example, the Chinese
boss involved in labour exploitation opened bank accounts and acquired
houses and apartments thanks also to the conspiracy of bank directors
and notaries. “Using copies of the documents of exploited migrants he
opened bank accounts, made notary deeds, and to put the signature
(it was not the documented Chinese but another national), paid €200
for this service” (Terenghi & Di Nicola, 2018). Furthermore, the isolation
of victims is enforced by traffickers by not allowing them to leave their
accommodations if not accompanied. The main threat used is that of
possible police operations as a strategy of exploiters to enforce their
isolation and avoid the risk of any contacts that may support victims in
exiting the exploitative situation (Terenghi & Di Nicola, 2018; Sirseloudi,
2018). “The traffickers give precise instructions to their female victims
concerning the Spanish police, what they should say to them, and they
depict the police as just as corrupt as the police from their countries
of origin. They usually deceive them, telling that if the Spanish police
discovers them, they [will be put] in a CIE (Internment Center for Foreign
Nationals)” (Meneses-Falcén et al., 2018). The isolation of victims is also
enforced by the fact that many of them do not speak the language of
the destination countries (Oude Breuil et al., 2018; Antonopoulos, 2018;
Sirseloudi, 2018).

According to the extant literature (Smit, 2011, UNODC, 2016; Di Nicola,
2014; Shelley, 2010) and the country studies, control over victims and
coercion of reluctant ones is also exercised through direct and severe
violence (e.g. physical, verbal, and psychological) or the threat of violence
against family members. Romanian family-based organised criminal groups
are extremely violent and impulsive. As reported by some interviewed
perpetrators, victims who do not obey are threatened, coerced, and
beaten. Psychological pressure is another means of submission as well as
making victims dependent on drugs/alcohol (Nicolae, 2018). In relation to
sexual exploitation, for example, Becucci (2008) in line with some country
studies (Antonopoulos, 2018; Terenghi & Di Nicola, 2018) has underlined
that submissive strategies and the use of violence vary depending on the
ethnicity of traffickers, i.e. their cultural background. In general, while
East Europeans are more prone to use violence against victims, Nigerians
turn more to forms of psychological suggestion. Despite this, in Italy
and in regard to Albanians, for example, violence against victims has
been used less as a strategy to protect the sex exploitative business (i.e.
diminishing the risk that victims report to the police or NGOs).

The operations of trafficking in human beings have a high degree
of rotation, dislocation of victims, and a high rate of replacement
(Antonopoulos, 2018; Raets & Janssens, 2018; Terenghi & Di Nicola, 2018;
Sirseloudi, 2018; Rusev et al., 2018). This common method serves the
scope to renew the supply and avoid detection of traffickers from law
enforcement due to the possible reporting by victims. “More sophisticated
transnational organisations are able to set up carousel structures which
allow them to transfer victims from country to country” (Raets & Janssens,
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2018). It can also happen that victims are managed by different traffickers
before they reach their final destination and as a result their debt
increases during the trafficking and exploitation process (Hodge & Lietz,
2007; Europol, 2016; Aronowitz, 2009; Becucci, 2008). In particular, when
victims are involved in the sex market, they usually work in areas distant
from where they reside (Terenghi & Di Nicola, 2018) or are periodically
moved to different places of the same country. Such translocation is
undertaken also as a consequence of market opportunities, e.g. working
in big urban cities during winter and in touristic areas during summer,
as is the case in Bulgaria (Rusev et al., 2018). In labour exploitation,
although it is not the rule, the movement and rotation of victims seems
more linked to the harvesting seasons in agriculture: “Albanian men and
women with forged ltalian passports travel to the Republic of Ireland,
where they are exploited in the construction industry and in agriculture,
and then move up to Northern Ireland for the same activities. In fact,
they move from one country to the other on the basis of available work
and for short time projects. These workers live in rent caravans or even
in sheds” (Antonopoulos, 2018).

2.4. BUSINESS MODELS OF EXPLOITATION IN THE EU

Once they arrive at their final destinations, victims are accommodated
in facilities managed by exploiters, and depending on the type of
exploitation these premises can be apartments, small houses or flats,
hotels, nightclubs, or other facilities such as industrial sheds or cramped
buildings in abandoned lands, especially with reference to forced labour
(Antonopoulos, 2018; Raets & Janssens, 2018; Terenghi & Di Nicola,
2018; Meneses-Falcén et al., 2018; Sirseloudi, 2018; Rusev et al., 2018).
As for sexual exploitation, victims (especially Nigerians) can be exploited
into prostitution at the very beginning of their arrival inside or in the
surrounding areas of open reception centres or temporary reception
centres, places where migrants usually wait for residence permits
(Terenghi and Di Nicola, 2018). During exploitation victims may be also
forced to perpetrate other criminal activities, such as begging, stealing,
transporting/selling drugs or other contraband products, benefit frauds
(Aronowitz, 2001), or employed in cannabis plantations as it happens
with Vietnamese, as reported by the country case study of Belgium
(Raets & Janssens, 2018) and the UK (Antonopoulos, 2018).

Both in sexual and labour exploitation, victims work extremely long
hours in poor health or dangerous conditions and for low or no salary
(Aronowitz, 2001; Smit, 2011), a recurrent scheme also underlined by
all the country studies. In general, their earnings are kept by exploiters
but there are variations. Women and girls forced into prostitution can in
some cases benefit from a percentage to cover personal expenses. This is
a strategy, for example, of Albanians as to enforce the loyalty of victims
and to make them more accommodating in their exploitative situation.
Nigerian OCGs are gradually implementing such a scheme as well. In
labour exploitation, usually victims receive a salary (but also no salary
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depending on the discretion of the exploiters) which does not correspond
to the amount fixed by law in national contracts and from which
different expenses are subtracted, as for example transportation to the
place of work, food, electricity used where they reside, etc. (Terenghi &
Di Nicola, 2018; Sirseloudi, 2018; Nicolae, 2018). Romanian OCGs, for
example, use commercial facilities to place workers in other European
countries and promise attractive salaries, good working conditions, free
transportation and accommodation. Once victims arrive at destination,
documents are seized under the pretext of preparing labour contracts
and after having started to work the victims get no pay. The reasons, as
stated by traffickers to the victims, are various expenses incurred (e.g.
transport, accommodation, commissions, paper work) for which they
demand reimbursement. In order to cover these initial expenses, the
salaries of victims are not paid and they remain without money under
the excuse by traffickers that they need to cover the costs of labourers’
living and staying, which are, however, overestimated. “Thus, the victim
enters into a never ending cycle of dependence” (Nicolae, 2018).

At the EU level, the sex market is characterised by outdoor and indoor
prostitution, despite the differences in legislation and regulation of this
activity (Table 6).

TABLE 6. SCHEMES OF SEXUAL EXPLOITATION AT THE EU LEVEL

Nigerians and East Europeans

Streets, parking lots, peripheral areas
of big urban cities

Lower tariffs

More working hours/clients

Source: Authors’ elaboration on data of country studies.

Natives, Chinese, East Europeans

Brothels, apartments, flats, massage parlours,
nightclubs, escort club services, (online)

Higher tariffs

Less working hours/clients

Strict policies push more prostitution into closed places (e.g., apartments,
nightclubs), as exemplified by the country study of the Netherlands.
After a long tradition of tolerance and progressive legalisation and the
passing of the ban on brothels in 2000 which regulates prostitution with
licences, the more recent framing in the public debate of a link between
prostitution and trafficking in human beings (also as a consequence of
two large and international trafficking signal crimes) has led to calls for
the adoption of a strict regulation of all prostitution with the risk, as
maintained by sex workers organisations, of more covert activity. At
present and despite the presence of regulations, the Dutch sex market
is based on “few legal (licensed and non-licensed, if a licence is not
necessary) and monitored sex industries,'" and a supposedly numerically

" For example, window prostitution, sex clubs, and escort companies.
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bigger share of illegal or criminal sex enterprises” (Oude Breuil et
al.,, 2018), in which most of the activity is exercised at homes or in
apartments. In Germany, for example, the more recent trend for women
and girls employed in private settings and hotels seems related to the
increase in the use of the internet to enable contacts between clients
and sex workers. In the city of Bremen, the majority of victims of forced
prostitution work in private flats where healthcare is not available, and
violence as well as regular and collective rape are often means of control
(Sirseloudi, 2018). In some cases, traffickers/exploiters share housing with
their victims. This model of accommodation pertains also to other EU
contexts (Terenghi & Di Nicola, 2018; Nicolae, 2018). The indoor sex
market in Bulgaria, which involves the largest number of exploited
women and girls, is divided into three main segment: a) at the bottom
of the market is apartment prostitution, where sex services are usually
offered in rented flats at the first floors of residential buildings, with
prices varying depending on the town; b) VIP or escort clubs/services,
with higher prices and less control over sex workers; c) erotic bars and
adult clubs, at the top end of the market, where female employees
can have additional earnings for soliciting drinks to clients and dancing,
and where prices for services are high. “The owners of such venues as
a rule pre-select the sex workers before contracting them and tend to
regularly replace them with new ones” (Rusev et al., 2018). A common
trend at the EU level, as reported by the country studies, is that indoor
prostitution characterises the exploitation of Chinese women and girls
who work almost exclusively in apartments or massage parlours.

Outdoor prostitution is more widespread in some EU countries, such
as France and ltaly. In the latter, the type of exploitation in the sex
market is linked to the nationality of victims (and exploiters). Nigerian
and Romanian victims work on the streets, especially in the peripheral
areas of large cities, while East Europeans provide sex services mainly
in apartments and houses, although in some cases clients may be
approached in open air locations or online.

While working, victims are usually supervised and controlled either
directly by employers or members of the organisations, or remotely
through the use of ICT technologies such as CCTV or mobiles (Terenghi &
Di Nicola, 2018; Sirseloudi, 2018). In one case in the Czech Republic,
victims forced into prostitution were monitored via walkie-talkie and
compelled to report to the exploiters about sex clients and earnings
(Hughes, 2014). In general, street and covert prostitution differs in terms
of tariffs and working hours. The women and girls that work outdoor
earn less money and as a consequence are forced by exploiters to have
a higher number of clients per day, while for the ones employed in
closed places it is the opposite. Similar to the recruitment stage, internet
serves the purpose to sell different services provided by victims of sexual
exploitation. Websites, newsgroups, and forums are used by traffickers to
transmit/supply pornography, child sexual abuse photos, and locations for
commercial sex acts. ICT technologies and mobile devices have created
a more fluid, quick, and easy access environment, where traffickers
and buyers can communicate in real-time, to arrange appointments,
to exchange updated materials, and services (Hughes, 2014; Shelley,
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2007). Online, it is possible to “upload text advertisements, images, and
videos to brothels, entertainment businesses, or prostitution businesses
that operate only from the internet, such as escort services and online
advertisement sites for prostitution” (Hughes, 2014, p. 5).

There are different ways in which victims leave their trafficking situation:
escape or rescued in a police raid, freed by customers (in the case
of trafficking for sexual exploitation), discarded by traffickers when
they are no longer of any value (e.g. victims may have become too
sick to work, or have become pregnant, or a child grows too old to
appeal to paedophiles), death or murders (Bra, 2008; Aronowitz, 2009;
Batsyukova, 2007).

At present estimations at the EU level on the number of victims of
trafficking are far from precise due to various reasons, most of all as a
result of the covert nature of this criminal activity. Thus, it is possible
to estimate only the “tip of the iceberg” whereas data, according to the
country studies, are collected from different sources, through different
methods and rarely organised into national and updated centralised
databases. Furthermore, estimations and information on trafficking for
labour exploitation is still underdeveloped in different EU contexts,
although investigative evidence and non-profit organisations have
underlined the numerous economic sectors in which many people work
in slavery and dangerous conditions.

A more recent trend at the EU level is the very young age of exploited
victims, and the presence of recurrent nationalities such as East Europeans
(Romania, Bulgaria, Poland, Hungary, Albania, Ukraine, Slovakia), West
Africans (Nigeria, Ghana, Senegal), Chinese, South Americans (Brazil,
Ecuador).

Different actors are involved in trafficking in human beings that can be
placed on a continuum ranging from single players, through small-to-
medium family-based criminal groups to OCGs structured mainly into
fluid and horizontal networks. These types of criminal entrepreneurs with
their related structure and organisation are found to coexist in all the
nine EU countries studied (the Netherlands, the UK, Belgium, France,
Italy, Spain, Germany, Romania, and Bulgaria), regardless of the forms of
exploitation. Consistently, the trafficking process which relies on three
main stages (i.e. recruitment, transportation and exploitation) can be
easily managed also by single traffickers, underlying how this criminal
market does not require a high level of organisation. Instead, “human
trafficking operations are generally more organised in terms of their
activities than they are organised in terms of structure” (Raets & Janssens,
2018). Similarities are found in the business models of exploitation, both
in the sex and labour markets at the EU level. For example, despite
the different legislations and regulations, prostitution is exercised both in
open-air places (e.g. streets of big urban cities, parking lots) and covert
locations (e.g. apartments, flats, hotels, nightclubs) and is organised in
low and high end segments. In some EU countries such as Germany
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and France, the role of new technologies as a means to attract clients
and sell services may be pushing towards more covert prostitution. The
ethnicity of women and girls appears to be a discriminating variable with
reference to the places of work (indoor vs. outdoor prostitution).

There is evidence of the difficulty for the victims to leave their exploitative
situation, also due to the intentional strategies of exploiters aimed at
keeping them frightened and isolated. The lack of alternatives for many
victims adds to the risk of a self-perpetuating cycle, as it occurs for
example with Nigerians. More often, they become madams and start to
manage the exploitation of other women and girls. For these reasons, it is
crucial to gain deep understanding and insights into trafficking of human
beings, its nature and dynamics, criminal actors and modi operandi,
and to implement data collection at the national and EU levels. In this
way, given the transnational and quickly evolving criminal market it is
possible to foster cooperation among key stakeholders at the national
and EU levels (e.g. LEAs, prosecutors, governmental institutions, local
non-profit organisations) to develop efficient preventive and countering
actions to undermine traffickers, to dismantle criminal networks, and to
implement tailored best practices for assisting and reintegrating victims
after exploitation or for preventing them from becoming easy prey for
traffickers.






3. FINANCIAL ASPECTS OF TRAFFICKING
IN HUMAN BEINGS

Trafficking in human beings both for sexual and labour exploitation to a
great extent is a profit-driven activity (Europol, 2015; FATF, 2011, OSCE,
2010; UNODC, 2016) and as such it is best understood when its financial
underpinnings are considered. As with many other organised and non-
organised crimes, the financial aspects of THB are often disregarded by
law enforcement and judicial authorities, since they are usually irrelevant
for establishing and proving the predicate offence in court (CSD, 2015).
Thus, surprisingly scarce information is available on the financial aspects of
trafficking. A handful of academic studies have shed some light on some
financial aspects, primarily focusing on the underground commercial sex
markets (see Chapter 1 for a detailed review). However, comprehensive
analysis of financing models of trafficking across different modi operandi
and countries is still lacking and this chapter strives to fill in this knowledge
gap. The analysis below builds on the “business approach” (see OSCE,
2010) and discusses issues such as the need for initial capital to enter the
market, sources of financing, settlement of payments, costs and profits of
trafficking operations, investment schemes, and money laundering.

SOURCES OF CAPITAL FOR INITIATING
CRIMINAL OPERATIONS

Entering a criminal market or expanding a criminal operation usually
requires some initial investment such as advance payments for certain
goods or services or covering certain recurring costs before the operation
actually begins to generate revenues (CSD, 2015). However, in the case
of THB a widely shared notion among law enforcement and judicial
practitioners is that this particular criminal activity does not require
such investments or they are more or less negligible (Rusev et al., 2018;
Raets & Janssens, 2018; Sirseloudi, 2018; Nicolae, 2018; Antonopoulos,
2018). A closer look into the career trajectories and modus operandi of
traffickers reveals a lot more nuanced and complex reality. Thus, entering
and operating in the illegal commercial sex market can have different
forms and respectively entail different costs — from simple procuring of a
victim to a close circle of acquaintances (or via online advertisements) to
securing a profitable location on the street or in some brothel abroad.
While domestic trafficking involving the infamous lover-boy scheme may
not bear any financial costs, cross-border trafficking appears to require
certain initial investment (see Figure 6).

Apparently, various factors come into play with regard to the need of
start-up capital for traffickers in human beings — the distance between
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FIGURE 6. LEVEL OF INITIAL CAPITAL NEEDED IN CASES OF THB FOR SEXUAL

EXPLOITATION DEPENDING ON TH

E MODUS OPERANDI OF TRAFFICKERS

Source:

Domestic trafficking
(Netherlands)

Cross-border trafficking
(Romania to Austria)

e Modus operandi: Lover-boy method, online procurement
e Start-up capital: not needed

o Modus operandi: family-based group, brothel in Austria
o Start-up capital: ~ €5,000 per victim

Cross-border trafficking
(Nigeria to France)

Cross-border trafficking
(Bulgaria - Spain)

Author’s elaboration of data.

(transport, accommodation, facilitation of licensing, etc.)

e Modus operandi: highly organised, street prostitution

e Start-up capital: €5,000-€10,000 per victim
(transportation only, via Lybia)

e Modus operandi: highly organised, adult club in Spain

e Start-up capital: €1 million to buy an adult club

country of origin and country of destination, visa and border control
regimes and at the destination country, modus operandi of traffickers (e.g.
exploitation in outdoor or indoor prostitution setting), presence of other
organised crime actors that exercise control of the prostitution/labour
market (or part of it) in the destination country (Lalam, 2018; Rusev et
al., 2018; Terenghi & Di Nicola, 2018). For traffickers who bring victims
from third countries outside EU the initial investment is bigger, since they
incur larger costs related to transportation and arrangement of visa and
residence documents (Lalam, 2018; Oude Breuil et al., 2018; Meneses-
Falcon et al., 2018). Certainly larger investments are also needed if a
trafficker aims at becoming an owner or manager of a brothel or other
sex venue. An investment in such venue reportedly can reach from several
thousand euro, when renting, up to €1,000,000 for purchase (Meneses-
Falcén et al.,, 2018; Sirseloudi, 2018; Rusev et al., 2018). Thus, the size of
the initial capital needed for entering the prostitution market, especially
when this involves cross-border trafficking, is somewhat comparable to
the capital needed for entering other criminal markets — for comparison,
the indicative investment for entering the retail cocaine market in the
EU is about €5,000-€9,000 and for wholesale level €30,000-€50,000
(see CSD, 2015, p. 41).

The data collected within the current study suggest that traffickers adopt
different strategies to cope with the need for initial capital to kick-start
their operations. Those operating independently tend to deliberately seek
ways to minimise their initial investments (Raets & Janssens, 2018). One
way to achieve is to keep it small — exploiting only 1 or 2 victims at
a time (Rusev et al., 2018; Antonopoulos, 2018), as well as to put the
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victim straight to work in order to use her earnings as initial capital for
expansion (Oude Breuil et al, 2018; Rusev et al. 2018). This kind of
strategy is common in lover-boy cases of domestic trafficking.

In cases where there is an actual investment of money in the trafficking
business, reported sources of start-up capital include the use of personal
savings, borrowing money from friends, family and relatives (Rusev et al.,
2018; Nicolae, 2018; Raets & Janssens, 2018; Meneses-Falcon et al., 2018).
In some cases, traffickers also turn to other people in the trafficking
business or occasionally to loan sharks and obtain credit lines from them
(Rusev et al., 2018; Lalam, 2018). However, borrowing money within their
wider network appears to provide much more favourable conditions
for loans, since the interest rates seem to be lower when compared to
borrowing money from a usurer (Rusev et al., 2018). Other sources of
start-up capital include revenues from legal business and proceeds from
other diverse illegal activities — drug trade, counterfeited goods, various
scams or social benefit fraud (Antonopoulos, 2018; Oude Breuil et al,
2018; Rusev et al., 2018; Nicolae, 2018; Terenghi & Di Nicola, 2018).

Another common strategy to minimise investments and secure start-up
capital is through deception, manipulation or extortion of the victim
or her family members to cover part or all of the initial costs for
transportation, arrangement of documents, etc. (Terenghi & Di Nicola,
2018; Oude Breuil et al., 2018; Antonopoulos, 2018). In cases related to
labour exploitation, it is quite typical all document and transportation
costs to be borne by the victims. The money is usually demanded
by the traffickers in advance as brokerage fee for arranging formalities
and lodging, as well as securing the job placement. Thus, especially
when it comes to irregular migrants that are third country nationals it
often remains unclear whether the case should be classified as human
smuggling or human trafficking, as well as at which point the latter had
started (Terenghi & Di Nicola, 2018; Antonopoulos, 2018).

The social capital (i.e. connections and relationships) and symbolic
capital (i.e. trust and reputation) of traffickers appears to play a major
role in lowering market entry barriers as well as in reduction of the
size of initial investments. Being connected to people in the business,
which entails trust and mutual assistance for starting up appears to be
a crucial element in decreasing initial expenditures, diminishing market
risks and gaining certain competitive advantages such as access to
profitable locations and protection from rivalry competition (Rusev et al.;
2018; Nicolae, 2018; Antonopoulos, 2018). Social capital and specifically
extended family structures also seem to facilitate recruitment of victims
(Oude Breuil et al., 2018; Terenghi & Di Nicola, 2018).

Criminal entrepreneurs joining established trafficking networks or
organisations do not need to cover all start-up costs by themselves,
since the network or the group grants access to various assets. Being
part of an established trafficking/procuring operation provides a number
of advantages for pimps. Networks and groups have more available
capital which can be channelled to serve different purposes as needed,
such as established recruitment base, transport and lodging abroad,
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3.2. SETTLEMENT OF

connections and protection abroad, as well as access to a line of credit
in case of urgencies. Certainly, joining an established network requires
the newcomers to prove that they are trustworthy and accountable.
Reportedly, being part of the wider network of traffickers also exposes
the members to opportunities for lines of quick credit with preferential
interest rates when borrowing from “colleagues.” The interest rates for
such intra-industry/network lending are 10-20%. Rates may still be higher
in cases of a novice who is yet to prove trustworthy. The loan is then
repaid from the sex worker’s earnings (Rusev et al., 2018).

Traffickers are also not immune to various critical moments — both
business-related and law-enforcement related. Perhaps most critical are
police arrests and investigations. Raising money in such moments to
cover litigation or other expenses can be covered by traffickers’ own
funds or eventually legal business portfolios (Antonopoulos, 2018). An
often favoured option is through forcing the victim to provide the money
by working longer hours, taking more clients or engaging in sex services,
which she usually avoids (Raets & Janssens, 2018; Oude Breuil et al,
2018). Traffickers also sometimes settle such situations through borrowing
from other members of their network (Rusev et al., 2018).

PAYMENTS

The analysis of the data collected in all nine countries covered in
the current study unequivocally indicates that human trafficking both
for sexual and labour exploitation is almost exclusively cash-based
activity (see Lalam, 2018; Raets & Janssens, 2018; Rusev et al., 2018;
Antonopoulos, 2018). It should be noted that trafficking usually takes
place in a multi-actor environment where different roles have a different
relationship to the overall money flows. Form of exploitation, modus
operandi, level of sophistication of the trafficking network, and the socio-
cultural background of traffickers also shape direction and nature of
money flows. The methods of settlements may further be categorised by
distinguishing the major types of relational money flows and transactions
among actors involved in a trafficking operation. As a matter of course,
the organiser of the human trafficking operation sees to the redistribution
of the takings among the actors involved.

The most common transaction is between client and victim. In cases
related to sexual exploitation these are almost exclusively arranged in
cash. Payments from clients usually are arranged as cash up-front
(Raets & Janssens, 2018; Rusev et al., 2018). Besides cash transactions,
only a few venues where sexual services are traded accept credit card
payments (Raets & Janssens, 2018; Rusev et al., 2018). Occasionally,
jewels, handbags, and clothes are given as a kind of tip along with the
regular payment. This is especially the case if there is more personal
relationship between the victim and a regular client (Rusev et al., 2018;
Antonopoulos, 2018). Often the client pays to an intermediary who
is present at the spot, such as a big sister companion or the local
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manager of the venue (Raets & Janssens, 2018; Oude Breuil et al., 2018).
Alternatively, the customer pays directly to the sex worker, who either
immediately hands over the payment to the intermediary or, brings the
earnings to the exploiters on a regular basis (Rusev et al., 2018, Nicolae,
2018; Raets & Janssens, 2018; Oude Breuil et al., 2018).

Exceptions do exist as sometimes clients can pay for sexual services
via bank transfer/credit card, whereby such payments are registered
as a legitimate service, e.g. massage (Raets & Janssens, 2018; Rusev et
al., 2018). This is particularly the case whereby trusted clients based in
Western European states order sex services from sex workers who may
be currently based in another EU member state in Eastern Europe. The
wired money is used for travel and advance payment for the sexual
services (Rusev et al., 2018).

The high-end prostitution segment displays some subtle differences in
the patterns of payment settlements as the country study in Bulgaria
exemplifies. In many cases the pre-supposed exclusivity of sexual services
performed by “models” and the parallel operation of the fashion agency
as a cover business seem to keep a certain distance between the
consumer and the sex worker, particularly in the financial flows (Rusev
et al., 2018). The contacts between the customers and the clients are
usually handled by a central figure inside the agency - the so called
“booker.” The booker also often receives the payment directly or through
trusted members of the network from the client. Therefore, in such cases
the women would perform a pre-arranged and pre-paid service without
coming into contact with money (Rusev et al., 2018).

Similarly, in labour trafficking cash transactions are preferred, although
methods of payment may vary depending on the sector where the
victims are exploited. Whereas in the agricultural sector and the car-wash
business cash payments are predominant, in other business sectors (e.g.
food-processing, construction) bank transfers are the norm. Therefore, it
is not uncommon for employers to wire transfer the money to the bank
accounts of the exploited workers. However, even in such cases usually
bank accounts of workers are controlled by traffickers or intermediaries
and money are immediately withdrawn by them in cash from the bank
and workers receive a fraction of their earnings (Raets & Janssens, 2018;
Antonopoulos, 2018). In some extreme cases of labour exploitation all
workers’ earnings are entirely withheld under the pretext of covering
various fees, onsite trainings, cloths, accommodation or food (Oude
Breuil et al.,, 2018; Antonopoulos, 2018).

The second type of financial transactions are the ones between the
victim and the trafficker. As it has been already mentioned in many
cases related to sex trafficking, victims are charged with collecting the
money from their clients. In such arrangements victims are expected to
deliver their earnings (or part of them) to the traffickers on a regular
basis. Such arrangements are common in lover-boy schemes, as well as
when there is a pre-existing agreement between the traffickers and the
victim about splitting the revenues according to a percentage determined
in advance (Rusev et al., 2018; Lalam, 2018).
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In cases of domestic trafficking, the daily earnings of the victims are
usually collected by the procurer or a trusted associate in cash from hand
to hand (Rusev et al., 2018; Lalam, 2018). In other arrangements, such
as with Chinese OCGs operating via the internet in Western Europe, the
funds are gathered by collectors on a weekly basis. The earnings of the
victims are strictly monitored, since all the in-coming calls by customers
go through switchboards and the victim is expected to transfers a pre-
agreed percentage of everything earned (Lalam, 2018). In cases of cross-
border trafficking where the trafficker remains in the country of origin
the sex workers are expected to transfer the money abroad on a regular
basis. Sometimes these transfers are done by the victims, but there are
also arrangements where they just hand the money to a trusted associate
and he arranges these international settlements (Lalam, 2018; Rusev et
al., 2018; Terenghi & Di Nicola, 2018; Meneses-Falcén et al., 2018).

However, in order to ensure payments by the victims control is of critical
importance to traffickers. Various methods are employed to achieve this.
Certainly, lover-boys rely much on emotional control over their victims,
but even they resort to other methods as well (Nicolae, 2018). Often
victims are demanded to report and to account for their earnings to
traffickers or their trusted associates on a daily basis, often via coded
messages through messaging services or SMS Funds. Other technological
developments can also be part of the daily monitoring such as video
surveillance or monitoring of social media accounts (Raets & Janssens,
2018). Threats of violence, blackmail, juju rituals (typical for Nigerian
networks) and various forms of debt bondage are also part of the
traffickers’ arsenal (Raets & Janssens, 2018; Lalam, 2018; Antonopoulos,
2018; Terenghi & Di Nicola, 2018).

Financial transactions from the traffickers to the victims also take place.
Often victims are forced into a position of financial dependence (Nicolae,
2018; Antonopoulos, 2018). In some of these cases, a small financial flow
exists from traffickers to victims, whereby small sustenance sums may be
provided in cash by the trafficker. Thus, in cases of sexual exploitation
the perpetrator takes all the money from the victim on daily basis, but
provides weekly allowances for cigarettes and food, instead. Occasionally,
the perpetrator may give the victim €150-€200 to send to her family in
the country of origin, which creates an economic dependence (Nicolae,
2018). In other arrangements, wherein there is no financial or debt
dependence, sex workers may receive their shares periodically in cash
by their traffickers/procurers or trusted persons — e.g. every three days,
weekly, etc. (Raets & Janssens, 2018; Lalam, 2018; Antonopoulos, 2018;
Rusev et al., 2018; Oude Breuil et al., 2018).

The data from the Bulgarian case study also shows that in the indoor
and high-end prostitution segment, it is a common practice for victims
to have fictitious contracts as office assistants, masseuses, waitresses,
hostesses, barmaids, exotic dancers, receptionists, chambermaids, etc.
The contracts are usually signed with bogus companies and fixed at
minimum wage and for minimum working hours. However, they will
still receive payments under these contracts and all respective social
and healthcare contributions will also be covered. Some of the victims



FINANCIAL ASPECTS OF TRAFFICKING IN HUMAN BEINGS 65

reported that they receive these payments via bank transfers. In this way
the traffickers try to conceal the true nature of their activities and not
raise suspicion in the law enforcement and other regulatory agencies
(Rusev et al., 2018).

Trafficking operations that require a more sophisticated organisation also
involve financial transactions between the organiser and other members
of the scheme or other traffickers. Such payments are made exclusively
in cash and usually the organiser oversees the collection of the money
from the victims and its subsequent re-distribution among the rest of
the members involved in the operation, unless the business relationship
takes place under the front of a legal business or service. In the latter
case, payments are also made electronically. Cash proceeds are often
transferred along the chain through trusted payment facilitators, which
appear to be insiders rather than the typical money mule (Rusev et al.,
2018; Antonopoulos, 2018). In some cases, traffickers also have exchanges
with other traffickers, typically when selling or re-selling victims. In these
cases, transactions are also done in cash, except in some cases related to
sexual exploitation when victims are simply exchanged without payment,
provided that traffickers consider them having the same “sexual capital”
(Antonopoulos, 2018).

The trafficking network cannot function effectively without external
actors who provide supporting and ancillary services such as facilitation
of certain administrative services, document forging and falsification,
apartments/houses/windows, night/adult clubs, etc. Thus, traffickers also
have various financial transactions with external actors and corrupted
officials. Such payments to external actors and corrupted officials
often have to be done in advance, hence the need for start-up capital
for newcomers to the business (Rusev et al., 2018). All of these are paid
almost exclusively in cash. When operating abroad, some traffickers are
wary of getting directly involved in all payment settlement activities, as
being seen around sex workers and in particular known clubs and hotels
may arouse suspicion. Therefore, in some cases settlements with clubs,
hotels, apartments, etc., are delegated to the women who may transact
directly with the owners of the establishments where sex services are
performed (Rusev et al., 2018). Settlements in the domestic market seem
to be conducted in cash directly between the trafficker, or trusted person,
and the owner of the club/hotel where sexual services are provided
(Rusev et al., 2018). Similarly with corrupted officials, irrespectively of
the service offered to the trafficker or simply turning a blind eye to the
trafficking-related activities, the preferred form of payment is again cash,
although occasionally, sex is provided as payment (Rusev et al., 2018;
Antonopoulos, 2018, Nicolae, 2018). In some instances, trusted third
parties are used to deliver the payment (Rusev et al., 2018).

In international trafficking schemes, particularly routes out of Africa,
which may involve human smuggling as well, the most common method
to settle payments are pre-agreed instalments (Lalam, 2018; Terenghi &
Di Nicola, 2018; Meneses-Falcon et al., 2018). This sometimes entails that
an initial sum of money is provided to cover initial travel and documents
expenses, and another sum of money once the victims reaches the
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destination country and starts working in order to repay the incurred
debt. These methods are used when paying individuals involved at the
various stages and with different roles within the trafficking chain, such
as the so called “trolley man” or “boga”"? or the so called “ticket man”"
(Terenghi & Di Nicola, 2018). Financial transactions related to these
services typically involve transfers of money abroad.

The analysis of available data shows that cross-border trafficking at some
point or another involves international settlements of payments. This
is the case with victims transferring money abroad to their traffickers
residing in countries of origin (@ common arrangement for traffickers from
South-East Europe) and with traffickers paying smugglers who arrange
transportation of victims from Sub-Saharan Africa or Asia, as well as the
repatriation of profits to the country of origin. Apparently, the preferred
method of international settlements of payment is cash smuggling
(Raets & Janssens, 2018; Meneses-Falcon et al.,, 2018; Nicolae, 2018;
Rusev et al., 2018). Apart from cash smuggling, other popular methods
used by trafficking networks for settling international payments include
hawala, money transfer services such as MoneyGram and Western Union,
and bank transfers (Terenghi & Di Nicola, 2018). The methods for settling
international payments are discussed in more detail in section 3.5.
“Investment schemes and money laundering,” below.

3.3. COSTS FOR DOING BUSINESS

From a business perspective, human trafficking can make for a relatively
inexpensive undertaking, considering that the recruitment of victims costs
close to nothing (Raets & Janssens, 2018). However, trafficking operations
involve a variety of costs at each stage of the process — not only
recruitment, but also transportation and exploitation (see Figure 7),
wherein the last two stages appear to be most cost demanding. Some
of these costs are one-off and might be categorised as investment costs,
whereas others are recurring and rather fall under the operational costs
category. It should be noted that this classification is somewhat arbitrary,
since the line between the two is often blurred. The cost structure of
trafficking operations varies depending on the modus operandi of the
traffickers, logistical complexities, the “relative legality” of the business,
as well as the number and types of actors involved.

Recruitment costs

Before anything else, exploitation requires resources. However, recruitment
costs of traffickers appear to be negligible or none, if we do not count the
time invested in identifying and attracting or grooming potential victims
(Antonopoulos, 2018; Raets & Janssens, 2018; Oude Breuil et al., 2018).
In order to attract victims interested in the job, traffickers may resort to

2 This is the person accompanying the victims during their trip from Nigeria to Libya.

3 This is the person in charge of recovering victims in Italy.
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FIGURE 7. TYPES OF COSTS RELATED TO TRAFFICKING IN HUMAN BEINGS
FOR SEXUAL EXPLOITATION
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grooming may last up to nine
or more months, thereby the
lover-boy may incur sustained
additional expenses (Rusev et

al, 2018). Recruiters usually
identify and pick good looking girls from poor backgrounds who can
easily be impressed with a luxury lifestyle. The related costs in this
approach may include expenditures for restaurants, vacations, clothes
and other gifts. An often underestimated aspect of this method, which
has been pointed out by some of the interviewed offenders, is that
in order to display success and luxurious lifestyle, traffickers also have
to spend money on their own image. This may include possession of
an expensive brand automobile, branded clothing and accessories, an
expensive smart phone and well maintained physique (Oude Breuil et
al., 2018; Rusev et al., 2018).

Organised crime groups involved in trafficking operations sometimes
tend to assign recruiting to specific members or subcontract it outside
the organisation. The Bulgarian case study reports that in such cases
recruiters receive a pre-agreed fee for each secured victim, which
varies between €100 and €250 plus a bonus of up to €500 if she
performs well (Rusev et al., 2018). Similarly, victims may be “purchased”
from other OCG, networks or in some cases, the victim’s family (Rusev
et al., 2018; Nicolae, 2018; Raets & Janssens, 2018; Antonopoulos, 2018).
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Costs vary with regard to the region of origin of the victim, but are
estimated at as little as €100 to €8,000 for an East European sex worker
(Rusev et al., 2018; Nicolae, 2018), from €350 to €8,000 for an African
sex worker, €500 to €3,500 for a South American sex worker, and at
around €4,500 for sex workers from East Asia (Lalam, 2018; Terenghi &
Di Nicola, 2018; Antonopoulos, 2018).

A typical cost item of the recruitment process for Nigerian networks is
the juju ritual. These rituals are closely related to the indigenous religious
traditions in South Western parts of Nigeria and co-exist alongside
Christian and Islamic beliefs. The rituals include the taking of blood,
pubic hair, etc, and swearing oaths to gods, who supposedly have
power over the victims’ life and death. The victims also made to sign
contracts, which are then “blessed” by the juju “priest.” These rituals
provide traffickers with immense control over the victims, since they are
convinced that breaking their contract or not repaying their debt may
result in infertility or even death (Lalam, 2018; Antonopoulos, 2018).
Reportedly the fee paid to a priest in Nigeria to perform such a ritual
varies between €150 and €500 (Terenghi & Di Nicola, 2018).

Another expense that can arguably be classified as part of the recruitment
stage in sex trafficking cases are the costs related to make-over and
personal care of the newly recruited victims. Collected data suggests
that these sums range from around €500 to €1,500, which is used for
brand clothing, accessories, cosmetics and perfumery, among others. The
sum varies, since it depends on the modus operandi of the traffickers
(Rusev et al., 2018; Nicolae, 2018; Raets & Janssens, 2018). The outdoor
segment is less demanding with regards to such expenses, whereas for
the indoor and the high-end prostitution segments these expenses are
integral. There are instances, wherein more expensive manipulations such
as plastic surgery might be invested in for high-end sex workers (Rusev
et al.,, 2018; Nicolae, 2018; Antonopoulos, 2018).

Transportation costs

After the recruitment stage, traffickers need to transfer the victim to the
country of destination or place of exploitation in domestic trafficking
operations. The cost of transportation is naturally commensurate with
the distance that is covered by the operation and with the applicable
visa, labour, and residence restrictions, as well as the risk associated
with the travel (Lalam, 2018; Raets & Janssens, 2018). Practically there
is no difference in the size of transportation costs for sexual and labour
exploitation. However, apparently in cases related to labour exploitation
it is a relatively common practice these costs to be covered in advance
by the victim, especially when the victims come from EU member states
such as Poland, Bulgaria or Romania (Terenghi & Di Nicola, 2018).

As far as trafficking within Europe is concerned, transportation costs
generally consist of plane, train, or bus fees or, as an alternative, the price
of a second-hand car or mini-van and fuel. The approximate costs for
this are reported to range from €40 to €250 per trip depending on the
distance (Raets & Janssens, 2018; Rusev et al., 2018; Meneses-Falcon et al.,
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2018; Nicolae, 2018). A big advantage for the traffickers from South-East
and East European countries is the visa-free movement in the Schengen
area. Practically all the major source countries such as Bulgaria, Romania,
Western Balkan countries (except for Kosovo), Moldova and recently
Ukraine enjoy a visa-free regime." Bulgarian and Romanian citizens also
have rightful access to the labour markets of all EU countries.”

Networks in Sub-Saharan Africa have two main routes into Western
Europe. The first option, which regards travelling by plane is the safest
but also the more expensive — between €8,000 and €15,000. The reason
for this is that travelling by air not only involves purchasing a ticket, but
also payment either for forged documents or to corrupt consular officials
to obtain a visa (Antonopoulos, 2018; Lalam, 2018; Terenghi & Di Nicola,
2018; Meneses-Falcon et al., 2018). Forged documents reportedly can
cost between €1,000 and €3,000 (Antonopoulos, 2018; Meneses-Falcon
et al., 2018). A second option is the overland route via Morocco or Libya
and leaving the northern African coast on boat either to Spain or Italy.
This route is cheapest, reportedly between €3,000 and €5,000, although
much riskier. This amount covers the travel and the fee of the persons in
charge of transportation called “passeurs” (Terenghi & Di Nicola, 2018).
There is a large number of criminal or insurgent groups operating in the
region (especially on the route through Libya) who exact various tolls or
could kidnap the victim and request a ransom for her release. It is also
not uncommon to pay various amounts in bribes at the border check-
points during their land journey in Africa (Meneses-Falcon et al., 2018;
Lalam, 2018; Terenghi & Di Nicola, 2018).

The Latin American trafficking organisations usually originate from
the Dominican Republic, Paraguay, Brazil, Peru, Ecuador, Colombia or
Venezuela, which are the countries with the greatest migrant flows towards
Europe but also the biggest source countries for trafficking in human
beings. The main destination country for victims from these countries is
Spain, perhaps due to the similarity in language and culture. Reportedly,
some victims of trafficking from these countries also end up in France
(Meneses-Falcon et al., 2018; Lalam, 2018). Most of these countries as of
2018 have visa-free regime with the European Union except for Ecuador
and the Dominican Republic,'® although, even if no visa is required,
citizens from these states are supposed to provide at least an official
invitation and a proof of minimum disposable money upon entering EU.
Thus, the overall cost to transport a victim from Latin America — for the
ticket, the documents and the minimal sum of money required at the
border — is from €3,000 to €3,500 (Meneses-Falcén et al., 2018).

Victims traveling from Far East Asia are almost always accompanied
by a male who is responsible for overseeing the transportation of the
victims, after which he returns to his country of origin. The reported

* See Council Regulation (EC) No 539/2001 of 15 March 2001 listing the third countries whose
nationals must be in possession of visas when crossing the external borders and those whose
nationals are exempt from that requirement.

> See Treaty concerning the accession of the Republic of Bulgaria and Romania to the European
Union.

16" Council Regulation (EC) No 539/2001 of 15 March 2001,
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costs for transportation and obtaining necessary documents of a victim
from China to Spain are about €2,000, half of which covers the
fee for the accompanying person (Meneses-Falcon et al., 2018). Other
accounts indicate much bigger costs associated with transportation —
€10,000-€15,000, including costs for securing tourist visa or fictitious
enrolment in a university and a student’s visa, tickets and the fee for
the accompanying person (Lalam, 2018).

TaBLE 7. COST OF TRANSPORTATION DEPENDING ON THE COUNTRY
OF ORIGIN OF VICTIMS

Transportation costs €40-250 €5,000-15,000

Source: Authors’ elaboration based on data from country reports.

€2,000-3,000/

€10,000-15,000  <>000-4,000

Costs related to exploitation

Traffickers also incur various and sometimes substantial costs during the
exploitation stage. In the case of trafficking for sexual exploitation these
costs include expenditures for client acquisition, lodging, monitoring and
control of sex workers, protection, concealment of criminal activities,
corruption, and facilitation of money laundering.

Securing access to clients is one of the most important things for
trafficking operations. Client acquisition costs can vary a lot depending
on the modus operandi of traffickers. These might include costs for
acquiring access to a profitable location on the street, a window in a
red light district or a place in a well-established adult club, brothel, or
massage parlour. Online advertising costs and payments to taxi drivers
and hotel concierges for referring clients can also be generally placed
in this category (Raets & Janssens, 2018; Nicolae, 2018; Oude Breuil et
al., 2018; Rusev et al., 2018).

Certainly the cheapest option is to rely on online advertising for
solicitation of clients. Various websites, social platforms and online mobile
applications are used to advertise sex services. Online advertising may
cost from nothing to a few euro per ad, which is a negligent amount
compared to the fees for placement at brothels or similar sex venues
(Nicolae, 2018; Rusev et al., 2018). Other advertisement-related expenses
may be incurred when a professional photographer is contracted to take
high-quality photos of the victims, which subsequently will be placed
on various sex sites. Such sessions could cost between €30 and €100,
depending on the length of the shoot session (Antonopoulos, 2018;
Nicolae, 2018). Precisely because of the low cost associated with this
method for soliciting of clients it is preferred by independent traffickers
and sex workers (Rusev et al., 2018). However, they are some more
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sophisticated arrangements involving internet advertising adopted by
organised crime groups. Thus, in the case of Chinese organised crime
groups in France all internet advertisements of sex workers are managed
in a centralised way and all incoming calls are handled by French-
speaking switchboard (telephone) operators, which charge €20 for each
appointment with a client (Lalam, 2018).

Internet advertising usually is coupled with renting apartments or
houses where victims could provide their services, the costs for which
vary depending on the location. Apartments could be used solely for
providing sex services or sometimes also for accommodation. In Bulgaria
and Romania, accommodation for 2-4 persons costs around €400 per
month (Nicolae, 2018; Rusev et al., 2018). Renting an apartment in West
European cities or a small house in their vicinities varies between €700
and €1,200 per month (Oude Breuil et al, 2018; Raets & Janssens,
2018). In metropolitan and larger cities, the rents of apartments are twice
higher; for example, it was reported that as of 2018 UK rents in cities
such as Manchester or London amount to as much as €2,500 per month
(Antonopoulos, 2018). However, if the landowner knows that his property
is rented for prostitution purposes, the rent can get ten times higher.
Thus, for Germany it was reported that a landowner was receiving €50
per day from each sex worker (Sirseloudi, 2018).

Many traffickers prefer renting a window in a red-light district or
placing the victim in a massage parlour or brothel. Unlike internet
advertisements, such established venues can provide for a steady clientele
and more predictable and high revenue (Rusev et al., 2018). The fees for
windows in red light districts in Belgium or Netherlands vary between
€100 and €300 per shift (Raets & Janssens, 2018; Rusev et al., 2018),
depending on the city and location. Facilitating access to profitable
windows, brothels, massage parlours, and similar establishments in the
red light districts of West European cities, where prostitution is legal,
also often requires payment of certain fees in advance. Reportedly,
such a one-off facilitation fee varies between €500 and €3,000 paid
to an established broker who has been active in the business for
a significant amount of time and possesses the necessary social and
business connections (Oude Breuil et al,, 2018; Rusev at al., 2018). It is
also reported that in order to secure a place in a well-located adult club
in the big Bulgarian summer and winter resorts traffickers have to pay
upfront €7,500 per sex worker for the whole season (3 months) to the
owners of the sex venue (Rusev at al., 2018).

Similarly, access to profitable locations in hotels, motels, and clubs
both in Bulgaria and Romania, but also in Western Europe, is also
usually granted upon certain fee paid in advance (Rusev et al., 2018).
Traffickers and pimps need to pay the managers or owners of hotels,
motels, and various hospitality businesses in order to use their facilities
for sexual services undisturbed. In some arrangements the fee is flat and
irrespective of the victim’s earnings, whereas in other cases, the hotel
owner or manager receives a fixed fee for each client brought in the
hotel. Payments to such external actors vary depending on their position
and role. In the case of the United Kingdom, managers of such venues,
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receptionists, and security guards are paid a flat fee, reportedly between
£50 and £100 per shift (Antonopoulos, 2018). The country study of
Bulgaria reports that hotel managers in the big winter or summer resorts
may require payment in advance from the traffickers, so that victims
work in a “protected” environment with access to clients. The reported
sums vary between €2,000 and €3,750, depending on the location and
reputation of the establishment. Smaller Bulgarian hotels or motels which
provide venue for the sex workers and their clients by the hour might
charge as little as €10 per service (Rusev et al., 2018).

Monitoring, supervision and control of sex workers are the other type
of costs associated with the exploitation stage, although they are not
always easily quantifiable. These costs are primarily related to a strict
accounting of the clients served and the due collection of the pre-
agreed portion of earnings from the sex workers. Depending on the
complexity of the trafficking operation, these tasks may be performed
by the traffickers themselves or by other trusted persons. In family-based
organisations usually one of the family members takes care of these
tasks. In other words, they do not directly incur financial costs for this,
although they invest personal time. Hierarchically structured organisations
usually have trusted persons that are managing the day-to-day schedule
of the women, as well as the daily collection of the earnings. Use
of such supervisors and money collectors also serves the purpose to
conceal the direct link between the sex workers and the organisers of
the trafficking operation. The data from lItaly indicates that within the
context of Nigerian networks, such persons receive €25 to €50 per day
(Terenghi & Di Nicola, 2018). Similarly, in Germany the fee for persons
in charge of money collection is €50 per day (Sirseloudi, M. 2018).

In the high-end prostitution segment, these tasks were carried out by
the bookers, who are handling the contacts between the women and
the customers. The amount of these costs remains somewhat unclear,
although some respondents report that the supervisors are paid a pre-
agreed proportion from the earnings of the sex workers they look after
(Rusev et al., 2018).

Closely related to monitoring and control are the costs for protection of
sex workers. Independent traffickers and family-based groups personally
take care of the safety of the women and their earnings from abusive
clients and rival competition. However, especially in the outdoor segment
they are often subjected to protection racket by larger organised crime
groups specialised in the use of violence. In Bulgaria, such groups
reportedly “toll” sex workers about €65 per month for working on the
street (Rusev et al., 2018). Similar protection tolls have been reported in
Italy — €50-150 per day for each sex worker, usually exacted by Albanian
OCGs (Terenghi & Di Nicola, 2018). The cost of the protection racket in
Spain is reported to amount to €100 per month for a sex worker to be
allowed to work on the street (Meneses-Falcon et al., 2018).

When traffickers pay for placement of their sex workers at brothels or
other sex venues, the protection is included in the price or at least part
of the pre-agreed arrangements. Hierarchically structured groups usually



FINANCIAL ASPECTS OF TRAFFICKING IN HUMAN BEINGS 73

have members assigned with such tasks and, as mentioned above, they
are often also responsible for monitoring and control of women, money
collection, and transportation. A case reported in the Romanian country
report indicates a monthly payroll of such a members amounting to
€700 per month (Nicolae, 2018).

Expenses on corruption can also be generally classified into the category
of protection costs. Typical targets of corruption by trafficking actors are
law enforcement officers and, to a lesser extent, magistrates, especially in
South-East Europe. The data from Bulgaria and Romania indicates regular
extortion fees imposed by police officers to outdoor and indoor sex
workers and their procurers, wherein such protection fees in Romania
reportedly amount from €500 to €1,000 per month (Nicolae, 2018;
Rusev et al., 2018). In order to avoid cash payments, traffickers can
offer officials bribes in the form of sexual services rather than money
(Meneses-Falcon et al., 2018; Antonopoulos, G., 2018).

Hierarchically structured groups sustaining more sophisticated trafficking
operations incur additional costs related to the concealment of their
activities from the authorities. In the high-end prostitution segment such
costs may include investing in elaborate schemes of legitimate business
structures — appointment of straw persons as owners and managers,
registering front businesses such as modelling or fashion agencies, and
organising model castings, fashion shows, advertising campaigns, among
others. Criminal groups, which invest in and control adult clubs, massage
parlours, and similar establishments also employ similar methods and register
bogus companies with straw persons appearing as owners and managers.
Women working in such adult clubs, hotels and other establishments have
labour contracts as dancers, masseuses, office assistants or housekeepers.
Using such legitimate companies as a front also entails a number of other
costs typical for all legitimate businesses — office rent, accounting and
legal services, utilities, staff salaries, etc. (Rusev et al., 2018).

The comparison of the data on typical costs associated with the various
sex trafficking operations reveals important differences in the cost
structure depending on the country of origin of the perpetrators.
Clearly, traffickers from the two biggest source countries in EU —
Bulgaria and Romania, enjoy significant competitive advantage over
their counterparts operating from Asia, Africa, and Latin America with
regard to transportation costs. The lower costs of transportation are also
coupled with the lower risks of apprehension during this stage of the
trafficking operation, since both Bulgarian and Romanian citizens enjoy
the rights of free movement and labour within the European Union.
Furthermore, non-European perpetrators apparently prefer low-cost
methods for acquisition of clients — solicitation of clients on the street
or online (see Lalam, 2018; Meneses-Falcon et al., 2018; Terenghi &
Di Nicola, 2018). On the contrary, apparently Bulgarian and Romanian
traffickers are more often willing to incur additional costs in order to get
access to more profitable locations and sex venues — red light district
windows in Belgium or Netherlands, brothels or massage parlours in
Germany and Austria, thus securing higher and more steady revenues
from their victims (Rusev et al., 2018).
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Make-over costs | from €1,500 hairdresser; brand clothing;
accessories; cosmetics, etc.

Logistics | from ~ €100 airfare to a major West European

city by a low-cost airline

Logistics Il from ~ €120 single bus fare from Sofia
to major West European city

Interest rates | 10% to 20% when borrowed from the wider
per week trafficking network

Money transfer fees €10-€100 per transaction, depending
on the amount sent

Use of a hotel room with €3-5 session hotel, low segment, inner city
a client per hour

Advanced payment for placement €2,500 to Bulgaria, Black Sea
of one sex worker in a hotel €3,125 month resort hotel
with access to clients

Hotel room rental €1,000 per week In a major West European city,

(permission to do business) per sex worker may vary depending on the hotel

Red-light district from €500 per week red-light district (major Belgian
window rental and/or Dutch city)

Source: Rusev et al., 2018.
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These differences in the cost structure of sex trafficking operations provide
important additional insights about why Bulgaria and Romania still remain
the top countries of origin for victims of trafficking in Western Europe,
despite having many times smaller populations compared to countries such
as Nigeria or China. The negligible costs for transportation of victims from
South East Europe coupled with the right to free movement and labour
also have important implications for the preferred method of control over
victims. Apparently Bulgarian and Romanian traffickers have more or less
moved away from the methods relying on debt bondage in sex trafficking,
whereas these methods are still predominant among the trafficking networks
from Africa, Asia, and Latin America (see Lalam, 2018; Meneses-Falcon et
al., 2018; Terenghi & Di Nicola, 2018). Instead, they rather rely either
on building emotional dependence in the victim (lover-boy method) or
establishing business-like relations and acquiring some consent of the victim,
wherein the revenues from the prostitution would be split between the
trafficker and the sex worker according to a pre-agreed ratio (Oude Breuil
et al., 2018; Rusev et al.,, 2018, Nicolae, 2018; Antonopoulos, 2018).

Trafficking for labour exploitation appears to be a lower cost exercise than
trafficking for sexual exploitation. Various costs come into play depending
on whether the farm/company owner that benefits from the exploitation is
involved in the overall trafficking operation or relies on external actors to
recruit and deliver the labourers needed. The regular cost related to the
exploitation phase will generally include housing, subsistence, work materials,
and tools (Raets & Janssens, 2018; Meneses-Falcén et al., 2018). In most
cases all these costs are used as a pretext to force victims to pay much
more than the actual value of these facilities. Thus exploiters/traffickers
manage to additionally reduce the pre-agreed wages and perpetuate the
debt bondage of victims (Oude Breuil et al., 2018; Raets & Janssens, 2018;
Meneses-Falcon et al., 2018). Moreover, except housing, the infrastructure
and equipment in labour trafficking cases are usually pre-existent, so no
investment is required (Raets & Janssens, 2018). In many cases traffickers
are of the same nationality as the victims and are contracted by the farm
or company owners also to exert control and monitoring over victims
(Meneses-Falcon et al., 2018; Terenghi & Di Nicola, 2018). Other costs
related to this form of trafficking may include fines imposed by labour
inspectorates for not providing sufficient health or safety labour conditions
or other labour law infractions (Oude Breuil et al., 2018).

3.4. PROHITS AND PROHFIT SHARING

Trafficking in human beings generates a steady flow of profits for traffickers
thanks to the constant demand both in the sex services and low-skilled
labour sectors such as agriculture, construction, hospitality, and similar
industries. As the nine EU country studies showed, the sex services
segment is easier to estimate, as quantitative data is readily available (e.g.
prices for services, estimated number of sex workers and of clients in
a given market), while transactions involving labour exploitation are less
transparent and profits are less clearly defined.
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Pricing and revenues of traffickers vary substantially depending on a
number of factors. Thus, in cases related to sexual exploitation important
factors are the country where services are provided, the market segment
served, the number of customers per day, and the average length of
sessions. Price differences by country are correlated to the respective
national income level. Thus, for example in low-income countries like
Bulgaria or Romania, a session in the outdoor market segment (i.e. the
lowest segment) can cost as low as €7-10 (Nicolae, 2018; Rusev et al.,
2018). In high-income countries, the same services would cost at least
€20-30, with an average of €50 and up (Lalam, 2018; Oude Breuil et
al., 2018; Raets & Janssens, 2018). The variances by segment in the sex
services market start from an average of €20 to €30 in the outdoor
segment, and go up to between €50 and €150 in the lower indoor
segment to €200 to €300 in the higher indoor segment and several
hundreds to €1,000-€2,000 in the luxury/private escort services segment
(Rusev et al., 2018; Lalam, 2018). Length of sex sessions (half an hour,
an hour, overnight, weekend) is also a factor in pricing. Longer sessions
are usually provided at a discount but are also more common in the
high-end market segments (Rusev et al., 2018).

The ethnic background and physical appearance of victims also factor
in the price of the sex services. Thus, in Italy Nigerian sex workers
work mostly on the street and charge from €10-€30 and in France
€20-40, whereas the ones from South-East Europe charge between €30
and €50 in both countries (Terenghi & Di Nicola, 2018; Lalam, 2018).
The number of customers served by one sex worker varies from two
to six per day in the indoor segment, and can reach up to 20 in the
outdoor segment. This number also depends on the pressure exercised
by traffickers. In extreme circumstances (e.g. Nigerian women exploited
under a debt repayment scheme), sex workers have been forced to work
for 10-12 hours per day (Terenghi & Di Nicola, 2018). Use of the internet
for solicitation of clients also appears to result in lower number of clients
(Rusev et al., 2018).

The expert estimates of average revenue generated by a sex worker
vary from several thousand euro per week (e.g. €2,000 to €8,000 in
Belgium) to tens of thousands of euro in the high-end segments (Raets
& Janssens, 2018). Monthly estimates reported by interviewed traffickers
range from €15,000 to €45,000 per sex worker (Rusev et al., 2018).
In addition to the recurring revenue from sex services, in certain cases
traffickers get one-time payments for “renting” or “selling” the victims
they control to other trafficking networks (Antonopoulos, 2018; Nicolae,
2018; Raets & Janssens, 2018). However, these practices are believed to
be rare and the revenue they generate is insignificant compared to the
daily flow from recurring services.

The detailed information on pricing, number of clients served per day, as
well as the costs incurred by traffickers, allow also for relatively accurate
reconstruction of their actual profits. Thus, if we take for example the
case of Nigerian “mamas” and assume she has brought a woman via
an overland route, her costs on an annual basis will amount to around
€37,000 and she could expect a victim — when exploited as sex worker



FINANCIAL ASPECTS OF TRAFFICKING IN HUMAN BEINGS 77

on the street in Italy — to earn close to € 94,000 per year. In this case
the net profit will amount at around €57,000.

TABLE 9. CosTS AND PROFITS FROM A NIGERIAN VICTIM EXPLOITED
AS A SEX WORKER IN ITALY

Travel from Nigeria to Italy (via Libya) — €5,000
cost of transportation, tolls, passeur,
juju ritual, ticket man, etc.)

Supervisor of girls to/at “joints”"” €40 x 26 days — €1,040 (per month) —
€12,480 for 1 year

Housing (sharing apartment) €300 per month — €3,600 for 1 year

Overall costs 12 months: €36,980

Net profit (1 _year): €56,620

Source: Authors’ elaboration based on data from Terenghi & Di Nicola (2018) and other country reports.

Similarly, we can estimate the profits of East European traffickers. Thus,
traffickers from Bulgaria often exploit women in the windows of red
light districts in various cities in the Netherlands. The victims usually
spend 3 to 4 months in the Netherlands, then come back to Bulgaria
for a month and return for another round of 3-4 months. In order to
secure a place in a profitable location, traffickers often pay to well-
established intermediaries a fee of between €2,000-€3,000. Lodging is
usually shared with other victims and rent of the window is somewhere
between €200-€250 per shift. The overall costs in such an arrangement
reach close to €84 000 on an annual basis. The sex worker usually
manages to generate a revenue of €187 000, making the net profit in
this case around €103,000.

Revenues from trafficking for labour exploitation usually come from
two sources: a) initial fees paid by victims to the recruiters in their
country of origin (which may include the cost of travel and travel
documents, in particular for third country nationals); and b) a share of
the weekly or monthly remuneration of the victims which is paid by
the employers to the traffickers or gangmasters (Terenghi & Di Nicola,
2018). The debt repayment scheme is widely applied in trafficking for

7" Street spots for prostitution.
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TaBLe 10. CoOSTS AND PROFITS FROM A BULGARIAN VICTIM EXPLOITED
AS SEX WORKER IN THE NETHERLANDS

Clothing, lingerie, accessories, cosmetics 3 trips x €500 — €1,500
Housing (sharing apartment) — €300 month x 10 months — €3,000

10 months in a year

Rent for window for 10 months €250 day x 26 days x 10 months — €65,000

Overall costs 1 year (stays for 10 months): €83,800

Source:

Net profit (1 year) €103,400

Rusev et al., 2018.

labour exploitation, in particular with Chinese or other victims of third
countries who need permits to work and live in the EU. As a rule,
victims’ remuneration is below the minimum hourly rate, and working
hours are longer than allowed by national regulations — e.g. 12-14 hours
per day in the agricultural sector in Italy. The net daily payment received
by victims of trafficking has been reported to be as low as €10 for
a 12-hour day, as employers deduct from the negotiated payment the
arbitrarily assigned cost of transportation, food and water provided to the
victims (Terenghi & Di Nicola).

Thus, in terms of profit margins, labour exploitation can achieve similar
levels as sex exploitation, although the amounts in euro per victim of
labour exploitation are usually much smaller due to the lower hourly rates
in the sectors where most victims are employed (agriculture, construction,
tourism, food processing). With trafficking for labour exploitation two
aspects of the profit need to be considered: the profit from fees collected
by the traffickers who connect employers and victims, and the profit of
employers who benefit from the lower labour costs (Terenghi & Di Nicola,
2018). In some cases, one and the same victim can be exploited as a
worker in a legal business establishment used as a cover (massage parlour,
model agency or hotel) and become a victim of sexual exploitation.

Several factors determine the margin and volume of profits of traffickers.
The most important of them seems to be the legal status and vulnerability
of victims. Victims from third countries who need visas and permits
to enter and reside in the EU are the ones who are most severely
exploited, generating extremely high profit margins for the traffickers. On
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the other hand, victims who are citizens of EU member states and can
freely move and work within the EU usually work at more favourable
terms and keep a larger share of their earnings. Depending on the legal
status of the victims, profit margins can range from close to 100% in
the case of sex workers smuggled into the EU from third countries
such as Nigeria, to less than 50% in the case of sex workers from East
European member states. In the case of labour exploitation, victims with
mental health problems are paid insignificant wages or not paid at all
(Antonopoulos, 2018).

Another factor widening profit margins is the type of organisation and
the modus operandi of traffickers. Lover-boy traffickers and family/clan
based groups tend to withhold all the revenue and to cover all the
costs of sex workers (Rusev et al., 2018). Loose trafficking networks and
hierarchical groups from South-East Europe prefer to operate with pre-
set shares, with traffickers retaining from 50% to 80% of the earnings
(Nicolae, 2018; Rusev et al., 2018). A third modus operandi, applied by
traffickers who own brothels or other sex venues is charging a fixed
amount in advance. For instance, hotels and erotic clubs in popular
resorts in Bulgaria are reported to charge €7,500 per sex worker for
the use of their premises (Rusev et al., 2018). Profit sharing schemes
reportedly also vary by nationality of perpetrators and victims (Table 11).
Thus, the typical share of earnings withheld from a victim by East
European traffickers is 50-80%, for Chinese traffickers — 60-70%, for Latin
American — 40%, for Nigerian — 100% (Lalam, 2018).

TasLe 11. PRICING, PROFITS, AND PROFIT SHARING IN CASES OF TRAFFICKING
FOR SEXUAL EXPLOITATION IN FRANCE

Nigerian traffickers €10-30 close to 100% €3,000 per month
for trafficker

East European traffickers ~ €50-80 80/20 to 50/50 €300-900 per month
(non-Roma)
Chinese traffickers €100-€150 70/30 to 60/40 €4,000-€7,000 per

month/“sex tour”

Source: Lalam, 2018.

Traffickers, especially those bringing victims from third countries, widely
apply debt bondage as an instrument of control over victims, but also
as a way to withhold and retain all their earnings. The repayment of
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3.5.

debt scheme is widely used in relation both to victims of sexual and
labour exploitation (Meneses-Falcon et al., 2018; Terenghi & Di Nicola,
2018; Lalam, 2018; Antonopoulos, 2018). The debt is usually vaguely
defined and supposedly consists of the costs for transferring the victims
to the EU, and for providing lodging, food, clothes, and protection.
Until the debt is fully repaid (which can take many years), the traffickers
collect all or almost all of the victims’ earnings. In the debt bondage
model traffickers usually also charge exorbitant prices for the real
or alleged services they provide to their victims (e.g. lodging, food,
clothes, transportation), thus increasing the debt and maximising their
overall profits. The total amount of the debt can vary from €15,000
to €20,000 in Chinese trafficking networks, to €30,000-€60,000 in
Nigerian networks (Raets & Janssens, 2018; Terenghi & Di Nicola, 2018;
Meneses-Falcén et al., 2018). In one court case in Italy, the victim’s debt
amounted to €90,000 (Terenghi & Di Nicola, 2018).

INVESTMENT SCHEMES AND MONEY LAUNDERING

Investment and laundering of proceeds earned through human trafficking
take different forms depending on the profits generated and the scale
of operation. In general, the fewer victims are controlled by a trafficker,
the less is earned and therefore a larger proportion of the money is
immediately spent, reducing the potential for investment. The market
segment (outdoor or indoor) where the trafficker operates also plays a
part in determining the level of proceeds generated by the operation. In
addition, the nationality of the traffickers determines to a large extent
where money is invested and how it reaches the destination where the
intended investment takes place. Most foreign traffickers operating in
Western and Southern Europe, be they independent or part of a criminal
organisation transfer differing degrees of their earnings back to their
countries of origin. Despite the variety of investment and money laundry
schemes, they remain relatively simple. Generally, unless all proceeds
are reinvested in the trafficking business or immediately spent on lavish
lifestyle expenses, traffickers opt for real estate or acquisition of cash
intensive businesses (Raets & Janssens, 2018; Rusev et al., 2018).

Traffickers in lover-boy and small-scale trafficking arrangements (one
person controlling one to three women) will typically use the bulk of
their proceeds to sustain a lavish lifestyle through buying designer
clothing, jewellery, vacations, but also for partying, gambling or acquiring
drugs (Terenghi & Di Nicola, 2018; Oude Breuil et al., 2018; Rusev et al.,
2018; Raets & Janssens, 2018; Meneses-Falcon et al., 2018; Lalam, 2018;
Nicolae, 2018; Antonopoulos, 2018). Beyond serving to satisfy the personal
consumption pattern of traffickers, the exorbitant spending also has the
function of presenting an image of success and of impressing other potential
victims (Rusev et al., 2018; Oude Breuil et al., 2018). Nevertheless, small-
scale foreign traffickers operating in Western and Southern Europe often
manage to move part of their earnings to their country of origin through
different schemes of repatriation. Subsequently they might acquire, finish
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or renovate property, buy vehicles or use the funds to support family in
their country of origin. Victims who manage to arrange a more beneficial
arrangement and get to keep a larger portion of earnings for themselves
might also be able to invest in houses for themselves or their families or
to start a small business in their country of origin (Terenghi & Di Nicola,
2018; Meneses-Falcon et al., 2018; Rusev et al., 2018).

Networks and larger criminal groups with more sophisticated organisation
that usually control larger number of victims can generate substantial
revenues. Although part of it can also be spent on a lavish lifestyle, they
can still afford to allocate substantial funds for investments in the licit
economy. A common strategy is to invest in cash-intensive business
ventures in their country of origin — restaurants, bars and night clubs,
convenience or clothing stores, car washes, beauty salons, massage
parlours (Oude Breuil et al, 2018; Rusev et al., 2018; Antonopoulos,
2018; Lalam, 2018; Nicolae, 2018; Terenghi & Di Nicola, 2018). In many
cases such investments can both serve to conceal and enable the human
trafficking operations, while at the same time facilitate the laundry of
proceeds. Businesses in the hospitality sector are sometimes used as
front for the human trafficking and prostitution, but more often (along
with beauty salons) prove useful in identifying and recruiting other
potential victims (Rusev et al., 2018). The business portfolios of large-
scale traffickers are even more diversified, including also businesses in
construction, agriculture, jewellery trade, and gyms (Rusev et al., 2018;
Nicolae, 2018).

The collected data in the studied nine EU countries does not indicate
common use of trafficking proceeds for investments in other criminal
activities. As already mentioned, the traffickers usually use their proceeds
to sustain the trafficking operations by addressing running costs such as
transport, advertising, communication, subsistence and lodging (Terenghi &
Di Nicola, 2018; Sirseloudi, 2018; Raets & Janssens, 2018). However,
there were some examples where perpetrators engaged in usury, lending
money for interest to close acquaintances or other people from the
procuring business (Nicolae, 2018). For Italy were also reported some
cases of Albanian and Nigerian traffickers investing in drug trafficking
(Terenghi & Di Nicola, 2018).

Traffickers sometimes also make investments in the countries of
exploitation. Thus, Chinese trafficking networks prefer to launder
their revenues in the destination countries through already established
licit enterprises, mostly Chinese restaurants and similar business,
or acquiring real estate property. This not only helps them to root
in local territories, but also to keep running both their legal and
illegal enterprises (Terenghi & Di Nicola, 2018; Meneses-Falcon et al.,
2018). East European networks also invest both in their origin and
destination countries. A recent tendency among Bulgarian trafficking
networks is to invest their proceeds in real estate and businesses
abroad, both as a cover (to establish a legitimate reason for residing
abroad) and investment for trafficking sustainability and expansion.
These may include bars, clubs, and cafes, used often for criminal social
networking and/or as a place for selling sexual services (Rusev et al.,
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2018). Similar investments have been reported with regard both to
Polish and Romanian traffickers (Terenghi & Di Nicola, 2018; Nicolae,
2018). Nigerian traffickers, apparently, invest to a very limited extent in
destination countries where they operate and in such cases often opt
for stores selling ethnic goods (Terenghi & Di Nicola, 2018).

While significant commonalities exist with regard to the methods used
to repatriate money to traffickers’ countries of origin, there are also
specificities related to where the trafficking networks originate from. Cash
smuggling is preferred and widely utilised by all traffickers, independent
of their sophistication and origin. The smuggling might either be done
through participants in the network or intermediaries, providing this
service to trafficking networks. Cash couriers are often used, with East
European networks generally transferring cash through couriers travelling
on land routes (Raets & Janssens, 2018; Rusev et al., 2018; Nicolae, 2018).
Similarly, Chinese and Nigerian networks use cash couriers to smuggle
cash through airports. Reportedly the price paid for such service is 6%
of the smuggled amount (Terenghi & Di Nicola, 2018; Meneses-Falcon
et al., 2018). Alternatively, victims or sometimes even traffickers might
carry cash with them on planes and busses (Terenghi & Di Nicola, 2018;
Meneses-Falcon et al., 2018, Oude Breuil et al., 2018). Nigerian networks
would sometimes ship cash in containers (Meneses-Falcon et al., 2018).

Bank transfers are generally less often employed due to their traceability.
When the banking system is used, the amounts wired are broken down
into smaller sums and often are transferred by and to persons other than
the traffickers, such as family members, victims, intermediaries or dummy
accounts (Meneses-Falcon et al, 2018, Raets & Janssens, 2018). East
European trafficking networks are more often involved in the laundry
of money through the use of schemes with straw men and a string of
shell companies, involving family members, intermediaries or associates
to transfer and launder money (Meneses-Falcon et al., 2018; Rusev et al.,
2018). Similar methods are employed when remittances are done through
money transfer companies such as Western Union or MoneyGram in
order to minimise risks to traffickers (Raets & Janssens, 2018; Oude Breuil
et al., 2018; Rusev et al., 2018; Antonopoulos, 2018). However, the most
recent developments show that East European traffickers have started
to increasingly avoid use of money transfer services due to the ease of
traceability and rely mostly on cash smuggling instead (Rusev et al., 2018;
Nicolae, 2018; Raets & Janssens, 2018; Oude Breuil et al., 2018).

Middle Eastern, Nigerian, and to a lesser extent Chinese networks also
utilise the informal money transfer systems such as hawala, where money
does not cross borders physically and the transactions are based on
established relations of trustworthiness of the participants in the hawala
network (El Qorchi et al., 2003; Oude Breuil et al., 2018; Lalam, 2018;
Meneses-Falcon et al., 2018, Raets & Janssens, 2018). The informal
transfer system utilised by the Nigerian networks is known as “euro-to-
euro” and involves the parallel money transfer through grocery stores
and other retailers. The fee for transferring money through this informal
system is reported as 1-2% of the amount (Federaal Migratiecentrum,
2014; Terenghi & Di Nicola, 2018).



FINANCIAL ASPECTS OF TRAFFICKING IN HUMAN BEINGS 83

Another method for repatriation and laundering of proceeds utilised
by Bulgarian, Nigerian, and Chinese networks is the use of simple
trade-based money laundering including purchase and re-sell of easily
tradable goods. Bulgarian networks generally prefer cars and gold for this
purpose. Alternatively, stolen goods like electronics are bought cheaply
and subsequently resold in Bulgaria (Rusev et al., 2018). In the case of
Nigerian networks, the goods shipped back to Nigeria and subsequently
resold are more diverse, including electrical appliances, clothes, butane
canisters (Meneses-Falcon et al., 2018). Chinese networks tend to purchase
luxury goods (e.g. designer clothes and accessories) and subsequently
send them to China (Lalam, 2018; Meneses-Falcon et al., 2018).






4. THE ECONOMICS OF HUMAN TRAFHCKING
IN A DIGITISED AGE

As society proceeds ever further into the information age, innovations
in information and communication technology have grown to become
an indispensable part of everyday life (Stalans & Finn, 2016). While the
internet and assorted technological advancements continue to shape our
standard of living, so too are the opportunities for crime in general
and serious and organised crime in particular on a track of continuous
evolvement (Wall, 2017). Criminal entrepreneurs are popularly believed
to turn to digital communication technologies in order to make their
activities even more profitable, in par with their legitimate counterparts
(Broadhurst et al., 2014; Wall, 2005/2015). Within this framework, the
nexus between human trafficking and technology is an emerging area of
public and policy concern (Mendel & Sharapov, 2016; Musto & boyd,
2014; Milivojevic & Segrave, 2017). Numerous fears and anxieties crop up
out of concern that things inevitably will take a turn for the worse as a
result of the use of new technologies (Hillman, Hooper, & Choo, 2014;
Kloess et al., 2014; Thakor & boyd, 2013). This increasing alertness towards
“the threats that lurk online” (Milivojevic & Segrave, 2017, p. 34) has
resulted in sweeping claims about the intersection between trafficking and
technology, foreboding nothing less than imminent disaster (Milivojevic &
Segrave, 2017). On that note, the general consensus appears to be that
the use of technology has had some impact on the crime of trafficking in
persons. The question of what that impact has been or how crimes have
been transformed in terms of their mediation by technology, however,
is still a matter for debate (Wall, 2005; 2015). In fact, our understanding
of how and to what extent technology is used in trafficking operations
is rather limited (Milivojevic & Segrave, 2017). How the incorporation of
technological developments in turn affects the business model of human
trafficking networks is, quite possibly, even more under-considered.

With this in mind, the aim of the present chapter is to unpack some of
the abovementioned assumptions that currently define this budding area
of inquiry. More specifically, the central focus of this chapter is, on the
one hand, the supposed alignment between advancements in technology
and the business interests of trafficking offenders, on the other. Based on
the empirical findings of the nine country studies conducted as part of an
EU-wide study on the financing of human trafficking carried out in 2017 —
2018, supplemented by a literature review concerning the trafficking-
technology nexus, this chapter intends to flesh out the connections
between the operational, technological, and financial dimensions of
trafficking in human beings. The first section maps the role of technology
in the human trafficking modus operandi. Following this, the implications
of the use of digital communication technologies for the human trafficking
business model are discussed. The concluding section will reflect on the
main findings that were presented throughout this chapter.
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4.1. THE USE OF DIGITAL COMMUNICATION TECHNOLOGIES
IN HUMAN TRAFFICKING OPERATIONS

Considering the cyber-component of the human trafficking modus
operandi, the use of technology cannot be viewed separately from the
traditional workings of the trafficking offence. The crime of trafficking
in human beings, by its very nature, involves a planned series of steps
rather than a singular criminal act. In this sense, trafficking operations
generally follow a distinct course of action. According to Aronowitz (2009;
see also: Campana, 2016), trafficking in persons can be understood as a
process composed of four stages, namely the recruitment, transportation
and exploitation of human beings and the subsequent management of
illicit proceeds. Accordingly, technology is used as a facilitator from one
end of the trafficking cycle to the other (Antonopoulos, 2018). Against
this background, the discussion of the role of the internet and assorted
technological advancements in the following section is structured around
the different stages of the human trafficking process.

4.1.1. Recruitment

To start from what is most commonly referred to as the beginning of
the human trafficking cycle, technology has added a whole new level
to the process of recruitment (boyd et al., 2011; Di Nicola et al., 2017).
The internet in particular has amplified the recruiting efforts of trafficking
networks by bringing a wider pool of potential targets from various
socio-economic and geographic backgrounds within their reach (Yu,
2014; Verham, 2015; Malby et al., 2015). Broadly speaking, e-recruitment
practices are adopted both in cases of labour exploitation as well as in
trafficking for the purpose of sexual exploitation (Raets & Janssens, 2018;
Antonopoulos, 2018). Quite a few online platforms present opportunities
for singling out, contacting and ensnaring suitable targets, most notably
social networking sites, online classifieds, dating sites, and chat rooms
(Latonero et al., 2011; Di Nicola et al., 2017).

The ubiquity of personal information on social media and other
sites facilitates the identification and selection of potential victims
appreciably (Watson et al., 2015; Lavorgna, 2015; Di Nicola et al.,
2017). Recruiters usually apply crude selection criteria to potential
trafficking candidates. Most often, these criteria revolve around physical
attractiveness, psychological vulnerability, and accessibility (Kloess et
al., 2014; Lavorgna, 2013). Concerning the ease of access to potential
targets, technological features such as the geotagging of images and
postings on social media (Malby et al., 2015) or the use of location-
based dating apps of a similar kind as Tinder (Powell & Henry,
2017) enable offenders to determine the proximity of their prospective
recruits. In addition, skilled recruiters are able to read into their
subject’s mental state through their online presence and quickly pick
up whether a target is in a vulnerable position or not (Vanderschaaf,
2013). Alternatively, social media profiles and other sources of personal
data allow for the identification of specific targets, as the purposive
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targeting of independent sex workers by trafficking rings in Bulgaria
demonstrates (Rusev et al., 2018).

The identification of suitable targets is logically followed by attempts to
contact the selected individuals. In general terms, strategies to get in touch
with potential victims range from generic and impersonal approaches
such as the posting of deceptive job offers (Vanderschaaf, 2013) to highly
individualised plots. In case of the former strategy, recruiters essentially
cast their net wide and wait until an unsuspecting target takes the bait
(Yu, 2014). On this account, trafficking offenders do not always need to
go after vulnerable targets or set up wildly deceitful schemes. In some
cases, victims approach recruiters on their own initiative. The offering of
package deals to those looking to travel to Europe (see Terenghi & Di
Nicola, 2018) is a clear example of this type of indirect recruitment. In
the same spirit, “double role girls” (Lavorgna, 2013, p. 121) — victims who
managed to climb the ranks of the trafficking organisation — can serve
to intrigue and incentivise other potential recruits by showcasing a life
of luxury on social media outlets. Some recruiters, on the other hand,
prefer a more direct approach, characterised by chasing targets of choice
rather than targets of chance. Handpicking vulnerable individuals and
zeroing in on those potential victims leaves room for a more personal
touch. While more time-sapping and labour-intensive, a personalised
recruitment strategy is generally more compelling and effective (Yu, 2014).
When it comes to approaching suitable targets, digital communication
technologies lower the threshold to make contact with prospective
recruits. Increased disinhibition is a well-known side effect of interacting
in cyberspace (Lavorgna, 2013). Online communications easily cut across
social barriers, bend the rules of interpersonal conduct and generally
speed up contacts (Suler, 2004; Kloess et al., 2014). Virtual associations
thus prompt accelerated self-disclosure, which naturally paves the way
for victim subjection. The wide availability of personal information
on the internet assists the progress of online recruitment efforts in
a similar way. Keeping tabs on somebody through their social media
postings, learning about an individual’s concerns, day-to-day activities,
or other personal details and converting this knowledge into a form of
customised deceit is undoubtedly conducive to the swift establishment
of a connection with one’s victims (Di Nicola et al, 2017; Lavorgna,
2015). Likewise, imprudently shared private information enables recruiters
to pick up the personality of potential sex trafficking victims, making
it possible for imaginative offenders to adopt a fabricated persona for
the purpose of presenting themselves to their chosen targets by means
of a fake, and thoroughly engineered, online profile (Europol, 2017
Kloess et al., 2014).

Touching on the subject of bringing potential victims under one’s
control, recruitment for the purpose of sexual exploitation occasionally
involves a grooming process aimed at gaining the victim’s confidence
(boyd et al, 2011; Hughes, 2014; Latonero et al., 2011). The term
“grooming” generally refers to the process whereby an offender prepares
a prospective victim for one or multiple episodes of abuse (Kloess et
al., 2014; Malby et al., 2015). This preparatory work basically revolves
around the building, and subsequent abuse, of trust (Kloess et al., 2014).
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Remarkably, the online grooming processes of sexual offenders who
target children and the subcategory of lover-boy traffickers show great
similarity. Then again, both types of offenders share the same criminal
objectives, to wit: obtaining access to victims, ensuring compliance, and
maintaining the victim’s secrecy (Malby et al., 2015). If successful, the
grooming process ultimately culminates into a perverted relationship
defined by a deeply distorted balance of power (Kloess et al., 2014; Di
Nicola et al., 2017). To this end, offenders largely resort to a carrot-and-
stick approach where pleasant inducements and sweet talking alternate
with violent threats and blunt coercion. This dual strategy of providing
attention and appreciation in conjunction with establishing control and
isolating the targeted individual from any protective significant others
serves to force victims into a position whence there is no clear escape
(Vanderschaaf, 2013; Kloess et al., 2014). On that account, the creation
of a state of emotional dependency by making pretence of amorous
interest is a trademark of the lover-boy modus operandi (Di Nicola et
al., 2017).

4.1.2. Transportation

In order to proceed from drawing in suitable targets to actually exploiting
them, many, if not most trafficking rings need to move their recruits
from the source country to their respective country of destination.
Accordingly, the phase of transportation necessarily involves logistical and
travel arrangements intended to bridge the operational distance between
recruitment efforts and the final cause of exploitation (Watson et al., 2015;
Di Nicola et al., 2017). In this context, criminal entrepreneurs, not unlike
their legitimate counterparts, often rely on technological developments
to execute these kinds of ancillary activities in a smooth and efficient
way (Choo & Grabosky, 2014). Digital communication technologies can
facilitate the transportation of trafficking victims either by simplifying
the procurement of travel documents or through the online booking
of train, plane, and bus tickets (Lavorgna, 2013). The same goes for
counterfeit documents, as advancements in technology open the door for
higher quality fraudulent imitations at lower prices (Antonopoulos, 2018).
Moreover, aligning concurrent processes of recruiting, transporting, and
exploiting presupposes close coordination among the different nodes of
a trafficking organisation (boyd et al., 2011). Under these circumstances,
the internet and assorted technologies offer new opportunities for
criminal collaboration and organisation (Konrad et al, 2017; Latonero
et al, 2015). Furthermore, digital communication technologies greatly
facilitate coordination across dispersed sites of activity, which means
that criminal operations can be run from a distance without much
difficulty (Broadhurst et al., 2014). Other than that, a number of trafficking
networks wield the internet as an enhanced communication tool because
these technologies pose less of a risk in terms of wiretapping or the
interception of potentially damning conversations in comparison to more
traditional methods of communication such as phone calls (Bijlenga &
Kleemans, 2017, Wall, 2005/2015; Europol, 2017). In short, technology
offers considerable managerial and organisational opportunities for human
trafficking operations (Lavorgna, 2015).
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4.1.3. Exploitation

Continuing on this line, the transferring of victims is ordinarily followed
by the phase of exploitation. Considering trafficking for the purpose of
sexual exploitation, victims need to advertised in one way or another
in order to sell and consequently profit from their services. In this
connection, technological developments have modified the ways in
which trafficking victims are marketed (Europol, 2016; Greiman & Bain,
2013; Mitchell et al., 2011). The World Wide Web provides a way to
advertise anything to a wide audience, all with a minimum of effort
(Mitchell & boyd, 2014; Latonero et al, 2012; Di Nicola et al., 2017).
At the same time, due to this expanded advertising reach, technology
may also provide an efficient means of reaching more obscure target
audiences (Mitchell & boyd, 2014). Because of its discreetness, relative
anonymity and general effortlessness, online soliciting can be considered
as a particularly sex buyer-friendly marketing strategy (Farley et al., 2013;
Verham, 2015; lbanez & Gazan, 2016). The accessibility and convenience
of online soliciting encourages “virtual cruising,” in which clients can
make a choice in the comfort of their own home while retaining a
sense of privacy (Sanders et al., 2018; Yu, 2014; Perer, 2012). For the
most part, criminal entrepreneurs are quite flexible in how they advertise
their “commodities” (Hughes, 2014). Advertising venues range from major
public websites to underground online platforms (boyd et al., 2011).
To specify, the marketing of trafficking victims is associated with social
media (Europol, 2016; Di Nicola et al., 2017; Finn & Stalans, 2016), online
classifieds (Ibanez & Gazan, 2016; Portnoff et al., 2017), dating sites
(Europol, 2016; Finn & Stalans, 2016), dedicated escort websites (Europol,
2016; Di Nicola et al.,, 2017), specialised websites that provide a forum
for clients to review the sex workers they visited (Di Nicola et al., 2017;
Finn & Stalans, 2016), niche sites tailored to certain paraphilias (Finn &
Stalans, 2016), and darknet markets. However, the latter category appears
to be reserved for child sexual exploitation material (Europol, 2017) and
the selling of sexual services by minors (Di Nicola et al., 2017). To note,
the darknet is used by a comparatively small number of people, which
severely limits its potential as a marketing platform (Howell, 2016). In
contrary to the wide variety of online advertising venues, it is important
to mention the importance of a handful of major market leading websites
(Sanders et al., 2018), such as redlights.be, hookers.nl or vivastreet.fr.
Online promotional platforms regularly employ the freemium business
model, which entails that advertising is free, but upgrades which bring
more visibility and thus more clients are paid (Sanders et al., 2018). Beyond
catching the attention of potential buyers, communication technologies
are a convenient tool to talk terms and arrange appointments with clients
(Mitchell & boyd, 2014; Hughes, 2014; Europol, 2016). In a few well-
organised trafficking networks, this type of customer interaction can take
the form of online platforms set up to handle clients (see Antonopoulos,
2018) or even entire organisational departments specialised in online
promotion and web design (see Nicolae, 2018).

Over and above online soliciting, new technologies can be leveraged
as a means to exercise control (Greiman & Bain, 2013; Mitchell &
boyd, 2014). In some cases, trafficking offenders induce compliance
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by obtaining sexually explicit images (whether taken with or without
consent) and subsequently threatening to distribute these pictures to
friends or family members (Powell & Henry, 2017, Hughes, 2014). This
type of blackmail is also known as sextortion (Di Nicola et al., 2017) or
image-based sexual abuse (Powell & Henry, 2017). Aside from emotional
wire-pulling, digital surveillance systems (Hughes, 2014; Europol, 2016;
Meneses-Falcon et al., 2018) and location tracking services (Gerry et al.,
2016; Europol, 2016) permit traffickers to keep a close watch on their
victims. Some apps are in fact specifically marketed for the purpose of
monitoring. Examples are spy cams and camera apps, or perpetrators
can choose to install spyware in order to monitor locations and
communications (Powell & Henry, 2017). Another technology-mediated
method of control is to make victims report back to their exploiters
by demanding messages via mobile after each service or by sending
pictures in order to verify their location (Oude Breuil et al., 2018;
Terenghi & Di Nicola, 2018). More broadly speaking, technology can be
used to communicate with victims, to boss them around, and to issue
threats (Hughes, 2014), all with the benefit of remaining distanced from
the site of exploitation (Europol, 2016). On occasion, traffickers impose
restrictions on the use of technology with the aim of further isolating
their victims (boyd et al., 2011; Latonero et al., 2015; Hughes, 2014). In
certain cases, these restrictions assume the form of taking control over
social media accounts and profiles, both in the interest of supervision
and for marketing purposes (Rusev et al., 2018).

More than that, technology in and of itself can be leveraged as a
modality of exploitation (Oude Breuil et al., 2018). The digital revolution
has resulted in a medium through which sexual services are sold online
purely in the form of indirect contact (Sanders et al., 2018). In this
context, the term “coerced cybersex” (Greiman & Bain, 2013) denotes a
relatively new form of exploitation that relies entirely upon the use of
digital communication technologies (Malby et al., 2015). Video hosting
services can for instance be employed in order to broadcast sexual acts,
while allowing access only to users who have paid to watch (boyd et
al., 2011). As regards webcam platforms, customers are usually charged
in per minute increments (Sanders et al., 2018; Bach & Dohy, 2015).
That being said, the proceeds from online sexual services are generally
much lower than those in other segments of the sex industry (Sanders
et al., 2018).

4.1.4. Financial management

Ultimately, most trafficking operations are set up with an eye towards
making a profit. As far as the process of financial management is concerned,
criminal entrepreneurs have been found to place their confidence in
technological solutions, albeit only sporadically. For instance, certain
financial transactions can take place over the internet, thereby involving
digital monetary services or alternative payment markets (Broadhurst
et al, 2014; boyd et al., 2011). As follows, cyberspace may be used
to move illicit funds abroad in a relatively fast and economical way
(Meneses-Falcon et al.,, 2018). Online banking in particular increases the
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ease with which new accounts can be opened, thus indirectly facilitating
the use of money mules (Bijlenga & Kleemans, 2017; Europol, 2017
Mitchell & boyd, 2014). In this sense, technological advancements can
also be instrumental in the laundering of criminal proceeds resulting from
exploitation (Hughes, 2014). Relevant to the subject of money laundering,
cryptocurrencies such as Bitcoin are readily associated with the issue
of criminal money management. These alternative payment instruments
have attracted the attention of various criminal enterprises by reason
of their decentralised configuration, which essentially means that virtual
currencies operate independently of the traditional banking system and
thus outside the boundaries of governmental and regulatory oversight
(Brenig et al., 2015; Hoyer, 2017). For this reason, cryptocurrencies could
be leveraged as a tool to conceal criminal profits, or as a conduit for
the payment of bribes (Watson et al, 2015). However, despite the
apparent advantages of cryptocurrency-based or cyber-mediated money
laundering, human traffickers seemingly stick to more traditional methods
such as cash (Brenig et al., 2015). One could argue that the apparent
unpopularity of virtual currencies in human trafficking circles might be
rooted in unfamiliarity or a general lack of expertise. If anything, financial
management is a high-stakes phase of the trafficking cycle, and this in
itself might explain why offenders prefer to cling to the methods they
know and are familiar with. Accordingly, technological advancements
like Bitcoin, while facilitative of trafficking activities, are not necessarily
promptly incorporated into the human trafficking modus operandi
(Watson et al., 2015).

4.2. THE IMPACT OF TECHNOLOGY ON THE HUMAN
TRAFFICKING BUSINESS MODEL

As made apparent above, the contours of the crime of trafficking in
persons are gradually being reshaped through technological developments
(Milivojevic & Segrave, 2017). Most importantly, digital communication
technologies bear on many facets of the trafficking business. Human
trafficking is, by and large, a multidimensional and highly adaptive
criminal venture and the role of technology can be widely different as
a result of this variegation (boyd et al., 2011, Di Nicola et al., 2017,
Latonero et al., 2012). From this perspective, the trafficking-technology
nexus presents a rather diffuse image (Latonero et al., 2012). Having
established that the role of new technologies in trafficking operations
is a lot more diversified than it was originally made out to be, in turn,
raises the question of how these diverse technological applications affect
the human trafficking business model. On that account, the next section
considers the structural and financial implications associated with the
adoption of technology.

First off, digital and networked technologies have a bearing on the
organisation of human trafficking operations (Latonero et al., 2012). On
the whole, the embracement of technology enhances flexibility and
allows offenders to effectively streamline the trafficking process (Hughes,
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2014; Farley et al., 2013). As a result of this increased flexibility, the
need to have local intermediaries or emissaries in source countries
becomes largely avoidable, thereby erasing a layer of the criminal
organisation (Lavorgna, 2015; Lavorgna, 2013). The calculated usage of
new technologies could potentially supplant certain roles in trafficking
networks (Raets & Janssens, 2018), notably the functions of recruiter,
transporter, and enforcer. In addition, the reduced need to be physically
present as the site of operation enables offenders to distance themselves
from the criminal transactions (Malby et al., 2015 Di Nicola et al,
2017; Latonero et al., 2011). Having the ability to offend from afar also
implies that the geographical location of criminal actors and co-offenders
is less significant than it was before (Wall, 2005/2015; Lavorgna, 2015).
Whereas technology obviates the need for certain roles, other criminal
actors become more important, to wit external facilitators in the form of
IT experts. The connections between members of a trafficking ring can
often be highly clustered. If necessary, individuals who hold technical
expertise or have specific capacities can therefore be sought outside the
confines of the criminal network (Bijlenga & Kleemans, 2017). Furthermore,
technological advancements might capacitate both individual offenders
and smaller criminal groups to set up their own trafficking venture
(Lavorgna, 2015; Lavorgna, 2013). Digital communication technologies
have particularly empowered individuals in a way that has never been
possible before (Broadhurst et al.,, 2014). Simply put, technology acts as
a “force multiplier” (Powell & Henry, 2017, p. 246), providing motivated
single agents with the means to reach a virtually inexhaustible pool of
potential targets while requiring an absolute minimum in terms of efforts
or capabilities. In other words, these “empowered” individuals might find
themselves in a position where they are able to control every aspect of
the trafficking process, which previously necessitated a range of criminal
actors with various skill sets (Wall, 2017; Lavorgna, 2013). This means
that the organisational and business models that were once developed
with a view to carrying out criminal operations in the real world are
not necessarily reflected in the organisation of cyber-mediated trafficking
activities (Lavorgna, 2013). In this way, the adoption of technological
advancements has only added to the diversification of the human
trafficking landscape. Moreover, the fact that one or even a handful of
people can control entire criminal processes has certain implications for
our comprehension of the organisation of crime as such (Wall, 2017).
That is, the impact of a criminal network does not always correspond to
its size, nor is “organised” by definition synonymous with more “serious”
or “dangerous” (Leukfeldt et al., 2017). So, in some respects, the use
of technology has levelled the playing field for individual offenders and
smaller, looser criminal networks (Lavorgna, 2013). A case in point is how
the internet effectively contributed to the gradual erosion of the existing
cartelisation and monopolisation of the sex market by organised crime
syndicates in Bulgaria (Rusev et al., 2018).

Secondly, regarding the financial impact related to the use of new
technologies, just as technology enhances structural flexibility, so too it
heightens the efficiency of criminal operations (Broadhurst et al., 2014).
In general terms, the adoption of technological developments goes hand
in hand with a reduction in operating costs and investments (Malby et
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al., 2015). By way of illustration, the costs of recruitment can be kept
to an absolute minimum through the use of the internet. Deceptive
ads can for instance be disseminated across various online platforms
at once in order to lure and recruit potential victims at no cost (see
also Antonopoulos, 2018). Besides that, online recruitment is less risky
in terms of backtracking, given that it is much easier and less of an
issue for recruiters to back out once they realise that the situation is
not working out as planned (Lavorgna, 2013). Beyond recruitment, digital
communication technologies can lower the costs for advertisement and
customer acquisition (Malby et al., 2015). Overall, online solicitation is
cheaper and more instantly effective when compared to more traditional
methods of marketing such as buying ads in a local newspaper (Sanders
et al, 2018). New technologies also provide the means for broader
flexibility in the acquisition of clients, thereby increasing the expediency
of this commercial pursuit (Latonero et al., 2011; Sirseloudi, 2018).
Likewise, the use of technology can have an impact on the costs related
to supervision and control, as technological advancements mitigate the
need for a member of the criminal network to be physically present
on the premises at all times (Antonopoulos, 2018; Rusev et al., 2018).
Lastly, technologies let trafficking offenders cut back on transaction costs
in the form of expenditure on accommodation, and more specifically
on window fees (Raets & Janssens, 2018). In this connection, a relevant
example is the recent phenomenon of sexual transactions taking place
in accommodations rented through the online platform Airbnb (Lalam,
2018), also known as “pop-up brothels” (see Sanders et al., 2018). In
general, the internet has augmented the regular sex industry in that a
great part of sex workers are now advertising online and, accordingly, sex
work is increasingly relocated into private residences and hotels (Finn &
Stalans, 2016; Sanders et al., 2018; Greiman & Bain, 2013). Street corners
and windows correspond to marketplaces that are by definition restricted
in size (Farley et al., 2013). By contrast, through the internet, sex workers
are able to flexibly employ themselves in more than one sector and
move between segments of the industry according to need (Sanders
et al., 2018). In this way, the internet can broaden the opportunities
to make money. Online solicitation and the increasing privatisation of
sex work also reduce the competitive advantage of having access to
established and profitable locations (Rusev et al., 2018). Consequently,
as far as costs and investments are concerned, cyber-enabled trafficking
operations demand little investments in terms of man hours or financial
capital, nor is there a need for much technical skills, as these activities
amount to simple “point and click’ crimes” (Viano, 2017, p. 4). The
potential return on effort, on the other hand, is high, largely through the
wide availability of potential targets (Powell & Henry, 2017, Greiman &
Bain, 2013) and the reachability of an expanded customer base (Ibanez &
Gazan, 2016; Lavorgna, 2015). More than that, digital technologies present
new opportunities for making a profit by opening doors to new markets,
clients, and sectors that were previously untapped (Nicolae, 2018). In
other words, technology can render the notoriously cost-effective crime
of trafficking in human beings even more cost-effective.

In connection with the financial implications tied to the use of technology,
the internet and related technological developments have a bearing on
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the longer-term cost of detection. That is, relying on technology comes at
the cost of heightened visibility (boyd et al., 2011; Latonero et al., 2011;
Thakor & boyd, 2013). This is due to the fact that online activity inevitably
leaves traces (Wall, 2005/2015; boyd et al., 2011). The online exposure
of trafficking activities is therefore closely connected to two conflicting
objectives: hiding one’s illegal operation from law enforcement agencies and
disclosing one’s business to customers (Lavorgna, 2015). In consequence,
offenders are forced to balance security risks with operational necessities
(Ibanez & Gazan, 2016). Whereas some offenders opt for more overt
and wide-reaching marketing methods, others avoid using technology
altogether as part of a deliberate risk-averse strategy (Rusev et al., 2018).
As mentioned above, the reluctance to leave digital traces behind is
particularly pervasive in the field of money management simply because
of the high risks that are involved in this part of the scheme.

However, trafficking offenders are obviously aware that they are vulnerable
to law enforcement as a result of online exposure, and adjust their
tactics accordingly (Konrad et al., 2017). Offenders learn to leverage
technology in creative ways in order to lower the risk of being uncovered
(Stalans & Finn, 2016). For instance, maintaining anonymity or assuming
false identities during the commission of crimes is much easier in
cyberspace than in the real world (Stalans & Finn, 2016). Apart from fake
profiles and the accompanying bogus identities, anonymity can also be
safeguarded with the help of technological solution such as encryption,
VPN’s, proxies or other anonymising features designed to obfuscate
digital trails (Europol, 2017). Another possibility is to boldly hide in plain
sight (Finn & Stalans, 2016). Common countermeasures in this sense are
the use of coded language and cryptic terms, both in advertising and
in-group communication (Yu, 2014; Malby et al., 2015; lbanez & Gazan,
2016). By way of example, certain keywords are reputedly meant to serve
as signals for the purchasers of sex with minors (Latonero et al., 2011).
Alternatively, perpetrators mask the criminal nature of their undertakings
by presenting their activities as legitimate services such as massaging
or dating services (Finn & Stalans, 2016; Di Nicola et al.,, 2017). Online
soliciting can thus be done in a more covert and surreptitious way
(Sanders et al., 2018). A last resort in evading detection is to relocate
all online activity from risky, high-profile venues to more covert and
clandestine platforms (Finn & Stalans, 2016). This suggests that cracking
down on certain sites of activity just drives trafficking activity further
underground (Sanders et al., 2018).

4.3. IMPLICATIONS FOR LAW ENFORCEMENT

In this concluding section, the main points of this chapter will be
recapitulated, with an eye towards drawing our findings about the
financial, operational, and technological dimensions of human trafficking
together. First and foremost, the main rationale behind the adoption and
incorporation of technology in the human trafficking modus operandi is
essentially rooted in financial logic, more specifically the pursuance of a
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more favourable cost-to-benefit ratio (Wall, 2005/2015). The same holds
true for the decision to avoid the internet and its derivatives. In effect,
technology is a double-edged sword, generating heightened efficiency as
well as heightened visibility (Musto & boyd, 2014). In this connection, the
use of new technologies principally affects the logistics of the criminal
operation rather than the core of the trafficking business. Even after the
integration of technological aspects, the bottom-line of any trafficking
enterprise stays very much the same. In other words, only the method
of operation shows contrast, whereas the underlying principles and
vested interests remain practically unchanged (Viano, 2017). As follows,
embracing technology brings about “differences of degree rather than
kind” (Powell & Henry, 2017, p. 246). On this account, the role of digital
communication technologies should be kept in perspective (Mitchell et
al., 2011; Stalans & Finn, 2016).

Furthermore, the image of cyber-mediated trafficking as presented
throughout this chapter does not seem to confirm the almost apocalyptic
claims made with regard to the nexus between trafficking and technology
(Hillman et al., 2014; Kloess et al., 2014; Thakor & boyd, 2013). As far
as a “cyber-lift” is concerned (Wall, 2005/2015), the general trend is
not one of scaling up, setting up ever bigger operations, or exploiting
unseen numbers of victims. In fact, there is no conclusive data as to
whether the adoption of technology increases experiences of exploitation
(Musto & boyd, 2014). Rather than escalating matters, technology has
seemingly added to the diversification of the human trafficking landscape.
When looking at the effect of technology on the structure of trafficking
networks, traditional, hierarchical organisations are expanding their
field of operation to the digital domain apace with smaller and more
flexible criminal networks (Choo & Grabosky, 2014; Broadhurst et al.,
2014). Attitudes toward the online environment nevertheless vary widely
according to the risks that are perceived to be involved in this digitising
exercise (boyd et al, 2011), which is why the level of online exposure
in trafficking operations ranges from no use whatsoever to exclusive
reliance on the internet and virtually everything in between (cf. Rusev
et al., 2018).

On a final note, it should be remarked that technology can be exploited
for all manner of purposes, as is the case with any tool or instrument
(Howell, 2016). In this respect, technological developments have been
framed both “as part of the problem (...) and part of the solution”
(Milivojevic & Segrave, 2017, pp. 29-30). In a sense, the same technologies
that are modifying crime are also modifying police work (Wall, 2017).
As reported by recent studies (see for example Oude Breuil et al,
2018; Raets & Janssens, 2018), law enforcement agencies across different
nations are gradually following suit in adopting new technologies.
However, the issue is not whether law enforcement agencies make
use of technologies, but rather if these responses correctly reflect
the changing threat landscape (Europol, 2017). With this in mind, it is
important to take the complicated and multifaceted nature of human
trafficking into consideration. The crime of trafficking in human beings
inherently touches upon many different dimensions and aspects, which
implies that information about trafficking cases is often fragmented
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(Konrad et al., 2017). Investigating trafficking cases therefore presupposes
an increasing level of sophistication and a wide range of investigative
skills in law enforcement agents (Aiken & Chan, 2015; Mitchell & boyd,
2014; Hillman et al., 2014). In view of this complexity, the mainstreaming
and routinisation of both technological and financial knowledge into
human trafficking investigations is nothing short of imperative (Wall,
2017; Hillman, Hooper, & Choo, 2014; Mitchell, Jones, Finkelhor, &
Wolak, 2011). Conversely, siloing various forms of expertise from one
another comes at the risk of compartmentalising the investigation of
the different arms of the trafficking business that are de facto part of
the same offence (Farley et al., 2013). To conclude, in coming to grips
with the nexus between trafficking and technology, the ultimate aim
should be to deal with the crime of trafficking in persons in a more
constructive way. A nuanced and connected approach (Wall, 2017)
that mirrors the true nature of the connections between technology,
trafficking, and finances is, for this reason, absolutely essential.



5. THE FINANCIAL APPROACH TO TACKLING TRAFFICKING
IN HUMAN BEINGS

Buying plane and train tickets, renting accommodation, moving funds
abroad and reinvesting profits — not only do all these activities make the
crime of trafficking in human beings possible, they also in many cases
leave indelible financial traces. Human trafficking operations commonly
take the form of a business-like logistics chain, and each and every
one of these logistical steps is, to some degree, mirrored in financial
transactions. It is therefore difficult for organised crime groups to carry
out their undertakings without leaving some kind of pecuniary mark,
as both the perpetration of the offence and the enjoyment of its
proceeds can result in a trail of financial breadcrumbs (Wood, 2017).
On this premise, finances are principally at the very front and centre of
trafficking operations. Yet, the financial aspects of human trafficking are,
to all appearances, not central to law enforcement responses. For the
most part, attempts to combat trafficking in human beings stay focused
on the crime of trafficking itself and not on the proceeds (OSCE,
2014). Money is nevertheless often imagined as the be-all and end-all
of serious and organised crime and this includes human trafficking.
In point of fact, the financial approach towards human trafficking is
expressly based on the presumption that human trafficking offenders
are ultimately driven by profit. Without the prospect of profitability,
there is seemingly no warrant for its exercise (Lalam, 2018). Thus, money
is, in more ways than one, a weak spot for trafficking organisations.
Against this background, the question begs to be answered: which role
do financial approaches play in mounting an effective response against
trafficking in persons?

The current chapter reflects on the use of finance-oriented approaches in
dealing with human trafficking. The first section describes the adoption
of financial measures in the anti-trafficking field, depicting in what
ways financial investigations can be leveraged in the context of human
trafficking and subsequently comparing this range of functionalities
with how financial investigations are actually used. Following this is a
section which looks into the effectiveness of the financial approach.
More specifically, the variety of factors which affect the degree to
which monetary measures are successful in stemming human trafficking
activity, as well as some of the implicit assumptions which lie at the
root of financial approaches, will be considered. To conclude this
chapter, a number of good practices with regard to the practical
implementation of financial approaches towards human trafficking rings
are highlighted.
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5.1. THE USE OF FINANCIAL MEASURES IN THE CONTEXT
OF TRAFFICKING IN HUMAN BEINGS

When it comes to targeting human trafficking operations through their
monetary resources, financial investigation is the mainstay of any and
all finance-oriented approaches. Financial investigation as such can be
understood as the “enquiry into the financial affairs related to criminal
conduct” (FATF, 2012, p. 3). As an investigative discipline, financial
investigations basically imply “the collection, analysis and use of financial
information, in its broadest sense, by law enforcement organisations”
(Slot et al, 2015, p. 18). However, it should be noted that financial
investigations make for an exercise than can be carried out by a variety
of different agents, both within and beyond law enforcement. Actors
that typically have a part in this matter are police forces and dedicated
financial intelligence services (Slot et al., 2015), yet agencies such as social
inspection services, administrative bodies and private financial institutions
can also be brought into play (Oude Breuil et al., 2018; Raets & Janssens,
2018). In this context, it is important to recognise the differing levels of
knowledge and expertise in the field of financial investigations (Slot et
al., 2015). Financial investigative attitudes and abilities present themselves
in various forms throughout the law enforcement and judicial system,
starting with an elementary notion of asset-oriented approaches at the
level of local police forces, up to the highly specialist skillset needed to
crack the more complex or puzzling financial elements of a criminal case
(Oude Breuil et al., 2018; Slot et al., 2015).

As follows from the above, financial investigation is to be considered
“first and foremost an investigation method” (Slot et al., 2015, p. 9).
In this sense, financial investigations can be conducted with a wide
variety of inquisitorial purposes in mind. In the first place, looking into
financial trails is a possible avenue for detecting and correctly identifying
incidences of human trafficking (Brown, 2013; Leman & Janssens, 2015).
More than that, financial investigation inherently carries potential in terms
of building cases and providing evidence (Oude Breuil et al., 2018, 2018;
Raets & Janssens, 2018). Financial intelligence complements and supports
more traditional forms of fact-finding, such as the questioning of victims
or other witnesses (Wood, 2017; Wright, 2017). In other words, following
the money can bolster investigations into the underlying offence (Wood,
2017). Direct proceeds, for example, constitute proof of the predicate
criminal activities (Golobinek, 2006). Moreover, financial evidence can
pave the way for an array of additional charges, notably in the sphere of
financial and economic crime (Wright, 2017, Wood, 2017). On a similar
note, prying into suspicious transactions can reveal inordinately luxurious
lifestyles as well as personal connections and cooperative links, thereby
allowing investigators to connect the dots between places, people and
illicit acts (Wood, 2017). Financial investigations may thus be of use in
laying bare the structure of trafficking organisations (Raets & Janssens,
2018). After all, money is what ties these networks together. In this sense,
gaining insight into the financial flows of a trafficking operation may very
well shed a light on the power structure between the different members
of a group (Oude Breuil et al., 2018; Wright, 2017). Furthermore, by
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tracing the financial breadcrumbs, investigators might uncover previously
unknown victims or even co-offenders, including the relatively elusive top-
tiers of the human trafficking business which merely handle the finances
rather than involving themselves in the actual exploitation (OSCE, 2014;
Wright, 2017; Bell, 2001). As a result, along the lines of identifying the
different nodes of a network and determining their respective financial
position, financial inquiries likely aid in revealing the full picture of
trafficking operations (Oude Breuil et al., 2018).

Aside from evidentiary contributions, financial investigations have
significance for the confiscation of illegally obtained profits (Oude Breuil
et al., 2018; Brown, 2013; Wright, 2017). Whereas financial intelligence is
a pre-eminent route to locating criminal assets and ascertaining ownership
(Wood, 2017), financial investigation tools equally hold value with regard
to getting a measure of the amounts involved (Sirseloudi, 2018). In
effect, there are many different ways to assess the proceeds of a human
trafficking ring. The most basic method entails a direct calculation of
the profits of the criminal enterprise (Oude Breuil et al., 2018; Raets &
Janssens, 2018). In cases of sexual exploitation, the overall revenues
are typically equated to a sum of the number of victims, the average
price of sexual services, and the typical number of clients the victims
would receive (Raets & Janssens, 2018; Lalam, 2018). Additionally, the
duration of the criminal undertaking is taken into consideration (Lalam,
2018). Estimating the proceeds of labour exploitation, on the other hand,
is less straightforward. As regards the financial gains from exploiting a
vulnerable workforce, profits largely correspond to the costs the exploiter
avoids having to make (Oude Breuil et al.,, 2018; see also Wright, 2017).
As such, calculating the revenues of labour trafficking operations centres
around quantifying the amount of unpaid wages and salaries as well as
outstanding taxes and social contributions (Raets & Janssens, 2018; Oude
Breuil et al., 2018). Factors such as the duration of the employment,
working hours, and the type of labour can further shape the assessment
figure (Raets & Janssens, 2018). As an alternative to the direct calculation
of criminal proceeds, unlawfully obtained assets can be estimated by
comparing the total sum of funds one has accumulated over a suspicious
period of time with one’s supposed legal income (Raets & Janssens,
2018; Oude Breuil et al., 2018). Funds that cannot be legally accounted
for are thus inferred to be the result of criminal activity (Oude Breuil et
al., 2018). However, reasoning from the foregoing, there is a striking lack
of agreement on how criminal profits should be defined or measured
(Kruisbergen et al., 2016). Additionally, calculations oftentimes rest on
extrapolations and assumptions, thereby widening the scope of possible
disagreement. The question whether to take operating expenses into
account is a typical point of contention in this matter (cf. Oude Breuil
et al, 2018; Raets & Janssens, 2018; Sirseloudi, 2018).

Nevertheless, the concept of financial investigation is routinely miscon-
strued, widely misunderstood and repeatedly misapplied (Slot et al.,
2015; Wood, 2017). That is, despite its merit as a generic method of in-
vestigation, financial investigations are still, in large part, confined to the
realms of financial crime and asset confiscation (Wood, 2017; Slot et al.,
2015; Soudijn, 2014). This rather myopic view on the why and wherefore
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of a financial inquiry is, to some extent, symptomatic of the develop-
ment of a dogmatic asset recovery culture in law enforcement over the
last few years (Slot et al., 2015; Levi, 2015; Lalam, 2018). Against this
background, ‘follow the money’ strategies are all too often elevated to
an end in and of itself as opposed to a means to an end (Wood, 2017).
Not only is the application of financial investigations more often than
not restricted to the purpose of confiscation (Roudaut, 2011; Raets &
Janssens, 2018), financial investigations are also predominantly conducted
based on case-by-case assessments rather than as part of a systematic
response to organised crime or human trafficking (Rusev et al., 2018;
Slot et al.,, 2015; Atkinson et al.,, 2017). Thus, while some progress has
been made in bringing financial approaches out of the unknown and
into the mainstream, financial investigation remains, in many instances,
a peripheral issue, something seen as an add-on to criminal investiga-
tions and not as an integral part of police work (Wood, 2017). In sum,
notwithstanding the increasing awareness of the matter, as it stands, the
instrument of financial investigation is hardly being used to its full poten-
tial (Kruisbergen et al., 2016).

5.2. THE EFFECTIVENESS OF THE FINANCIAL APPROACH
IN DEALING WITH HUMAN TRAFHCKING

Simply put, while on the one hand the appreciation of a financial
approach towards trafficking in human beings seems to be developing in
a positive direction, its actual application, on the other hand, is proving
somewhat problematic (Lalam, 2018). A possible explanation for this
discrepancy might be found in the panoply of challenges practitioners
and policy makers are faced with when translating the idea of asset-
focussed interventions into practice. First off, the implementation of
financial investigations is frequently bogged down by bureaucratic hurdles
and procedural issues (Sirseloudi, 2018; Antonopoulos, 2018). Adding to
that, financial investigations are, by their very nature, notoriously time-
consuming endeavours (Oude Breuil et al., 2018; Antonopoulos, 2018;
Raets & Janssens, 2018). Time is, however, of the essence in tracking the
flow of financial transactions (OSCE, 2014). Moreover, against a backdrop
of severe budgetary constraints on the law enforcement apparatus,
the implementation of financial investigations, as time-devouring and
resource-intensive investigative instruments, might easily come under
pressure (Raets & Janssens, 2018; OSCE, 2014). By the same token, the
professional resources and subject-specific expertise necessary to properly
carry out financial inquiries are not always met with (Rusev et al., 2018;
Oude Breuil et al., 2018). More specifically, criminal investigators are
often ill-equipped to deal with trafficking-related financial intelligence, in
part due to a lack of cross-topic training (OSCE, 2014; Raets & Janssens,
2018). Financial investigators, conversely, are largely unfamiliar with the
particularities of the crime of trafficking in human beings (OSCE, 2014).
In more general terms, the cultivation of finance-oriented approaches
runs against certain occupational and cultural law enforcement practices
(Antonopoulos, 2018). The financial affairs of human traffickers are
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trifling matters to law enforcement bodies, whose principal focus lies
with evidencing criminal conduct and securing trafficking convictions
(Antonopoulos, 2018; Meneses-Falcén et al., 2014). Likewise, in the grand
scheme of organised crime activity, human trafficking offenders are far
from the biggest fish in the pond, making them less of a priority for
financial investigations (Antonopoulos, 2018; Meneses-Falcon et al., 2018;
Nicolae, 2018). The mainstreaming of financial enquiries is further stymied
by the fact that investigative methods relating to money matters still carry
the connotation of a high-wire act — a strenuous and complex task best
left to specialists (Soudijn, 2014). In this respect, unravelling the economics
a trafficking enterprise is popularly considered to be an encumbrance
rather than an effective response to this crime (Slot et al., 2015).

The piecemeal adoption of financial investigative measures is thus, to
some extent, traceable to practical and attitudinal obstacles within law
enforcement. However, financial investigation, as a multi-agency issue,
necessarily transcends the traditional criminal justice system. Close
cooperation between the different actors involved is, from this perspective,
a critical success factor. That being said, inter-agency collaboration and
the exchange of information have, quite predictably, been identified as
major bottlenecks in the proceeding of financial investigations, both with
reference to domestic (FATF-APG, 2018; OSCE, 2014) and transnational
partnerships (Oude Breuil et al., 2018; Raets & Janssens, 2018; Slot et
al., 2015). On the whole, international collaboration in human trafficking
cases knows greatly differing degrees of success and is particularly limited
with respect to the financial component (Raets & Janssens, 2018; Nicolae,
2018; OSCE, 2014). For one thing, the traditional approach of written
requests for mutual legal assistance is widely regarded by practitioners
as a sluggish and cumbersome process (Brown & Gillespie, 2015; Wood,
2017; Slot et al., 2015). At the same time, a principal stumbling block
to cross-border investigations lies in the cooperation with third countries
(Terenghi & Di Nicola, 2018; Slot et al., 2015). While linguistic barriers
and procedural disparities certainly can complicate matters (Oude Breuil
et al.,, 2018; Lalam, 2018; Terenghi & Di Nicola, 2018), a very specific and
serious difficulty arises when the trail of criminal finances leads investigators
to a country with which there is no agreement to cooperate and which
flat-out refuses to share information, or is unable to do so due to a lack
of basic infrastructure (Terenghi & Di Nicola, 2018; Slot et al., 2015).
Stashing illicit funds abroad is, for this reason, close to standard practice
in the field of human trafficking (Lalam, 2018; Brown & Gillespie, 2015).
Generally speaking, in response to the widespread adoption of follow-
the-money approaches, trafficking offenders have recourse to a number
of conceivable counterstrategies (Nicolae, 2018; Raets & Janssens, 2018;
Sittlington & Harvey, 2018). Supplementary to covering one’s monetary
tracks, two rather antithetical modes of money management likely serve
the purpose of frustrating the confiscation process. More specifically,
lower-level offenders typically blow their profits on frivolous pursuits,
whereas higher-ranking criminal entrepreneurs are more inclined to seek
out ways to successfully hide their lucre (Sittlington & Harvey, 2018;
Antonopoulos, 2018). In either case, the same end result is achieved —
there is no more money left to confiscate (Sirseloudi, 2018). On that
account, the level of attrition between the aggregate amount of funds
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eligible for confiscation and the sum of funds actually recovered can
be considered as another sticking point in the use of asset-focussed
interventions (Brown, 2013; Kruisbergen et al., 2016). The problem posed
by attrition is further exacerbated by the nature of the money laundering
schemes most commonly adopted in human trafficking operations, which
are marked by a reliance on high volumes of cash and the comingling
of finances, thereby making it difficult to ferret out criminal funds
(FATF-APG, 2018; Antonopoulos, 2018; Oude Breuil et al., 2018).

Insofar as the actual deployment of financial measures is not quite up to
par, a significant part of the difficulties that trouble financial investigations
of human trafficking appear to be inherent to the crime of trafficking
itself (Lalam, 2018). Above all, the money laundering risk associated with
trafficking in human beings is an area which remains relatively opaque
(FATF-APG, 2018). The fact that the financial aspects of this phenomenon
are far from fully elucidated is, at least in part, attributable to the sheer
complexity of these cases (Raets & Janssens, 2018). For one thing, the
monetary flows tied to trafficking operations may take different forms
throughout the course of the offense. For another, dissimilar modes of
operation bring about dissimilar organisational and financial arrangements.
In this regard, the financial blueprint of a trafficking enterprise can
vary considerably from case to case (FATF-APG, 2018). Intrinsically, the
proceeds from this crime come in equally varying shapes and forms,
ranging from cash payments to the underhand enrichment of corporate
entities, both of which are notoriously difficult to detect (FATF-APG,
2018; Antonopoulos, 2018; Oude Breuil et al., 2018), as pointed out
above. In addition, the at times deep-rooted tie-ups between exploitative
undertakings and legitimate businesses or the legal economy add another
layer of complexity to the question of finances (Antonopoulos, 2018).
Moreover, the investigation of human trafficking offences, including their
financial component, is still heavily reliant on the testimonies of victims
(Meneses-Falcon et al.,, 2018; Lalam, 2018). Victims, however, are most
often rather hesitant and disinclined to cooperate with law enforcement
(Terenghi & Di Nicola, 2018; Meneses-Falcon et al., 2018). Consequently,
regardless of the presence of a well-developed legal framework or the
level of expertise in frontline practitioners, trafficking in human beings
can be a particularly tough nut to crack (Terenghi & Di Nicola, 2018;
Antonopoulos, 2018).

To counterbalance some of the aforementioned issues, a number of
measures have been put in place. Notable headway has been made
on the institutional level, namely through the establishment of cross-
cutting entities that assist the progress of asset-focussed interventions
against human trafficking (Lalam, 2018). Structures that broadly serve the
purpose of promoting international cooperation are the ARO," CARIN,"
EMPACT,? and SIENA?" networks, which enable direct and uncomplicated
contact with investigators in other countries in furtherance of exchanging

8 Asset Recovery Office.
9 Camden Assets Recovery Interagency Network.
20 European Multidisciplinary Platform against Criminal Threats.

21 Secure Information Exchange Network Application.
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operational intelligence and experience (Lalam, 2018; Golobinek, 2006;
Slot et al., 2015). In a similar vein, the added value of the medium
of Joint Investigations Teams lies in the facilitation of collaboration
(Raets & Janssens, 2018). Through the use of JITs, investigative efforts
of different states are drawn together and coordinated so that, in this
manner, investigators are able to see the full picture with regard to the
transnational ambit of a criminal operation (Leman & Janssens, 2015).
On the whole, JITs are reputed to be quite effective once established,
even though the process of getting a JIT up and running can be a fairly
troublesome and thorny issue (Slot et al., 2015).

In spite of these and other opportunities, the implementation of financial
approaches against human trafficking networks remains fraught with
difficulties. lterating this large range of challenges begs the question
whether the pursuit of finance-oriented stratagems really makes for a
worthwhile endeavour in the end. Put differently, to what extent do
the results of asset-minded interventions justify the time, money and
efforts spent toward this purpose? In order to get an impression of
the presumed effectiveness of financial approaches, one needs to look
no further than the logics and rationales that underpin the targeting
of criminal proceeds. The main idea is that by going after the fruits
of criminal activity, both the means and the motivation to commit
future crimes should be truncated (Levi, 2015; Atkinson et al., 2017;
Kilchling, 2014). Seizing illicit earnings discourages crime by reducing
its profitability, thereby removing the prime incentive for and appeal
of offending (Kilchling, 2014; Bell, 2001; Kruisbergen et al., 2016). In
addition, asset-focussed interventions are imagined to take a bite out
of the monetary resources available to criminal entrepreneurs, thus
decreasing the ability of offenders to finance other operations (Atkinson
et al., 2017; Kilchling, 2014; Kruisbergen et al., 2016). Incidentally, stripping
human traffickers of their illegitimate profits also reasserts the principle
that crime should not pay (Kruisbergen et al., 2016). In this regard, the
underlying assumptions as to how follow-the-money approaches would
impinge on organised crime itself centre around two basic mechanisms,
namely the deterrence and disruption of criminal activity (Atkinson et
al., 2017; Kruisbergen et al., 2016). The deterrent effect of confiscation,
however, can be called into doubt (Atkinson et al., 2017). At this point,
it is unclear whether upping the ante in terms of financial risk is actually
deterring offenders and not just strengthening their resolve to avoid
getting caught (Sittlington & Harvey, 2018). Besides, discouraging crime
by denying perpetrators the possibility to enjoy their profits presupposes
a level of rationality that does not necessarily correspond with reality.
Weighing the benefits from criminal activities against the possible costs
is, as a rule, a bounded and error-prone exercise. For example, the
prospect of immediate gains often takes precedence over other concerns
(Sittlington & Harvey, 2018). Social pressures and contextual factors, in
addition to financial considerations, equally weigh on those decisions
(Atkinson et al., 2017). As regards the disruptive impact of depriving
offenders of their proceedings, although confiscation can be rather
upsetting and damaging to one’s bluster and bravado, in many instances
it is not enough to force the individual or their criminal network out of
business (Atkinson et al., 2017; Sittlington & Harvey, 2018). The relatively
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low financial threshold associated with setting up a human trafficking
ring implies that removing monetary resources is not always synonymous
with rendering these criminal organisations inoperable (Raets & Janssens,
2018). Moreover, bearing in mind the significant amount of attrition that
plagues pecuniary measures, recovered assets are a bad indicator of the
wider degree of disruption to criminal activity (Sittlington & Harvey, 2018).
From this perspective, the effectiveness of intercepting criminal revenue
in tackling trafficking in human beings remains uncertain (Atkinson
et al, 2017, Araujo & Belchior, 2012). It seems that success, either in
disheartening or disempowering offenders, is very much dependent
on the target of the intervention (Sittlington & Harvey, 2018). For this
reason, an overly narrow focus on asset confiscation alone might mean
that the outcomes of financial strategies may be found missing the mark
(Slot et al., 2015).

5.3. MAINSTREAMING THE FINANCIAL APPROACH

Summarizing the above, the pattern of results effectuated by financial
approaches does not quite match expectations. Overall, the implementation
of financial strategies is still encountering major obstacles, the main
impediments being an unduly restricted understanding of the purpose
of asset-oriented measures, a lack of prioritisation in terms of financial
backing and other resources as well as a dearth of field-specific expertise
and experience (Slot et al., 2015; OSCE, 2014). That being said, traditional
criminal interventions are not as potent without the accompaniment of
pecuniary steps (Nicolae, 2018). Seeing that many members of human
trafficking networks are often but replaceable cogs in the criminal wheel,
individual prosecution is likely insufficient to accomplish the objectives
of deterrence or disruption (Kilchling, 2014). At the same time, criminal
investigations commonly fall short of implicating organisations in their
entirety, often failing to reach the heads of human trafficking rings. In this
regard, traditional legal proceedings hardly interfere with the ability of
trafficking organisations to carry out their business (Atkinson et al., 2017).
A key recommendation, therefore, is that every criminal investigation
into suspected human trafficking activity should be complemented by
a financial investigation (Oude Breuil et al., 2018; OSCE, 2014). The
instrument of financial investigation generally holds most value when
used as an investigative tool. Its operational worth principally lies in
the building of cases, the developing of intelligence and the securing
of convictions, rather than in the seizing of criminal assets (Slot et al.,
2015). For that matter, financial enquiries are most advantageous when
used in conjunction with other investigative methods (Brown, et al., 2012;
Slot et al., 2015). On the whole, a dual strategy which twins criminal
proceedings with asset-oriented measures should yield a more significant
effect by delivering a double blow to trafficking offenders (Kilchling,
2014; Araujo & Belchior, 2012; Sittlington & Harvey, 2018). In this sense,
the adoption of a financial approach to human trafficking ought to be
embedded in a wider, comprehensive strategy which makes use of other
forms of intervention (Bell, 2001; Atkinson et al.,, 2017). Furthermore,
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financial enquiry bears relevance for all stages of the criminal investigation
(Slot et al., 2015; Atkinson et al., 2017). Financial investigations should
consequently be initiated as soon as practicable, as opposed to being
used as a fall-back or last resort in cases where conventional investigative
methods proved inadequate (Soudijn, 2014; Sittlington & Harvey, 2018;
Wright, 2017).

Accordingly, following the money can be a dependable strategy when
combined with classical methods of fact-finding (Slot et al., 2015; Wood,
2017). Financial approaches, for that reason, deserve serious consideration
in dealing with human trafficking activity. However, as stated above,
strategic plans will remain no more than empty words if they are not
matched with the necessary resources and proper conditions to conduct
financial enquiries (Slot et al., 2015). In other words, for proceeds-
oriented approaches to be successful there needs to be full commitment
both from legislators and frontline practitioners. Once involved, settling
for half-measures is simply ineffectual (Wood, 2017). As human trafficking
operations frequently transcend borders, so too does the need for clear
and unequivocal policy commitment. In view of this, there is a shared
EU responsibility in redressing the balance between member states and
promoting a finance-minded law enforcement culture. In the interest
of longer-term harmonisation, national strategies regarding the financial
investigation of human trafficking and other organised crime activities
should also be implemented in a more consistent and non-conflicting
way across EU member states (Slot et al., 2015).

As a general principle, the exchange of experiences and good practices
between countries throughout the EU is vital in developing a results-
oriented policy. Other initiatives, carrying potentially transferable insights,
can serve as a source of inspiration for improved, and possibly more
effective, solutions. To that end, a number of lessons can be drawn
from the knowledge gained in different European countries through the
real-world application of a financial approach to trafficking in persons.
First of all, a very well-thought-of strategy concerns the Dutch integrated
approach (Oude Breuil et al., 2018). As affirmed by the multidisciplinary
manners of working adopted in other countries (Antonopoulos, 2018;
Raets & Janssens, 2018), inter-agency platforms, spanning public-private
partnerships as well as other inter-sectoral forms of cooperation, can act
as a conduit for the incorporation of a financial perspective into regular
criminal investigations (Slot et al., 2015, OSCE, 2014; FATF-APG, 2018).
Above all else, human trafficking is a multi-faceted crime that bears
upon a diverse range of disciplines and sectors and, in this vein, calls for
joined-up thinking. Inter-agency collaboration and coordination, alongside
information sharing among those partners seeking to address this offence,
can thus be considered as a requisite for the fruitful deployment of
asset-focussed measures (Keatinge & Barry, 2017; Lalam, 2018; FATF-
APG, 2018). Ideally, partnerships are not formed purely on an ad-hoc
or impromptu basis. Rather, in order to maximise the effectiveness of
collaborative efforts, cooperation should be approached in a much
more structured manner. With that end in view, the ]J-CAT model, a
collaborative platform designed with the intention to forge successful
interconnections and alliances across multiple borders and to facilitate the



106

FINANCING OF ORGANISED CRIME: HUMAN TRAFFICKING IN FOCUS

coordination of international cybercrime investigations between different
partners, could prove inspiring (Reitano et al., 2015).

To reiterate one of the points above, human trafficking perforates the
legal economy in a variety of ways (Shelley & Bain, 2015). Over and
above financial strategies, the possibility of uprooting these critical points
of intersection, and in so doing effectively disrupting criminal networks,
brings us to another frontier of the current fight against trafficking in human
beings (Roudaut, 2011). The administrative approach towards organised
crime, which generally hinges on the screening of prospective licensees
and the ability to refuse or withdraw permits when confronted with
mala fide undertakings, seems to be an opportune, alternative strategy
to target the business-side of trafficking operations (Aronowitz et al.,
2010; Bell, 2001). In addition to local administrations and municipalities,
another possible partner in the fight against trafficking finances can
be found in tax authorities. Taxing away illegal profits, also known as
the ‘Al Capone approach’, answers the purpose of intensifying asset
recovery (Kilchling, 2014; Sproat, 2012). In this connection, the ability to
demonstrate the existence of unexplained wealth in cases where it has
not been possible to prove a direct connection with criminal activity
would appear to provide a noteworthy window of opportunity with
regard to the skimming of criminal proceeds (Brown, 2013).

In other aspects, the advancement of both specialist and generalist
training can be considered as an evident good practice within the
framework of financial approaches (FATF-APG, 2018). Essentially, for
financial investigations to be conventionalised, all criminal investigators
should have a basic understanding of financial methods (Slot et al., 2015;
Golobinek, 2006). Conversely, specialist financial knowledge should be
broadened to include the modes of operation in human trafficking rings,
for the clear reason that criminal finances and criminal workings are
inextricably bound up with each other (Atkinson et al., 2017). On top of
training front-line investigators, developing a sense of knowledgeableness
in prosecutors and judges with respect to financial matters is just as
essential in bringing financial investigations into the mainstream. Generally
speaking, the implementation of finance-oriented strategies benefits
from a competency-driven approach to building investigative teams, and
especially from the cultivation of specialised in-house expertise (Slot et
al., 2015). Above and beyond the augmentation of expert knowledge, it
is also desirable to foster a robust financial culture in the criminal justice
system (Lalam, 2018; Soudijn, 2014; Wood, 2017). Consolidating the use
of financial investigation thus requires modifying and expanding current
law enforcement customs and working methods (Slot et al., 2015).

A distinct area of interest is the promotion of proactive financial
investigations (Slot et al., 2015). Financial transactions are, in effect, a
point of vulnerability in the chain of criminal logistics, as certain patterns
of suspicious activity can be recognised (Finance Against Trafficking,
2014; Wood, 2017). As follows, by identifying patterns and establishing
subsequent red flags, one should be able to identify instances of human
trafficking (Shelley & Bain, 2015). To this extent, financial institutions find
themselves in a unique position when it comes to spotting worrying signs
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in transaction activity and disclosing them to law enforcement agencies
(Finance Against Trafficking, 2014). Having the built-in capacity to monitor
transactions as well as the necessary analytic capabilities, financial
institutions hold the means to produce more elaborated evidence, which
could add impetus to trafficking-related prosecutions (van Dijk et al.,
2018). On a related note, the proactive and critical observation of
financial transactions is also relevant with respect to the possibility of
beginning investigations on the suspicion of money laundering, whereby
the offence of money laundering is to be regarded as an anchoring point
for financial and other investigative measures (Antonopoulos, 2018; Slot
et al.,, 2015; Kilchling, 2014). At any rate, in order to make sense of the
conundrum of financial dealings, technological solutions play an important
role in filtering and analysing the vast pool of transaction data (Demetis,
2018; Slot et al., 2015). Moreover, through technological advancements
such as big data approaches, data mining techniques and predictive
analytics, it would be possible to string together transacting behaviour
with lifestyle and criminal behaviour in an effort to uncover trends and
noticeable patterns in trafficking activity (Demetis, 2018). However, the
technological tools currently available to criminal and financial investigators
are usually less sophisticated. As financial crimes are increasingly linked
with innovative ideas and methods, it is nevertheless crucial to keep up
with offenders in terms of technological capabilities (Slot et al., 2015;
see also FATF-APG, 2018). After all, trafficking in human beings is a
notoriously adaptive criminal trade, rendering alertness towards changing
trends vitally important (Keatinge & Barry, 2017).

Lastly, while our understanding of the financial aspects of human
trafficking has certainly been improved, the subject is far from fully
clarified. Even so, profiling the expenses and proceeds associated with
trafficking activity constitutes an important first step in identifying
and tracking the monetary flows from trafficking operations. Further
research into the criminal modus operandi and the financial movements
underlying the predicate crime with a view to expanding the current
level of knowledge is, in other words, indispensable (FATF-APG, 2018).
On these grounds, the issues of criminal financing and the management
of criminal proceeds should become part and parcel of the study and
analysis of the organisation of trafficking in human beings, both with
regard to academia and law enforcement (Levi, 2015). Ultimately, more
than the proverbial lifeblood of criminal organisations, finances make
for an enlightening prism through which to view the crime of human
trafficking (Kopp, 2012).






IMPLICATIONS FOR POLICY

As the current analysis demonstrates, human trafficking — besides being
a heinous crime — is also an important criminal market which generates
substantial profits. The related costs of and profits from human trafficking
vary substantially depending on the form of trafficking (labour or sexual),
the modus operandi of perpetrators, the countries of origin and destination
of victims, as well as the market sector or segment in which the
victims are exploited. The criminal actors involved vary substantially with
regard to the sophistication of their organisation. Generally, the market
is dominated by sole “players,” small-to-medium (often family-based)
organisations, and loosely structured networks, whereas highly organised,
hierarchical groups are rather the exception. The number of victims
under the control of a single trafficker also differs but rarely goes beyond
ten. Indeed, both independent traffickers and those operating as part
of a network often prefer to keep operations relatively circumscribed,
with a view of reducing upkeep costs and avoiding law enforcement
attention.

On the other hand, the current research partly refutes the general
perception that the costs for entering the business are very low. Low
entry costs apply mostly to domestic and intra-Community trafficking in
the EU and in cases where perpetrators control one to three victims.
A typical example are lover-boys exploiting one or two victims in
prostitution, wherein they work either outdoors or in the lower segments
of in-door prostitution and acquire customers online. Costs might be
particularly high with regard to victims that have to cover large distances
to get to the country of exploitation. In such cases, beyond paying
for transportation costs, there are added expenses such as corruption
payments to officials, securing counterfeit or forged documentation, and
sometimes even ransom costs. Despite the fact that these expenses are
usually imposed as a debt onto the victim and, subsequently, are more
or less quickly recovered by the traffickers, the money nevertheless needs
to be advanced by them in order to ensure that victims can reach the
destination. In addition, extra start-up costs can be required, especially
in prostitution markets, if traffickers want to pursue more profitable
locations, which guarantee steady and higher revenue. Notably, criminal
entrepreneurs investing in brothels or other sex venues need to raise
substantial start-up capital, which — depending on the country where
they invest — may require from tens of thousands to several hundred
thousand euros.

The analysis of cost structure for different trafficking actors also reveals
some important insights. Apparently, trafficking for labour exploitation
is less demanding than sexual exploitation in terms of market entry
threshold and operational costs, along with lower risks of detection and
criminal sanctions. Traffickers operating within the EU — such as Bulgarian
and Romanian criminal entrepreneurs and domestic traffickers — have
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the competitive advantage of low transportation costs and absence
of visa and labour restrictions. With regard to trafficking for sexual
exploitation this has an obvious impact on their business models. Thus,
East European traffickers tend to spend money for acquiring access
to more lucrative locations such as red light windows, brothels, and
massage parlours and in the end generate higher profits. Conversely, for
Nigerian, Latin American, and Chinese networks costs for transportation
and obtaining travel and residence documents seem to dominate their
expenses. Therefore, they tend to exploit victims either outdoor or via
online soliciting of clients, which provides for lower operational costs, but
also generate less revenue.

The observed differences in cost structure and cost-benefit ratios are
part of the explanation why East European countries such as Bulgaria
and Romania still remain among the top countries of origin of victims,
despite having much smaller population than Nigeria or China. These
differences also offer insights into the preferred modus operandi of
traffickers in terms of exerting control. As East Europeans enjoy lower
start-up costs and relatively higher revenue, they more often rely on
building business-like relations with sex workers, wherein they would
secure more profitable locations and share part of the revenue with
the victims. The geographical proximity of Western Europe and the free
movement of people practically render controlling routes of migration
obsolete, so East European traffickers rather focus on controlling access
to profitable locations. Conversely, the high transportation costs, entry,
labour, and residence restrictions for third country nationals make control
over routes of migration a primary asset of traffickers from China and
Nigeria. Arguably, this provides a possible explanation why traffickers
from Africa and Asia more often rely on debt bondage and tend to
withhold all or the bulk of the earnings of their victims. The above
arguments are also largely applicable both to cases of trafficking for
sexual and labour exploitation.

Settlement of payments in human trafficking remains largely cash based,
especially in the case of trafficking for sexual exploitation. This is true for
practically all types of transactions in cases related to sexual exploitation —
between customer and sex worker, sex worker and trafficker, between
different participants in trafficking networks, and between traffickers and
any intermediaries. Less frequently, payments might be made in kind to
intermediaries and associates, or customers might pay through credits
cards under the pretext of paying for other services (e.g. massage). Bank
transfers are generally avoided, except for some remittances abroad. In
the case of labour trafficking settlement of payments depends on the
cash-intensity of the sector which the workers are exploited in. But
even in sectors in which bank transfers are the norm, usually workers’
accounts are controlled by traffickers and their wages are immediately
withdrawn in cash.

In terms of the money laundering techniques, the current analysis shows
that these are mostly rudimentary. Most traffickers use the bulk of the
proceeds to sustain a lavish lifestyle and spend profits on luxury goods,
partying, vacations etc. When there is a surplus, it is often invested
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into real estate and expensive vehicles. More sophisticated trafficking
networks, which retain larger portions of the profit also invest in different
cash intensive businesses in home countries, choosing predominantly the
hospitality sector. These businesses can serve to expand the trafficking
by identifying and recruiting new victims, obscuring trafficking operations
behind the ostensible provision of other services, and facilitating the
further laundering of profits. Proceeds are also used to cover the running
costs of the trafficking operation and may sometimes be channelled to
an expansion of the business. A notable recent trend for East European
traffickers are investments for acquiring or long-term renting of adult
clubs and other sex venues in the destination countries. However, the
data indicates that investment into other illicit enterprises is rare.

Traffickers operating abroad tend to transfer all profit surpluses from the
destination to their country of origin. Transportation of cash is a particularly
popular method, carried out either by the traffickers themselves, victims,
associates or money couriers. Money transfer companies are also used,
although the recent trends rather indicate that traffickers resort to them
less often due to the easy traceability of transactions. In order to minimise
risks of detection and hinder any possible investigations, the money is first
broken down into smaller sums and then transferred not by traffickers but
by others, i.e. victims, associates, friends, family or intermediaries. Bank
transfers are generally avoided and in case they are employed, similar
risk minimisation techniques are used. Some traffickers also employ
one or more shell companies to facilitate money laundry. Alternatively,
a trade-based money laundering technique might be used with goods
being purchased in the country of exploitation and subsequently resold
in the country of origin of traffickers. Trafficking networks from Asia
and Africa also widely employ hawala or similar informal value transfer
systems to move their proceeds from the countries where they exploit
the victims to their home countries. In this case money does not cross
borders physically and the transactions are based on established relations
of trust among the participants in the hawala network.

The internet is used in numerous ways to facilitate human trafficking. On
the one hand, recruitment can be carried out online or supplemented
through online communication. In the case of the trafficking for sexual
exploitation, the internet also presents a useful platform for advertising
the services offered by the victims and is actively used by both organised
criminal groups and independent traffickers. In addition, the internet
can present an additional medium of control over victims, whose
communication and agreements with clients can be monitored. On the
other hand, it allows independent traffickers and sex workers to operate
and acquire customers without having to pay for costly work spaces.
Thus, the internet generally represents a cost-effective way to initiate,
facilitate or even sustain a trafficking operation. The downside of the
new technologies is heightened visibility, hence a higher risk of detection
and apprehension by law enforcement authorities, as well as increased
vulnerability to rivals.

The biggest change that new technologies and the internet have brought,
especially in the case of trafficking for sexual exploitation, is that they
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have put sole players and more sophisticated organisations on equal
footing. But the effect is not straightforward. On the one hand, low
market entry costs and easier access to clients via the internet for
selling sex services imminently increase competition and put downward
pressure on prices and revenues of all market actors. On the other, a
more competitive market and the language barrier incline some criminal
operators to adhere to traditional business models which rely on high
turnover locations that guarantee a steady flow of customers.

In terms of investigation, the follow-the-money approach with regard
to crime more generally and trafficking in human beings in particular,
is recognised as essential on the national, EU, and international
levels. Nevertheless, the degree to which financial investigations are
undertaken and their success varies substantially among countries. As
the present analysis demonstrates, significant impediments remain,
which the hinder investigation of THB and related financial flows. Since
payments in trafficking are mostly made in cash, much of money is spent
immediately or transported outside of destination countries in cash. Thus,
the lack of a paper trail can be a significant impediment in ascertaining
and confiscating proceeds. Similarly, while the proactive approach to
investigation of human trafficking should be prioritised, lack of victim
cooperation can still impede investigations. With regard to labour
trafficking there is an added difficulty in distinguishing the offence from
other labour infractions, which often is due to vague or narrow definition
of labour trafficking applied in many national legislative frameworks.
Most often lack of sufficient expertise and necessary tools for analysis of
financial data hinder the investigation of financial flows. Limited capacity
to conduct financial investigations and lack of prioritisation of financial
aspects are also problematic in many of the countries covered in the
current study. Nevertheless, especially for destination countries, various
difficulties in international cooperation are perhaps the main obstacle.
The latter is particularly the case for countries from sub-Saharan Africa
and Asia.

The analysis revealed that many European countries still have many
deficits with regard to financial investigations of trafficking in human
beings. There are some general recommendations that are relevant to all
forms of trafficking regardless of the modus operandi or nationality of
traffickers. Thus the following actions can strengthen the prosecution of
THB and the confiscation of related financial flows:

e Improve capacity to investigate financial flows. Recruiting and training
additional financial investigators is key to supporting the investigation
of financial flows in a number of EU countries. These financial
specialists can be embedded within specialised human trafficking units,
allowing the two investigations streams to run in parallel, to have the
financial expertise in-house as well as to develop specific financial
expertise on proceeds generated by human trafficking. Alternatively,
if financial specialists are part of separate units, a better coordination
with officers working on predicate offences needs to be fostered. In
addition, tools facilitating the analysis of financial data need to be
developed and respective officers trained to work with them.
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* Prioritise financial investigations and undertake them together with
investigations of the predicate offence. Another important step is to
raise awareness and underscore the importance of financial aspects
in investigating the predicate offence, as financial flows allow to
better map and understand the trafficking networks, especially if this
is done at an early stage. Prioritising the financial investigations is
particularly important with regard to trafficking where organised crime
is suspected, as the profits will likely be large enough to make a
parallel investigation worthwhile.

¢ Develop and adopt methodologies for calculation of perpetrator’s
proceeds as part of financial investigations. Calculation of the illicit
proceeds of perpetrators would allow better guiding of asset tracing
and improving the outcome of asset recovery. A good example in
this regard is the Dutch model for financial investigations, where this
approach is widely applied. In this regard victims are particularly
important witnesses, who besides filing claims against their traffickers,
can provide important information about the financial side of the
business. Certainly, while the success of the investigation should
not hinge on victim testimonies, it is important that they (and their
families, if necessary) are afforded sufficient support and protection in
both the destination and countries of origin.

¢ Improve knowledge of labour trafficking and harmonise definitions
adopted across European Union. In order to improve investigation of
human trafficking for labour exploitation, better cooperation is needed
between labour inspectorates and police forces. Furthermore, both
labour inspectors and police officers need to be trained to recognise
red flags and to distinguish the offence from other less serious labour
infractions. There is also a need to harmonise definitions adopted
on the national level in order to streamline police and judicial
cooperation in cross-border investigations.

¢ Improve knowledge on the role of ICT in all forms of human
trafficking. Training should be provided on the modalities of use of
ICT technologies and their role in different trafficking arrangements,
allowing police to monitor more effectively websites, applications, and
other relevant technologies in the investigation of trafficking cases.

The analysis of the financial models of different trafficking actors also
suggests that more targeted approaches are needed in order to be
more effective in tackling perpetrators by raising the costs and risks for
them. Apparently, in the last few years the cost of smuggling of persons
from sub-Saharan Africa has substantially decreased and, as a result,
trafficking of Nigerian citizens is also flourishing. In this regard, measures
to strengthen border and immigration control will likely have a most
significant impact on Nigerian criminal organisations.

The other major issue in countering traffickers from third countries
(African, Asian, Latin American) is international cooperation in police and
judicial matters. Human trafficking is a crime which often involves an
international element, with either victims, traffickers or both coming from
countries other than the destination, where the exploitation takes place.
Thus, strengthening international cooperation can make a big difference.
Currently, cross-border investigations involving third countries often halt
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or fall apart because of issues such as slow procedures, divergence in
applicable regulations (including with regard to asset confiscation) or
because of practical impediments such as translation issues. Developing
and nurturing more durable ties of operational police cooperation with
key third countries of origin will allow for more effective investigation
and prosecution of cross-border THB cases.

A more active use of EU tools such as JITs is largely praised in all countries
studied, as is the support and coordination provided by Eurojust and
Europol, despite the fact that certain issues remain. However, judging
from the business and financial models for intra-community trafficking in
the EU, more significant impact on perpetrators from other EU countries
such as Bulgaria and Romania could be expected if interventions are
focused on the exploitation phase. In this regard, the administrative
approach towards serious and organised crime employed in the
Netherlands and Belgium seems particularly promising. Targeted and well-
coordinated administrative measures implemented by local authorities,
labour inspectorates, and tax authorities can help raise costs and risk for
traffickers and thus narrow down illicit market opportunities.
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FINANCING OF TRAFFICKING IN HUMAN BEINGS

IN BELGIUM

In the early 1990s, a scandalous story about what became known as the
Belgian Billionaire Gang running one of the biggest women trafficking
rings in Western Europe (De Stoop, 1992) roused the nation. The ensuing
public outrage promptly gave rise to a parliamentary committee of inquiry,
set with the task of scrutinising the prevalent criminal policy on trafficking
in persons (BE-E2; BE-E5) (Boels & Ponsaers, 2011). The multidisciplinary
policy direction that to date typifies the Belgian response to the issue of
human trafficking has its origin in the work of this committee of inquiry
(BE-E2). On account of this early awareness of the issue, Belgium has
taken on a pioneering role in dealing with this transgression (Boels &
Ponsaers, 2011).

Following the law of 13 April 1995 on trafficking in human beings (THB),
the legal framework on this type of misconduct has gone through
a number of developments (DSB, 2015, GRETA, 2016). Contrary to
the definition introduced by the UN Palermo Protocol (Efrat, 2016),
the method of operation is not part of the Belgian delineation of
human trafficking. Only the act and intent of exploitation are constituent
elements of the crime, whereas the means of exploitation are considered
as an aggravating factor (CGKRB, 2011). Using a relatively open concept
in preference to an exhaustive list of illicit behaviours, the Belgian
definition of human trafficking hinges on the exploitation itself rather
than on the methods of exploitation (GRETA, 2016). Another point of
divergence is the demarcation of labour exploitation. Labour exploitation
is defined in a much broader sense than the term ”"forced labour,” as
labour exploitation is described in terms of working below the level
of human dignity (GRETA, 2016; Leman & Janssens, 2015). As a matter
of course, the qualification of inhumane circumstances leaves a broad
margin of interpretation (CGKRB, 2011). Consequently, the distinction
between bad employment practices and labour exploitation is at times
far from clear-cut (de Jager, Hassani, & Pennings, 2016). Similarly, seeing
that prostitution offences are generally de facto tolerated, an ambivalent
legal situation is intrinsic to the matter of sexual exploitation as well
(BE-E6; BE-E13).

As mentioned before, Belgium has broken ground in terms of implementing
a multidisciplinary approach towards trafficking in persons (BE-E2; BE-E5)
(OSCE, 2013). As a general rule, sexual exploitation is handled by the
public prosecutor and the police forces. Conversely, the social inspection
services and the labour prosecutor, a specialised branch of the public
prosecution office, cover labour exploitation cases (BE-E2; BE-E3; BE-E11;
BE-E13). As follows, social and labour inspectorates play an important
role in tackling the issue of human trafficking, notably because they carry
far-reaching investigative powers and significant expertise and experience
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in this matter (de Jager et al, 2016, Leman & Janssens, 2015). The
substantial involvement of these actors is indicative of Belgium’s distinct
focus on labour exploitation (BE-E2; BE-E5). Going beyond pure law
enforcement, a noteworthy materialisation of Belgium’s multidisciplinary
approach is the Interdepartmental Coordination Cell embracing all actors
involved in the fight against trafficking in persons, which is entrusted with
the coordination of the policy on human trafficking (DSB, 2015).

Belgium is primarily known as a destination country and, to a lesser
extent, as a transit country for human trafficking operations (Akee et
al., 2014). As a source country, Belgium plays a minimal part (Shelley,
2010), but on the whole is widely regarded as one of the most targeted
countries by human traffickers (Balarezo, 2013; Europol, 2016). Conversely,
Belgium also stands among the countries taking most action against
human trafficking (Walk Free Foundation, 2016).

Trafficking in persons is an issue that has been brought into focus
over twenty years ago, yet our understanding of the subject is far
from complete. One facet that has been largely neglected is the
financial dimension of human trafficking operations. In response to
this knowledge gap, the present research report explores the financial
management of trafficking in human beings in Belgium on the basis of
a literature review, a document analysis of the human trafficking cases
described by the Federal Migration Centre, which functions as the
National Reporter on trafficking in human beings for Belgium, and face-
to-face interviews with both professionals who are well-informed on the
subject of trafficking in persons and perpetrators convicted of trafficking
offences.” As regards the latter method, respondents were selected
with a view to reflecting the diversity of the frontline practitioners,
who are confronted with human trafficking cases on a day-to-day basis.
The interviews were conducted by aid of a standardized interview
protocol and subsequently analysed using computer-assisted qualitative
data analysis software.

MARKET OVERVIEW

Like most forms of organised crime, trafficking in human beings crops
up against a backdrop of envisioned profitability (Petrunov, 2011;
Wheaton et al., 2010). To illustrate this point, the federal judicial police
has estimated that the proceeds of human trafficking in Belgium writ
large amount to nearly a billion euros per year (Delepiére et al., 2013).
In a related manner, sexual exploitation is deeply rooted in the sex
industry, which has an estimated overall value of between €617 and
€688 million (Adriaenssens et al., 2015). Labour exploitation, on the
other hand, is intrinsic to a wide variety of economic sectors. Table 1

' The sources have been coded in order to preserve their anonymity. The first two letters of
the code indicate the country, “E” indicates an expert, while “C” means criminal entrepreneur.
The description of the background of the individual sources referenced can be found in the
list of interviewees in the references section.
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indicates the most prominent sectors uncovered by the social inspection
services in Belgium. Generally, industries that are on the nether side of
the so called “three Ds" touchstone, meaning they involve work that
is dirty, difficult, or dangerous, and industries that are less regulated
are more exposed to labour exploitation (Davies, 2017; Europol, 2017).
The sectors most serviceable for the purpose of exploitation are the
logistics business (e.g. transportation), labour intensive businesses (e.g.
agriculture), and the hospitality, entertainment, services, and retail
sector (e.g. menial work) (Finance Against Trafficking, 2014). Having
said that, labour exploitation is virtually ubiquitous in the licit economy
(ILO, 2014; Kara, 2011). Consequently, labour trafficking manifests itself
in many different ways (Efrat, 2016).

By the same token, a number

TaBLE 1. NUMBER OF INITIAL RECORDED REPORTS OF TRAFFICKING IN HUMAN Of buSineSS sectors are hlghly
BEINGS IN BELGIUM IN 2016 BY ECONOMIC SECTOR — functional for the commis-

sion of human trafficking of-

Csedor Numberofreports | O
the ties between the human

Hospitality/Horeca 9 trafficking business and the le-
e 5 gitimate market are wide-rang-

} ) ing (Bravo, 2008; Parmentier,
serioe sEtions 2 2010). This nexus between the
Retail 5 shadow and legitimate econo-
Domestic help 9 my reflects a general trend of
: : increasing proximity between
Cleaning services 1 organised crime  operations
Wholesale 1 and legal business structures
Other 4 (Savona & Riccardi, 2015; Van
Duyne, 1993, 1993b). As for

Total 32 the purpose of this proximity,
Source: Myria (2017), legitimate ventures 'pro.vide the
means for the fabrication of a

legal fagade (Aronowitz et al.,
2010). By definition, corporate
structures are utilized more in labour trafficking than in sex trafficking
operations? (BE-E1). Tucking away criminal activities within a legal busi-
ness scheme by dint of opaque, non-transparent corporate structures
and empty shell or fictitious companies is a common practice in the
human trafficking industry (BE-E2; BE-E5; BE-E7; BE-E9; BE-E10). As a
consequence, human trafficking operations routinely cut across the
divide between upper world and underground economy, blending the
boundary between legal and illegal ventures (Europol, 2015). As such,
a strict distinction between mala fide and bona fide entrepreneurship
is at variance with the brass tacks of the trafficking business (BE-E5).
In addition to harbouring human trafficking activities, legal business
structures facilitate various aspects of the criminal process, such as
transportation and money laundering (Aronowitz et al., 2010; Finance
Against Trafficking, 2014; Leman & Janssens, 2015).

2 Although there are legal establishments in which sexual and labour exploitation of women

takes place simultaneously.
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As follows, human trafficking operations mostly hide in plain sight or, in
rare instances such as household service, are fully sequestered (Bravo,
2008). The masking of exploitative practices, among other things, renders
detecting and identifying human trafficking cases notoriously difficult
(DSB, 2015; Kleemans & Smit, 2014). Seeing that human trafficking is
a gravely underreported phenomenon (Goodey, 2008; Guia, 2015), any
claims regarding the incidence of trafficking in human beings cannot be
substantiated (Kopp, 2012; Parmentier, 2010; Weitzer, 2014a). Consequently,
the figures presented hereafter are more suggestive of law enforcement
activity than they reflect criminal activity (Kleemans & Smit, 2014; Levi et
al., 2013). As Table 2 reveals, the number of human trafficking offences
identified by Belgian police forces has steadily decreased over the last
few years. About two thirds of these registered infractions relate to
sexual exploitation, whereas labour exploitation makes up roughly one
third of all recorded infringements. The UNODC (2016) has reported
similar findings among registered victims. This is in stark contrast to the
assertion made by Europol (2016) that a striking 90% of organised crime
networks associated with human trafficking activities are involved in
sexual exploitation. Accordingly, estimates regarding the type of human
trafficking that is most prevalent are manifestly conflicting (Weitzer,
2014a). As territory is of very little concern in the human trafficking
business (BE-E4) (Kopp, 2012), the reports on human trafficking cases
do not point to the presence of hotspots, with the exception of certain
forms of prostitution (Levitt & Venkatesh, 2007, Mancuso, 2014). For
instance, window prostitution is limited to certain areas (Adriaenssens et
al., 2015), which can spark a power struggle between competing crime
groups over those vice districts (BE-ET1).

TaBLE 2. NUMBER OF TRAFFICKING IN HUMAN BEINGS INFRACTIONS, ORGANIZED
BY TYPE OF EXPLOITATION IN Beicium, 2012 - 2016

Sexual exploitation
Economic exploitation
Forced begging
Forced criminality
Organ harvesting
Total

Source: Myria (2017).

321 273 166 160 168
44 33 38 33 13
13 14 15 9 1

1 1 1 0 1
845 907 680 669 589

Whereas the number of reported infractions has dwindled, Table 3
shows that the number of convictions is clearly on the rise. In fact,
Belgium has a relatively high number of convictions in comparison
to other countries (DSB, 2015). Consistent with international findings
(Eurostat, 2015; UNODC, 2016), one in five persons convicted of human
trafficking offences in Belgium is a woman. The involvement of women
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in the human trafficking trade is thus comparatively large (Kleemans &
Smit, 2014). The gendered dimension of trafficking in human beings is
particularly pervasive with respect to the victims of exploitation (Cuia,
2015; Hughes, 2014; Shelley, 2010), as illustrated by Table 4. In essence,
the greater part of victims of sexual exploitation are female, whereas
victims of labour exploitation are predominantly male (Eurostat, 2015).
As regards sexual exploitation, the registered victims are scattered across
different age categories. Labour exploitation, on the other hand, seems
to affect an older target group. On the whole, minors appear to be an
exception among registered victims (Eurostat, 2015).

TABLE 3. NUMBER OF CONVICTIONS FOR HUMAN TRAFFICKING OFFENCES
IN BELGIUM, ORGANIZED BY GENDER, 2009 - 2016

Unknown

Female

Source: DSB (2017).

TaBLE 4. NUMBER OF REGISTERED VICTIMS OF HUMAN TRAFFICKING IN BELGIUM,
ORGANIZED BY GENDER, AGE AND TYPE OF EXPLOITATION, 2013 - 2016

 Sexual exploitation  Labour exploitation  Other exploitation  Toal
-----------------
<18 4 1 5 4 0 1 3 2 0 3 6 0 4 5 14 6
-----------------
26-30 7 13

21 13
-----------------

Total 37 86 9 16 138 117 119

9
-----------------

Female 36

Source: Myria (2017).

1

Aside from a distinctive gender profile, human traffickers make for a
diversified group in many other respects (Viukho, 2017). Perpetrators of
human trafficking offences range from the very rich (BE-E2; BE-E8; BE-E10)
down to the very poor (BE-E2; BE-E4; BE-E8). Strictly speaking, those who
know their way around the sex trade (BE-E6) or any other implicated sector
are in the capacity to take advantage of their pre-existing knowledge,



134

FINANCING OF ORGANISED CRIME: HUMAN TRAFFICKING IN FOCUS

TaBLe 5. Top 10 OF THE MOST IMPORTANT NATIONALITIES OF PERSONS
CONVICTED FOR HUMAN TRAFFICKING OFFENCES IN BELGIUM IN 2016 -

contacts, or even resources. A
case in point is the involvement
of business operators with a

Belgium

Romania

Albania

Bulgaria

France

The Netherlands
China

Portugal

United Kingdom
Other

Total

Source: Myria (2017).

Unknown/unregistered

military, state security, or law

human trafficking operations
37 (BE-E13)  (Leman & Janssens,
2015; Shelley, 2010). Moving
individuals from point A to point
B in order to exploit them at
their journey’s end is the sum
and substance of any human
trafficking operation (Efrat, 2016;
Kleemans & Smit, 2014). As a
result, the human trafficking
business relies on people who
are capable of bridging the
gap between a certain country
of origin and the country of
destination (BE-E13) (Kleemans,
2012). In essence, members of
certain diaspora communities
are in a position to capitalize on
their transnational connections
by means of human trafficking

=\
LW U1 O O 0 o oo —

N
o)

125

schemes (Arhin, 2016; Shelley,
2010). Nationality is thus an important connecting thread in the
phenomenon of trafficking in human beings. In this respect, Table 5 reveals
a variegated picture of perpetrators of human trafficking. EU-nationals,
by and large, make up the greater part of human trafficking offenders
(Europol, 2016; Eurostat, 2015; Savona & Riccardi, 2015; UNODC, 2016;
Walk Free Foundation, 2016). In addition, the main organised crime groups
implicated in human trafficking activities are east European, Nigerian
and Chinese networks (Europol, 2016; OSCE, 2013; Savona & Riccardi,
2015). In sum, human traffickers are part of a remarkably heterogeneous
whole (Aronowitz, 2009; Feingold, 2005). Attempting to delineate a profile
would therefore negate the vast diversity of human trafficking operations
(Weitzer, 2014a).

2. MARKET STRUCTURE AND SOCIAL ORGANISATION
OF TRAFFICKING NETWORKS

Much like the profile of human traffickers, the level of organisation
in human trafficking operations varies widely (Aronowitz, 2001).
Human trafficking rings are largely part of a continuum ranging from
single perpetrators over loose, self-supporting networks to complex,
multinational conglomerates (Aronowitz et al., 2010; Campana, 2015;
Kleemans & Smit, 2014). As the logistics for trafficking in persons
are fairly straightforward, there is no need for the instalment of a
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colossal organised crime syndicate (BE-E15) (Bruinsma & Bernasco,
2004; Tripp & McMahon-Howard, 2016). Alternatively, groups formed
on an ad hoc basis (BE-E4) (Kopp, 2012), networks built on familial or
clan ties (Europol, 2015; OSCE, 2013) (BE-C2; BE-C3) or even one-man
operations (BE-C1) seem to get the job done without the encumbrance
of a monolithic corporate structure. In essence, human trafficking
operations are generally more organised in terms of their activities
than they are organised in terms of structure (Leman & Janssens, 2008;
Tripp & McMahon-Howard, 2016). Human trafficking operations can thus
be surprisingly disorganised (Feingold, 2005). At any rate, less organised
does not necessarily mean less serious (BE-E2; BE-E9; BE-E10). On the
whole, human trafficking operations tend to be rather small scale. That
is, exponentially increasing the volume of trafficked persons poses the
network for the organisational challenge of effectively monitoring this
mass of people. Consequently, economies of scale are practically non-
existent in the human trafficking business (Campana, 2015). Moreover,
it is in the interest of criminal entrepreneurs to curb the number
of associates who have compromising knowledge of the criminal
undertaking as to keep the lid on the whole trafficking operation
(Schloenhardt, 1999; Van Duyne et al., 2007). Not only are trafficking
networks typically limited in size (Bruinsma & Bernasco, 2004; Kopp,
2012), these organisations are further marked by their flexible structure
(Aronowitz, 2001; Europol, 2016). The decentralized business structure
of human trafficking groups reminds one, perhaps unsurprisingly, of the
loosely tied business structure of human smuggling rings (BE-E5) (Europol,
2016). This high degree of decentralization and flexibility allows for
the continuous optimisation of their business model (BE-E13). By their
very nature, human trafficking networks are learning organisations, able
and willing to adapt their business to ever-changing circumstances
(Aronowitz et al., 2010; Leman & Janssens, 2008). Those who fail to do
so are inevitably headed for failure.

As mentioned before, the arrangement of relations between the different
nodes of a human trafficking operation favours functionality over unduly
complicated forms of organisation. Depending on the nationality and
size of the group, some networks bear great resemblance to a pyramidal
organisation structure (BE-E4; BE-E5). Human trafficking operations
often incorporate a rudimental form of hierarchy, which is essentially a
crystallization of any present division of roles (Aronowitz, 2001). Central to
the human trafficking business structure is the creation of an intermediate
level between the organizers and the victims of exploitation (BE-E10)
(Leman & Janssens, 2015). In larger, multinational organisations, this
principle takes the form of a management unit and smaller, specialised
subunits (Aronowitz et al, 2010). Notwithstanding the wide variety of
human trafficking operations and the wide variety of actors involved
(Vermeulen et al., 2010), a number of roles seem to be inherent to
the trafficking trade. At the top are the organisers or coordinators, who
function as the brain of the human trafficking operation (BE-E4; BE-E5;
BE-E10; BE-E12). Organizers are assisted by their right-hand men, also
known as lieutenants (BE-E4) (Leman & Janssens, 2015). Business operators
(Wheaton et al., 2010) tasked with the day-to-day management of human
trafficking activities can fulfil a variety of functions, including the roles of
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recruiter (BE-E7; BE-E10; BE-E11), transporter (BE-E6; BE-E7), and enforcer
or supervisor (BE-E12; BE-E13). Women often play a special part in
human trafficking schemes. One notable example is the role of dame de
compagnie or big sister companion (BE-E1; BE-E5; BE-E7), who serves as
an intermediary between the victim and the exploiter (Leman & Janssens,
2015). Supplementary to the roles fulfilled by the core group, certain tasks
that require specific knowledge or skills can be outsourced to service
providers or facilitators (Leman & Janssens, 2008; Soudijn, 2014; Tijhuis,
2006). Notable examples are accountants (BE-ET1; BE-E3; BE-E5; BE-E11),
employment agencies (BE-E1; BE-E13) (BE-C2), and professional money
launderers (BE-E3; BE-E5).

As regards the workings of human trafficking operations, trafficking in
persons unfolds itself as a cycle of actions rather than a single offence
(Guia, 2015). The process of human trafficking spans the consecutive
phases of recruitment, transportation, and exploitation (Aronowitz et al.,
2010; Salt & Stein, 1997). Before anything else, one needs to find people
that are going to fuel the trafficking business (BE-E10; BE-10). To this end,
a prospective workforce is round up, in most cases through traditional
forms of recruitment (BE-E10) such as classified ads or word-of-mouth
marketing (BE-E4; BE-E11; BE-E13). Recruitment almost always involves
a certain level of deceit (Shelley, 2010). Most are recruited under false
pretences (BE-E6; BE-E9; BE-E11), but in exceptional cases the victims
are forced from the very beginning to go to Western Europe (BE-E6).
For the recruitment to succeed, the recruiter should be someone who
seems to inspire trust, possibly an acquaintance of the victim (Korsell
et al., 2011; Shelley, 2010). Occasionally, the recruitment process can
run in two directions, seeing that individuals who “view (...) prostitution
as a logical option compared to other work alternatives” (Garcia, 2016,
p. 149) at times deliberately look for intermediaries or souteneurs in
the interest of easing their debut into the sex trade (BE-C1). Once a
person is won over by hook or by crook, the victim is transferred to
the country of destination by any means conceivable (Shelley, 2010).
Planes, trains, buses and cars are all recurrent forms of transportation
(BE-E1; BE-E9; BE-E11). If possible, legal documents are used as not
to arouse suspicion (BE-E1) (Kleemans & Smit, 2014). Intercontinental
trafficking, on the contrary, often calls for smuggling practices (BE-E7;
BE-E9). After arrival, the actual exploitation can take place. Victims are
usually accommodated in small houses or flats (BE-E11), more often
than not in substandard living conditions (BE-ET;, BE-E9; BE-E10; BE-E13).
Imposing some form of control and forcing victims into a position of
utter dependency is central to the practice of exploitation (BE-E2; BE-E11;
BE-E13). To this end, human traffickers frequently make use of the system
of debt bondage. In essence, victims are coerced to repay large sums of
money for their transportation, accommodation, and so on (BE-E5; BE-E7;
BE-E9; BE-E11). After a while, the cycle repeats itself with new victims
(BE-E1; BE-E11). Previous victims either get out, move up the criminal
ladder or become an object of barter between the initial group and
other trafficking networks (BE-E1; BE-E6). Human trafficking operations
are principally characterised by rotation, dislocation, and a high rate
of victim replacement (Europol, 2016, Kleemans & Smit, 2014). More
sophisticated, transnational organisations are able to set up carousel
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structures, which allow them to transfer victims from country to country
(BE-E5; BE-E6; BE-E7).

For the most part, the archetypal equation of human trafficking with
coerced prostitution or forced labour is somewhat misguided. At
present, downright coercion seems to be the exception rather than the
rule in trafficking operations (Federaal Migratiecentrum, 2014; Garcia,
2016; Guia, 2015). As it happens, keeping a crowd of resentful victims
under one’s thumb is nothing short of a logistical nightmare (Zhang,
2011). Conversely, by offering victims a win-win situation in the spirit
of professionalisation (BE-E3; BE-E5; BE-E6) (Leman & Janssens, 2015),
perpetrators avoid the major level of commitment intrinsic to extracting
forced services. Lastly, the abuse of traditional cultural practices at one’s
discretion is central to many international trafficking rings, notably in
Albanian, Romanian, Nigerian, Chinese or even Indian circles (BE-E5;
BE-E12) (Leman & Janssens, 2015).

Over and above this general method of operating, there are countless ways
of carrying out human trafficking activities (OSCE, 2013). In the matter
of sexual exploitation, two specific modi operandi are highlighted. First
off, Nigerian networks are specialised in criminal exchange programmes
or carousel setups (BE-E5) (Federaal Migratiecentrum, 2014). Nigerian
human trafficking operations are by definition intercontinental. Victims
are smuggled via the Libya route to Italy, where they are picked up and
brought to Western Europe (BE-E5; BE-E6; BE-E7). The debt incurred by
this journey can be as much as €60,000 per trafficked victim (BE-E5). In
conjunction with debt bondage, victims are controlled through voodoo
rituals and violence (BE-E5; BE-E7; BE-E12). Some victims manage to
move up the ranks and assume the position of “madam” (BE-E5; BE-E7)
(Europol, 2016). In this way, the system of exploitation preserves itself
(BE-E7) (Federaal Migratiecentrum, 2014). The lover-boy method, on the
other hand, revolves around emotional manipulation and the perversion
of social relationships (Kleemans, 2012; OSCE, 2013). Lover-boys prey on
vulnerable girls or women (BE-E5; BE-E12). In the case of respondent
BE-C3, for example, teenage runaways from juvenile institutions were
deliberately targeted (Myria, 2016). By means of an intense grooming
process, the perpetrators isolate their victims, bind them to themselves
and subsequently pressure them into doing sex work (BE-E12) (Federaal
Migratiecentrum, 2014; OSCE, 2013). As regards labour trafficking, the
workings of economic exploitation are quite diverse. The whole idea
of labour trafficking is to keep labour costs at a minimum with a view
to maximising profits (Kara, 2011; Wheaton et al., 2010). The posting of
workers from low-wage in high-wage countries lends itself well to that
purpose (Delepiere et al., 2013), as it enables the entrepreneur to employ
workers in the country of destination under the conditions of the country
of origin (BE-E1; BE-E9). These types of secondment schemes or social
dumping practices (BE-E9; BE-E10) are frequently accompanied by bogus
self-employment ploys (BE-E2; BE-E5; BE-E7; BE-E9; BE-E13). By falsely
declaring workers as self-employed, the enterprise is no longer bound by
regular terms of employment (CGKRB, 2011) and, in turn, manages to evade
certain social security contributions (BE-E2). Additionally, subcontracting
arrangements, sometimes in the form of elaborate subcontracting cascades,
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can be put into place as a way to distance the organiser from the actual
exploitation (Delepiere et al., 2013). Moreover, operating from within the
framework of a legitimate corporate structure provides opportunities for
coating exploitative practices with a veneer of legality (Leman & Janssens,
2015). In order to sustain this pretence of legitimacy, entrepreneurs can
for instance declare a minimal amount of work hours (BE-E4). In the
same vein, victims of sexual exploitation working in bars or windows
are sometimes registered under horeca contracts for tax purposes, yet
worked hours and earnings are routinely under-declared (Boels, 2015;
Weitzer, 2014b; Weitzer & Boels, 2015). Another avenue is to simply take
advantage of legislative loopholes (BE-E5). On this point, perpetrators use
the ambiguity of the legal framework on human trafficking for their own
ends by deliberately framing the work of their victims in such a way that
is possible to denounce the charge of human trafficking (Europol, 2017
Leman & Janssens, 2015). In this context, human trafficking for labour
exploitation has more to do with structural labour market vulnerabilities
than it bears upon the “aberrant criminal actions of deviant traffickers”
(Davies, 2017; Shamir, 2012, p. 112).

That being said, trafficking in human beings often coincides with plenty
of other transgressions. Depending on the modus operandi concerned,
human trafficking operations regularly draw on a string of ancillary or
instrumental offences (Vermeulen et al., 2010). Evidently, human trafficking
and human smuggling activities can be very much interconnected
(Kleemans & Smit, 2014). In order to move victims to where they are
needed, some networks resort to the ticket of document forgery (Europol,
2017) or corruption (BE-E5). One illustrative example is an elaborate
human trafficking case involving Thai massage parlours. With the help of
an employee of the Thai embassy in Brussels, the criminal organisation
managed to obtain residence permits for all the girls. The staff member
concerned charged no less than €6,000 per person for her services.
As for the transportation of Thai girls, airport staff was bribed into
turning a blind eye to their false documents (CGKRB, 2012). Parallel to
transferring victims, the accommodation of victims quite often backslides
to rack-renting practices (BE-E4; BE-E8; BE-E9; BE-E10). The extent to
which organisations engage in criminal activities that do not add to the
commission of the human trafficking offence, on the other hand, widely
differs from profile to profile (BE-E5). In respect to other organised
criminal activities, trafficking in human beings is often associated with
drug trafficking (Dank et al., 2014). However, a connection to the drug
trade can also be contributory to the commission of human trafficking,
as drugging victims of sexual exploitation is a tried and tested method
of inducing compliance (BE-E7; BE-E11) (Boels, 2015; Leman & Janssens,
2015). In other instances, human trafficking is linked to other criminal
activities by the use of victims in other criminal activities (Europol,
2015), such as the case of Vietnamese labourers working on cannabis
plantations (BE-E11). To all appearances, human trafficking operations
verge on specialisation, as the perpetrators generally do not expand
their criminal portfolio beyond their core business (BE-E1; BE-E10; BE-E13).
Holding the reins over a human trafficking business is a time-consuming
engagement that leaves little room for diversion. Moreover, having the
means and opportunities to set up a human trafficking ring does not



FINANCING OF TRAFFICKING IN HUMAN BEINGS IN BELGIUM 139

necessarily mean that one also has access to alternative illicit trades
(Kleemans, 2012).

It follows that interfaces between trafficking in human beings and other
empirical manifestations of organised crime are far from systematic
(BE-E1; BE-E12). To be accurate, some interconnections have in fact
been uncovered, as in mutual connections between organised human
trafficking rings (BE-E1; BE-E7; BE-E11), links with human smuggling rings
(BE-E4) or links with the Chinese Triads (BE-E3) (Federaal Migratiecen-
trum, 2014) and motorcycle gangs (BE-E11) (Myria, 2017). Most of these
relationships are based on either kinship and friendship (BE-E1) or on
the principle of reciprocity (Tijhuis, 2006). The system of compensation
between drug trafficking and human trafficking networks to launder
money is a remarkable example of this type of symbiotic collusion (see
section 3.4).

3. FINANCING AND FINANCIAL MANAGEMENT

3.1. Source of capital for initiating/sustaining
criminal operations

Much like the aforementioned cross-criminal collaborations, trafficking in
human beings is firmly rooted in blatant opportunism. On the whole,
the initial investments put into setting up human trafficking activities are
minimal. As a matter of fact, criminal entrepreneurs deliberately search
for ways to start up their business with as little capital as possible (BE-E3).
In actuality, very little is needed to set up a human trafficking business,
though this can depend on the particular method of operation. Concerning
the business model of lover-boys, no launch capital whatsoever is needed
(BE-E5). In entering the human trafficking business, having the necessary
knowledge and the right connections takes precedence over sitting on a
sizable reserve of money (BE-E4; BE-E6; BE-C3).

As law enforcement agencies rarely trouble themselves over the question
of start-up capital (BE-E5; BE-E7; BE-E13), not much is known about
the source of financing. In view of the fact that one can get a human
trafficking operation off the ground with limited funds, own resources
are a major source of financing (BE-E10). A case in point are former
victims, who use the little money they have earned to set up their
own business (BE-E4). Additionally, human trafficking operations can be
funded by pooling resources together (BE-E3; BE-E4) or by turning to
relatives (BE-E3). To illustrate, respondent BE-C2 claimed that €5,000
was all it took to establish his car wash venture, a sum which he easily
secured by taking out a business loan.

By the same token, keeping a human trafficking business up and
running in the face of critical moments is more of a challenge than
launching said operation. Pivotal moments, such as apprehension by
law enforcement authorities, put the offenders in what is essentially
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a sink-or-swim situation. One way of dealing with this adversity is by
maintaining control over victims in one way or another, even from
behind bars (BE-E6; BE-E12). Victims who willingly bear the litigation
expenses of their alleged exploiters are a grim example of this type
of boundless manipulation (BE-E12). Related to this survival strategy,
respondent BE-C2’s family members willingly stepped in to take care of
business while he served his prison sentence, thus ensuring the continuity
of his undertaking. Yet, in preference to responding to crises, criminal
entrepreneurs principally act in advance of law enforcement interventions.
To this end, human traffickers have a whole range of counterstrategies
at their disposal. If push comes to shove, human trafficking operations
are quite easily uprooted and relocated elsewhere (BE-E1; BE-E5; BE-E6;
BE-E7). In lieu of dislodging their entire operation, human trafficking
organisations usually opt for moving their criminal assets as far as
possible from the spot where the exploitation takes place (FATF &
MENAFATF, 2015; Federaal Migratiecentrum, 2014; Kopp, 2012). In order
to mitigate the risk of losing everything, criminal proceeds should be
translocated as soon as possible (BE-E4; BE-E5). Considering the deep-
seated familial and international dimension of human trafficking, it is
not uncommon to hide one’s revenues with relatives (BE-E1; Dank et
al., 2014), both in the country of origin and in third countries (BE-E5).
Spreading the risk of confiscation (Aronowitz et al., 2010), for instance
through various investments abroad (BE-E10), also occurs. In addition
to hauling the proceeds a long way from their illicit origins, corporate
structures embroiled in human trafficking activities have recourse to
bankruptcy abuse and fraud (BE-E10) (Leman & Janssens, 2015). In this
sense, implicated companies are suddenly insolvent on the occasion of
a conviction (BE-E5; BE-E7). Furthermore, criminal entrepreneurs often
go to great lengths to avoid leaving incriminating trails (BE-E5; BE-E13;
Aronowitz et al., 2010), to which end various strategies are suitable.
Straw men schemes (BE-E5), using the internet to sidestep wiretapping or
even adopting nicknames (BE-E9) all answer this purpose.

On account of the fact that hardly any start-up capital is needed,
it follows that human trafficking operations do rebound after critical
episodes (BE-E4; BE-E12). However, this low market entry threshold
also means that competitors eager to fill the market void are abundant
(BE-E1; Leman & Janssens, 2015). In case of such a criminal coup d*état,
the complete lack of territoriality in the human trafficking business
means that the opportunities to reinstate one’s business elsewhere
are abundant (BE-E4). Whereas some organisations inevitably crumble,
others manage to pull through. Consequently, the latter category
is in a position to learn from its mistakes and adapt accordingly
(BE-E5). Moreover, because of the rather modest initial investment,
stripping a human trafficking networks of its assets is not enough to
permanently incapacitate the operation (BE-E4). On the contrary, a
convicted human trafficker is still endowed with relevant experience
and the right connections. A loss of reserves or revenue might not
leave one much choice but to simply take up where one previously
left off (Naylor, 1999).
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3.2. Settlement of payments

Aside from the occasional moment of crisis, human trafficking organisations
have to deal with the everyday issue of working out a payment system.
As concerns sexual exploitation, the sex trade is conventionally a cash-
up-front business (BE-E1; Europol Financial Intelligence Group, 2015;
Finance Against Trafficking, 2014; Korsell et al., 2011). Besides cash
transactions, only a few venues accept credit card payments (BE-ET;
BE-E13). Most often, the client pays to an intermediary who is present
at the spot (Petrunov, 2011), such as a “big sister” companion (BE-E5;
Leman & Janssens, 2015) or the local manager of the venue. Alternatively,
the customer pays directly to the victim (BE-E1; BE-E7), who either
immediately hands over the payment to the intermediary (BE-E11) or,
more infrequently, compliantly brings the earnings to the exploiters
(BE-E1; BE-E6; BE-E12; BE-E13). These types of settlements permit the
criminal organisation to sever the cash flow from their commodity, in
this case trafficked human beings (Kopp, 2012). As a matter of course,
the organiser of the human trafficking operation sees to the redistribution
of the takings among the different ranks of the organisation (BE-E11).
Ordinarily, this allotment involves a fifty-fifty arrangement between the
victim and the exploiter. However, one should bear in mind that all
expenses are subtracted from the victim’s share (BE-E1; BE-E11; Leman &
Janssens, 2015).

As for labour exploitation, a different pattern emerges. As a rule, the
customer pays the employer for the work that has been done. The
method of payment is largely subject to the sector of operation (BE-ET;
BE-E4; BE-ET1). Bank transfers are a common payment system in a number
of businesses, whereas other undertakings such as carwashes are primarily
cash-based. Wire transfers are usually quickly followed by a withdrawal
in cash (BE-E4; Delepiere et al., 2013). The employer gives money to the
intermediary, who in turn pays the workers (BE-E1). For the most part,
workers are paid in cash (BE-E3; BE-E4; BE-E12; Delepiere et al., 2013).
Again, all incurred expenses are deducted from the victims” wages (BE-E11).
In essence, the exploiter receives the payments and subsequently handles
the apportionment of the organisation’s revenues (BE-E11).

Incidentally, control is of critical importance in ensuring payments from
victims (BE-E5; BE-E13; Campana, 2015). Moreover, it is in the interest
of the exploiter to have a clear picture of the earnings of his or her
victims (BE-E13). To that end, the ways and means to keep a tight rein
on trafficked victims are virtually limitless. As a matter of usual practice,
victims are forced into a position of financial dependence (BE-E11).
The system of debt bondage, as pointed out before, compels people
to work off their debt burden (BE-E1; BE-E5; BE-E12). Accumulating
wage arrears or withholding money further (BE-E2) binds the victim
to the trafficking network, for fear of suffering the loss of these due
payments. Likewise, exploiters sometimes hold on to the victims" first
earnings as a sort of security deposit (BE-ET1). In distinction to keeping
back victims’ payments, some human trafficking operations implement
a crude penalty system, basically imposing a fine on all types of minor
transgressions (BE-E1; BE-E10). Another aspect of control is restricting
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and supervising every movement of trafficking victims. Isolating or even
sequestrating workers principally corresponds to this need (BE-E1; BE-E7;
BE-E9; BE-E11). Under other conditions, human trafficking networks make
use of technological developments such as cameras (BE-E1; BE-E13),
mobile phones (BE-E5; BE-E6; BE-E7) or tachographs in lorries (BE-E10)
in conjunction with "low-tech” surveillance in the form of on-the-spot
supervisors (BE-E13). By taking away identity papers (BE-E6; BE-E11) or
abusing the person’s illegal status (BE-E4; BE-E10; BE-E12) exploiters
effectively limit their victim’s freedom of movement to the confines of
the human trafficking operation.

In the case of a sham marriage (BE-E1) or domestic servitude, one’s
mobility rarely extends beyond the front door. Alongside physical
restraints, psychological terror is a favoured method of control. In this
respect, branding victims by means of tattoos (BE-E1; BE-E6) or outright
mutilation (BE-E9) conveys an unequivocal message. On the subject of
instilling fear, violence or threats thereof towards both the victim and his
or her relatives are ever-present (BE-E1;, BE-E7; BE-E9). Or rather, violence
is not as common as more subtle means of control such as extortion, as
the use of violence implies less profit and harsher punishment (Englund
et al., 2008; Leman & Janssens, 2008; Vermeulen et al., 2007).

3.3. Costs of doing business

By its very nature, trafficking in human beings is a cost-saving exercise
(BE-E3; BE-E4; BE-E5). From a business point of view, human trafficking
makes for a relatively inexpensive undertaking considering that a trafficked
individual is a remarkably low-cost “"commodity” (Europol, 2015; Wheaton
et al, 2010).. As one would expect, the operating costs of a human
trafficking organisation vary widely according to the network’s method
of operation (BE-E5). Ultimately, exploiters recoup any costs or expenses
incurred during the operation directly from their victims (BE-E4; BE-E9;
BE-E10; BE-ET1).

Each stage in the process of human trafficking entails different costs.
Before anything else, exploitation requires people. Getting a hold of
those people mainly involves advertisement costs (BE-E1; Portnoff et
al., 2017). Accordingly, the costs of recruitment are in effect next to
nothing (Leman & Janssens, 2008). After ensnaring one or several victims,
the prospective labour force needs to be transferred to their country
of destination. Evidently, the cost of transportation is commensurate
with the distance that is covered by the operation. As far as trafficking
within Europe is concerned, transportation costs generally consist of
plane, train, or bus fees (BE-E1; BE-E11) or, as an alternative, the price
of a second-hand car or mini-van and fuel (BE-ET), as well as obtaining
travel documents, whether counterfeit or not (BE-E3; BE-E13). So, in
spite of appearance, transporting victims is generally a minimal cost of
doing business (Kara, 2011). On the contrary, the expenditure item of
transportation is conveniently turned into a source of profit. By way of
illustration, a trip from Eastern Europe usually costs about €40 or roughly
the price of low-budget flight (BE-E1; BE-ET11). Victims, on the other
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hand, are ordered to repay the traffickers upwards of €800 for their
travel expenses (BE-E11). The same goes for human trafficking operations
involving long-distance smuggling. Trafficked individuals incur a debt of
€15,000, €30,000, or even €60,000 (Federaal Migratiecentrum, 2014),
a sum that is eagerly inflated in light of perceived risks of traversing
borders but is in no way proportional to the real costs of transportation
(BE-E5; BE-E9; BE-ET11). Hence, the system of debt bondage or coerced
indebtedness is a patently overblown contract (Kara, 2011).

Next, as concerns the accommodation of victims, networks frequently
pay around €800 in monthly rent for a small house or apartment (BE-ET;
BE-E11). In order to secure a lease agreement, human traffickers often
turn to their web of contacts (Korsell et al., 2011). In preference to
paying rent, in exceptional cases the cost of accommodation is avoided
altogether by housing labourers in their respective workplace (BE-E10;
BE-E16). Contrarily, accommodation is a cost item that is increasingly
remodelled into a money-spinning scheme through the practice of rack-
renting (BE-E10). If the monthly rent is €800, the exploiter simply
harbours five to ten victims in the same place and charges each of them
a fee of roughly €250 (BE-E11).

Furthermore, exploitation necessitates a certain infrastructure, such
as a workplace, working clothes and all kinds of implements (BE-C2;
BE-E1; BE-E13; Adriaenssens et al., 2015). Setting up basic organisational
structures can be a substantial investment. It would, therefore, be
worthwhile to look into such cases from a money laundering angle.
On the other hand, if the infrastructure is pre-existent to the human
trafficking activities, as is often the case with labour exploitation (BE-
E4), then no investment whatsoever is required. In addition to the
infrastructure of trafficking in human beings, criminal organisations
are confronted with a number of operating expenses. These costs
are primarily connected to the everyday management of a trafficking
venture. Mobile communication and internet access are, of course,
rather unexceptional business expenses (BE-E1; BE-E7). A more atypical
cost item is the repatriation of criminal assets (Soudijn & Reuter, 2016),
as for instance money transfer services charge a ten percent commission
on transactions (BE-E13) (Brenig et al., 2015).

Other costs related to exploitation include the rent for windows, which
is specific to red light districts® (BE-E1; BE-E5) (Adriaenssens et al.,
2015). Window fees normally fluctuate between €100 and €200 per
shift (Adriaenssens et al., 2015; Boels, 2016), though there are large
regional differences (BE-E6; BE-E12; BE-E13). Advertising sexual services
on-line is typically free of charge. Bumping these ads in order to draw
in more customers, on the other hand, requires payment, for instance
via text message (BE-E6) (Portnoff et al., 2017). As for wage costs, since

3 While on the subject of renting windows for sex work, the means of gaining access to these

venues, incidental to the involvement of third parties in window prostitution, vary from place
to place. As Weitzer and Boels (2015, p. 252) note: “In Antwerp, the sex workers rent window
space directly from a building owner. In Brussels, madams rent a window unit from the building
owner and supervise the prostitutes who work for them. In Ghent, prostitution café managers/
barkeepers rent space from the building owner, and sex workers typically enter into written
contracts with managers in order to occupy the space for a specific period of time.”
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trafficked workers are axiomatically paid well below the legal minima,
labour exploitation represents an immense saving in labour costs.
Labour trafficking implies a saving of at least fifty percent, and in the
worst case this cost-item is eliminated altogether (BE-E2; BE-E4; BE-E9;
BE-E10). Lastly, control has an evident decisive relevance to the matter
of exploitation. Monitoring or control-related costs are considerable, as
keeping people in check takes a lot of time and resources (Campana,
2015; Korsell et al., 2011).

3.4. Profits and profit sharing

Proceeding from this low-cost business model perspective, trafficking
in human beings is often believed to generate immense profits. On
average, the overall revenues of a human trafficking operation easily
add up to several tens or even hundreds of thousands of euros (BE-E2;
BE-E5; BE-E12; BE-E14), not to mention the outliers who rake up millions
of euros in profit (BE-E1; BE-E10). Throughout the human trafficking
business, profits are subject to large fluctuations (Englund et al., 2008;
OSCE, 2013). As a matter of course, trafficking in persons involves
services that are provided on a continuous basis. Subsequently, the
proceeds of human trafficking are patterned by a steady flow of
relatively small takings (FinCen, 2014; Korsell et al., 2011). Weighed
against the nominal investment required to get a human trafficking
operation up and running, trafficking in human beings yields a quick
and considerable profit (Kara, 2011; Mahmoud & Trebesch, 2010;
Petrunov, 2011). In point of fact, a criminal entrepreneur can normally
regain his initial investments in a matter of days (Leman & Janssens,
2015). Trafficking in persons is nevertheless far from the limitless source
of profit it is commonly made out to be (Campana, 2015; Marcus et
al., 2016). On the whole, human trafficking seems to be less profitable
than other criminal undertakings, such as drug trafficking (Bruinsma &
Bernasco, 2004; Levi & Reuter, 2006). Adding to that, the relative
absence of economies of scale significantly limits the profit potential
(Campana, 2015).

Trafficking in persons can be financially rewarding in several different
ways. That is, exploiters either extort services from their victims or
trade in trafficked persons (Bravo, 2008; OSCE, 2013). The latter option
appears to be more and more exceptional nowadays (BE-E5; Leman &
Janssens, 2008), as renting out or selling individuals is less lucrative
than exploiting them over a longer period of time (Leman & Janssens,
2015). Deducting travel and living expenses, imposing fines, and wielding
extortionate interest rates (Kara, 2011) increases the margin of profit
as well. Concerning sexual exploitation, estimates on the proceeds
vary considerably. One victim is reckoned to yield somewhere in the
ballpark of €2,000 to €8,000 a week (BE-ET; BE-E6; BE-E11; Boels, 2015;
Roudaut, 2011). Similarly, the number of trafficked persons stretches
from a single individual (BE-E13) up to dozens of victims (BE-E5). In order
to keep the operation at a manageable scale, the number of victims rarely
exceeds that of a handful (BE-E1). The estimated number of clients for
window workers clusters around five a day, give or take a few (BE-E6;
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BE-E7; BE-ET1), though sex workers can expand their clientele by engaging
in other prostitution segments such as internet-based or private services
(BE-E6). As for the price range of sexual services, rates are mainly
contingent on the type of prostitution (BE-E6; BE-E7; BE-E12). The average
price for window prostitution is €50 (BE-E6; Boels, 2015), whereas escort
services are usually paid €150 (BE-E1; BE-E6). On the whole, sex workers
charge somewhere around €50 to €100 for their services (Adriaenssens et
al., 2015; Boels, 2015). Victims of human trafficking, however, are prone
to working at a cut-rate as they are in no position to refuse clients
(BE-E6; BE-E12). Specifically, victims oftentimes procure services below
the standard rate in order to meet revenue quotas imposed by their
exploiters (Boels, 2015). In this connection, sex workers who have no
say in their working conditions also have little control over the number
of clients they receive (Garcia, 2016), let alone the prices they charge.
Offering services at a cut-price nonetheless affects the market for sex
work and, as a consequence, creates tensions with other prostitutes
(Boels, 2015). With reference to economic exploitation, the term profit
takes on various meanings. By way of explanation, profits can be
regarded as all direct gains from human trafficking activities. Contrarily,
the profit can also be equated to all wages, social contributions, and
other expenses that have been evaded in the process (BE-E9; BE-E11). In
other words, the issue of sizing up profit in labour trafficking is rather
muddled. The proceeds of labour trafficking largely depend on the
duration and gravity of the exploitative practices (BE-E2). Moreover, low
labour costs increase profits as they allow for more competitive pricing
(BE-E4; BE-E11).

When it comes to divvying up the proceeds, shares are generally in
accordance with the respective contribution of that member to the
human trafficking operation (BE-ET1; BE-E4; Petrunov, 2011). As mentioned
earlier, the organiser is the one who is responsible for the redistribution
of profits. This apportionment is seemingly reflective of the hierarchy
present in a criminal organisation, provided that a certain degree of
organisation is in fact existent in the trafficking operation. Principally, the
organiser takes the lion’s share of the profit, his lieutenants get a smaller
piece of the pie, and so on (BE-E4; BE-ET1). Interestingly, respondent
BE-C3, as a more peripheral member of the operation, considered going
out with the girls along with casual sexual encounters to be a form
of payment in kind. In fact, he declared that he had no real financial
motive to take part in these activities because he was already employed
on a full time basis somewhere else and, in consequence, did not view
the pin money he received for his services as the group’s driver as the
main perquisite of this job. On the occasion that trafficking networks
externalize some of their activities, service providers or brokers are paid
on a freelance basis (Leman & Janssens, 2008). As one might imagine,
the trafficked workers are quite literally at the bottom of the “food
chain.”

By and large, offending and spending are closely connected. The greater
part of criminal proceeds is blown on luxury goods as to keep up a
lavish lifestyle (CGKRB, 2012). Prodigal spending sprees and conspicuous
wealth are, of course, flagrant measures of the economic power one has
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managed to accumulate (Petrunov, 2011). Remaining assets, if any, are
usually invested (FATF, 2011; Kopp, 2012; Korsell et al., 2011; Leman &
Janssens, 2015; Petrunov, 2011). Investments are predominantly made in
the real estate sector, both domestically and in other countries (BE-E3;
BE-E7; BE-E12). In turn, investments mostly involve legal opportunities.
Respondent BE-C2, for one, dipped into the proceeds of his car
wash business to set up two supplementary convenience stores. The
revenues from human trafficking operations, however, can also be used
to embark upon other criminal enterprises, such as drug trafficking
(BE-E4). Depending on the profile and background of the offender,
investments can take place in Belgium as well as abroad (BE-E4; BE-E7;
BE-E8; BE-E10). Investment choices are thus marked by their notable
proximity to the criminal entrepreneur. In general, investments stay close
to home (Kruisbergen et al.,, 2015; Levi & Reuter, 2006). Lastly, part of
the profits flows right back into the trafficking business with a view to
sustaining subsequent cycles of operation (BE-E1; BE-E9; BE-E11; BE-E13)
or, on rare occasions, to increase the scale of the illicit undertaking
(BE-E1; BE-ET1).

In a related manner, investing abroad points to the cross-border move-
ment of human trafficking proceeds. As mentioned before, offenders
primarily send criminal proceeds to their country of origin (Europol,
2016; Europol Financial Intelligence Group, 2015) in a bid to safeguard
their financial assets. Transferring illicit earnings on a regular basis would
be a sensible strategy (Korsell et al., 2011), as letting large sums of
money accumulate in the country of operation runs the risk of losing
the full amount of criminal proceedings at the hand of law enforcement
interventions. The physical transportation of cash by cash couriers is a
prevalent way of moving assets abroad which, perhaps, could be expected
given the finding that trafficking in human beings, for a great part, is
a cash-based economy (BE-E5; BE-E12; Europol, 2015). An illustrative
example is the case of the white van courier, who was assigned the
task of collecting the sex trafficking scene’s filthy lucre along a set
route, crossing Belgium, the Netherlands, and Germany before delivering
the stacks of cash to Bulgaria. The cash courier did not only move
human trafficking profits in exchange for a certain commission fee, but
worked for the entire Bulgarian criminal circuit in Western Europe (BE-E5;
Federaal Migratiecentrum, 2014). Secondly, wire transfers are increasingly
avoided as a cross-border conduit for criminal assets on account of their
traceability (BE-E6; Europol, 2015; Petrunov, 2011). On the off-chance that
bank transfers are being used, this is usually realised by breaking down
the funds into smaller transactions, by wiring money through third-party
bank accounts, by having victims transfer the assets (BE-E1) or through the
medium of money mules (BE-E4). Outside the traditional banking system,
money service businesses such as Western Union, MoneyGram and
Moneytrans are frequently used by non-Belgian offenders to repatriate
profits (BE-E1; BE-E3; BE-E15). Yet again, these financial transactions are
carried out under a different name with the aim of bypassing any active
identification systems (BE-E5; BE-E13; Leman & Janssens, 2015). On the
subject of underground banking, hawala money transfers are restricted to
certain nationalities (BE-E1; BE-E5; BE-E10; Europol, 2015), such as Afghani
and Pakistani ethnic groups (Soudijn, 2015). Similar to the method of
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hawala banking is the Black Western Union system specific to Nigerian
networks (BE-E5). In essence, criminal assets are send to Nigeria by
means of parallel money transfers run through grocery stores or other
retailers (Federaal Migratiecentrum, 2014).

Transferring profits and subsequently reinserting criminal capital in the
regular circuit can be considered as the most prominent method of
money laundering in human trafficking operations (BE-E4; BE-E5; BE-E12;
BE-E13) (FATF, 2011). It stands to reason that this method is a rampant
approach to criminal money management as it is a very easy way
to integrate illicit funds into the legal economy (Europol Financial
Intelligence Group, 2015). However, the laundering of trafficking profits
does not necessarily follow the same fixed pattern. Rather, offenders
launder their illicit profits by any means possible (BE-E13), for example
through purchasing alcohol cheaply and reselling it at inflated prices
(BE-E4). In as much as human trafficking operations are principally
clandestine enterprises (Weitzer, 2014a), the incidence of money
laundering is largely uncharted territory. However, the figures presented
by the Belgian Financial Intelligence Processing Unit (FIU) are, to a
certain degree, indicative of the scale of this issue. Between 2010 and
2015, a total of 866 cases of money laundering connected to human
trafficking activities were reported to the public prosecutor’s office
(CTIF-CFI, 2015). As Table 6 reveals, substantial amounts of money are
involved.

TABLE 6. SCALE OF FILES LINKED TO TRAFFICKING IN HUMAN BEINGS
AND FORWARDED TO JUDICIAL AUTHORITIES BY THE BELGIAN FIU
(2014 - 2016)

The bottom line of any money
laundering scheme is to provide
—  criminal proceeds with a legal
facade (BE-E14; Levi & Reuter,

2014
2015
2016

Source:

CTIF-CFI (2016).

29
17
20

2006). As explained above, hu-

labour trafficking operations in

1762 particular, routinely take advan-
13.22 tage of legitimate companies.
14.63 For this reason, trafficking in

persons lends itself particu-
larly well to money laundering
(Delepiere et al., 2013; Europol,

2015; Levi, 2015). Provided that
a human trafficking network operates within a bona fide business struc-
ture, the comingling of legitimate and illegitimate assets is inherent to
the workings of the criminal enterprise (BE-E1; BE-E14; Europol Financial
Intelligence Group, 2015). As a further laundering procedure, corporate
structures easily allow for trade-based money laundering (BE-E3; BE-E5),
for instance through invoice fraud (BE-E4; BE-E7; BE-E10) or bogus con-
sultancy fees (BE-E10). A striking example is the compensation system
between drug trafficking and trafficking in human beings. Essentially,
human trafficking organisations need hard cash to pay their workers,
whereas drug traffickers need to get rid of their cash supplies. This
cross-criminal exchange between two front companies is subsequently
covered by false invoices (BE-E3; BE-E15; CTIF-CFl, 2016). More generally,
profits are passed from one transit bank account to another (BE-E9). Not



148

FINANCING OF ORGANISED CRIME: HUMAN TRAFFICKING IN FOCUS

only are obfuscated business structures consisting of many interconnect-
ing firms conducive to the harbouring of trafficking activities, they also
enable offenders to let the proceedings circle between several accounts
of their own companies. Similarly, chains of subcontractors can double
as pipelines for criminal assets (BE-E4). Alternatively, the accounts of
victims or money mules are put to use as transit bank accounts (BE-
E13; BE-E14). After passing the proceeds around, the rule of thumb is
to break the paper trail by turning the profits into cash, often through
smurfing techniques* (BE-E3; BE-E4; BE-E15; CTIF-CFI, 2016; Delepiere
et al,, 2013). As a consequence, the last steps of the money laundering
process take effect outside the regular banking system (Delepiére et al.,
2013; Shelley, 2010). Overall, money laundering schemes tied to human
trafficking operations rarely get more complex than this (Petrunov, 2011).
In fact, the methods by which human traffickers launder their earnings
are markedly similar to those used for other criminal activities (CGKRB,
2011; OSCE, 2014).

3.5. The role and impact of the internet
on human trafficking activities and finances

Likewise, the internet and accompanying technological advancements
constitute powerful drivers for all manner of illicit trades (Europol, 2017;
Lavorgna, 2015). As regards trafficking in human beings, the Internet
fulfils three main functions (Myria, 2017). First off, online classified
ads, social networking sites, and dating sites all serve as recruitment
hubs for trafficking victims (Hughes, 2014; Latonero, 2011; Myria,
2017). Next, the Internet is of great use to the management of human
trafficking rings (BE-E5) (Myria, 2017), as it facilitates communication
(BE-ET; BE-E10; BE-E13) and capacitates organisers to coordinate
trafficking activities from a distance (BE-E10). Moreover, concerning
the management of victims in particular, recent technologies have
significantly expanded the arsenal of methods of control (BE-E1; BE-ES5;
BE-E7), for instance through so-called sextortion practices (Di Nicola et
al., 2017; Lavorgna, 2015) or by remotely monitoring trafficked persons
(Hughes, 2014). Lastly, sex trafficking victims are increasingly advertised
online (Korsell et al., 2011; Myria, 2017).

Hitherto, the use of digital communication technologies has been
reported more for sexual exploitation than for cases of labour trafficking
(Hughes, 2014; Latonero, 2011). It appears that more traditional methods
of recruitment are preferred for select target audiences, such as
labourers who are located in rural areas (Latonero, 2011). The internet
has nevertheless left its mark on the recruitment process of human
traffickers. Above all, ICTs lower the threshold for making contact with

By way of explanation: “One of the ways that criminals can overcome some of the transaction
regulation is by using external allies to circumvent restrictions on deposit amounts or add
confusion to the financial trail. The classic method is to take a large cash sum, for example
100,000, and to break this down into smaller sums of between 8,000 and 9,000. A number of
members of the gang or outside members such as family or friends are given batches of the
money and ordered to deposit it from different banks locally to arrive at the same destination
bank. This process is known as smurfing and it was devised to avoid detection when large
sums of cash needed to be deposited” (Naheem, 2015, p. 518).
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potential victims (BE-E1; BE-E17; Myria, 2017). In this regard, detailed
social networking profiles provide the means for victim selection, social
engineering, and tailored deceit (Lavorgna, 2015; Myria, 2017; Watson
et al, 2015). Correspondingly, a calculated employment of ICTs can
potentially replace the position of recruiter or transporter abroad in
specific cases, notably one-to-one exploitation and sham marriages
(BE-E4; BE-E7). Hence, social media and other technologies present an
unparalleled opportunity for individual traffickers to set up their own
operation (Tripp & McMahon-Howard, 2016). Furthermore, technological
developments have left a marked impact on the working conditions
and areas of activity of sex work in general (Garcia, 2016). After all,
online classified ads and specialised websites provide a relatively covert
and discrete way of advertising sexual services and accessing clients
compared to the alternative of publicly displaying prostitutes in red
light districts (BE-E11). Sex trafficking networks have accordingly shifted
their main fields of operation from bars and windows to private and
clandestine soliciting (BE-E4; BE-E11; Di Nicola et al.,, 2017). Against this
background, the present surge of private forms of prostitution in the
wake of the ongoing digital revolution is something of a double-edged
sword. On the one hand, web-based soliciting grants sex workers a
certain level of freedom, independence, and concealment from the
public view. From the opposed point of view, this clandestineness could
lead to precarious situations (Garcia, 2016). For example, the presence
of police officers in Belgian vice districts serves as a tool to enhance
social control (Weitzer, 2014b). Yet, when sexual encounters take place
in apartments or disreputable hotel rooms, this type of external oversight
is virtually absent. On top of promoting anonymity, new communication
technologies have drastically cut the transaction costs of private prostitution
and escort services, in particular by cutting back the expenditure on
accommodation (Adriaenssens et al., 2015). Conversely, the impact of
cryptocurrencies on the human trafficking business model has been far
less extensive (BE-E3; Europol, 2015). As bearer negotiable instruments,
decentralised and encrypted virtual currencies such as bitcoin can be
regarded as perfectly legal facilitators of money laundering (BE-E14;
Brenig et al., 2015). What has kept this inexpensive system of transferring
from taking off, is the limited acceptability of cryptocurrencies and the
fact that cashing outside the system is still a problem (Brenig et al., 2015).
Cryptocurrencies nevertheless embody an insidious trend in managing
criminal finances (BE-E14). Law enforcement agencies should therefore be
alert to the possibility of recent technological advancements gaining a
firmer foothold in the human trafficking business model.

Notwithstanding the glaring advantages set out above, the use of internet
and assorted technologies bears a number of drawbacks for human
trafficking organisations. As the online outposts of human trafficking
activities form a rare instance where criminal operations do actually
surface, websites such as redlights.be (BE-E5; BE-E6) or backpage.com
(Portnoff et al.,, 2017) provide an interesting avenue to identify human
trafficking cases (Di Nicola et al., 2017, Latonero, 2011; Myria, 2017;
Watson et al., 2015). By and of itself, online classified ads selling sex
are rife with potentially inculpatory information (Portnoff et al., 2017).
Tracing back these ads to the exploiters behind them constitutes a major
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step in countering human trafficking for sexual exploitation and, more
importantly, this same alertness is gradually seeping through the law
enforcement spectrum (BE-E5; BE-E6; Myria, 2017). Additionally, websites
where clients discuss the sex workers they have visited can be used to
single out trafficking cases (Adriaenssens et al., 2015; Korsell et al., 2011).
Moreover, through the use of digital communication technologies, all
kinds of transactions and communications are registered (Hughes, 2014).
Antithetically to the deceptive opportunities of the internet, websites (e.g.
Etransport.pl) where truck drivers exchange experiences and information
about their employers enable potential victims to warn each other for
trafficking practices (BE-E10; Myria, 2017).

4. FINANCIAL INVESTIGATIONS OF THB CRIMES:

CHALLENGES AND GOOD PRACTICES

Going from “digital smoke signals” (Latonero, 2011, p. 37) to the financial
footprints of human trafficking offences, financial investigations are widely
regarded as an essential tool of an effective response to the criminal
threat of trafficking in persons. In Belgium, financial investigations can be
categorised as either minimal or maximal (BE-E1). Financial investigations
adhering to the minimal approach are essentially a matter of calculating
or tracing criminally obtained assets with a view to confiscation (BE-
E2; BE-E4; BE-E10; BE-E11). In this sense, minimal financial investigations
are quasi standard practice in human trafficking cases (BE-E1; BE-E6;
BE-E12; BE-E13). More profound financial investigations that go beyond
the purpose of sheer confiscation, on the contrary, are relatively
infrequent and seem to be limited to bigger cases (BE-E1, BE-E7; BE-
E8). Whichever option is deemed suitable in a concrete case is at the
consideration of the prosecutor’s office (BE-E1; BE-E4). In spite of this
fractional application, profound financial investigations are paramount
to laying bare the structure of trafficking organisations (CGKRB, 2012;
FATF, 2012; Shelley, 2010). Likewise, an effective financial investigation
mirrors the findings of the principal criminal investigation (BE-E10).
Accordingly, thorough financial inquiries are highly relevant to the issue
of providing evidence (BE-E5; BE-E14; Brown et al., 2012). As vyet, this
case building potential is clearly underused (Kruisbergen et al., 2016). In
effect, financial investigations have demonstrated their added value in
supporting the charge of criminal conspiracy or criminal organisation
(BE-E5; CGKRB, 2012; Leman & Janssens, 2015). As specified above,
money is what ties the different parts of a human trafficking operation
together. Consequently, delving into those finances is one of the few
ways to take hold of the elusive men behind the curtain or top tiers
of the human trafficking business when dealing with more sophisticated
trafficking rings (BE-E5). Ultimately, knowing where the funds come from
and where they go sheds a different light on a traffic that is difficult to
chart directly (Kopp, 2012).

With regard to the purpose of confiscation, two methods can be used
to determine the size of a trafficker’s illicit fortune (BE-E14). The method
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of asset evaluation consists of stacking up the capital one has amassed
over a suspicious period of time against the defendant’s legal income in
pursuance of demonstrating unexplained wealth (Brown, 2013). Alternatively,
investigators turn to the direct calculation of criminally obtained assets.
As far as sexual exploitation is concerned, the asset investigation and
recovery unit of the Belgian Federal police is disposed to working out
the total of criminal earnings or assisting human trafficking investigators
in this calculation. Though conventionally, the calculation of criminal
proceeds is seen as a standard investigative practice (BE-E6; BE-E14).
The overall takings of a sex trafficking operation typically correspond
to the sum of the number of identified victims, how much the victims
have earned, and how much these trafficked individuals had to hand
over to their exploiters (BE-E6). In the case of labour exploitation, social
inspection services are usually entrusted with calculating the proceeds
(BE-E1; BE-E2; BE-E4). The criminal financial gain in labour trafficking
rests on two key elements, namely unpaid wages and unpaid social
contributions (BE-E2; BE-E4; BE-E9). The total proceeds of a labour
trafficking business are further shaped by factors such as the duration
of employment, working hours, the type of labour involved, and so on
(BE-E9). Parenthetically, the calculation of criminal proceeds is a telling
way of quantifying the infraction (BE-E4). As a rule, operating costs are
not brought into the equation (BE-E3), for the reason that confiscation is
the first and foremost reason for calculating criminal assets.

Although invaluable to disrupting human trafficking operations, financial
investigations are bound by considerable challenges and numerous practical
problems. Going down the rabbit hole of criminal finances is an inherently
time-consuming endeavour (BE-E4; BE-E7; BE-E8; BE-E14). However, lengthy
investigations run counter to the principle of reasonable delay and the
fact that a lot of non-resident defendants are held in temporary custody
implies that human trafficking investigations are regularly conducted under
pressure of time (BE-E4; BE-E7). In a similar vein, financial investigations are
hampered by a general lack of resources (BE-E4; BE-E8; BE-E10; Delepiére
et al., 2013). This problem is exacerbated by the oftentimes complicated
nature of human trafficking cases (BE-E1, BE-E2; BE-E4; BE-E5; BE-E7),
which require the involvement of specialised investigators (BE-E1; BE-E4;
BE-E7) and by the extensive use of counter-strategies. Whereas financial
investigations move slow, the flow of financial transactions is immensely
faster than the ability of investigative authorities to track them (BE-E4;
OSCE, 2014).

The international aspect integral to most human trafficking operations
complicates matters even more (Brown et al., 2012; Delepiére et al., 2013;
Soudijn, 2014). Over the years, the response to human trafficking has
been raised to an transnational level in order to meet this complexity (de
Jager et al., 2016; Goodey, 2008). Traditionally, international cooperation
takes the form of written requests for mutual legal assistance or letters
rogatory. However, this approach is virtually impracticable in the face
of complex cross-border cases (Spapens, 2011). That is, requests for
judicial assistance tend to be rather laborious (BE-E11; BE-E13). Parallel
investigations and joined investigation teams (JITs), on the contrary, are
intended to cut back on this tedious to-ing and fro-ing. The added value
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of JITs in particular lies in the facilitation of exchanging information and
expertise (BE-E12) (OSCE, 2013). In addition, JITs enable investigators
to follow the money trail beyond national borders, thus expediting the
confiscation of criminal assets abroad (BE-E5; BE-E11). The last few years
have shown a marked increase in the use of JITs in human trafficking
cases (Eurojust, 2017). In turn, the use of JITs is only gradually gaining
foothold in Belgium (BE-ET). On the whole, international collaboration
in human trafficking investigations has known widely varying degrees of
success (BE-E10; BE-E11; BE-E12). Even so, transnational cooperation is
of vital importance, as one could seriously question the effectiveness of
tackling a phenomenon that essentially drifts between nations on a local
level (BE-E5; BE-E9; BE-E13). Besides, increasing international collaboration
advances a better understanding of the transnational dimension of the
human trafficking business (Leman & Janssens, 2015).

5. CONCLUSION AND RECOMMENDATIONS

All things considered, the adage that trafficking in human beings is a
low risk, high pay-off crime still stands (FATF, 2011; Finance Against
Trafficking, 2014, OSCE, 2013). In the first place, the human trafficking
business is set apart by a remarkably low market entry barrier (Kopp,
2012; Wheaton et al., 2010). Whereas exploitative practices yield
considerable profits, the associated risks are close to negligible. Seeing
that trafficking in human beings offences are notoriously difficult to
prove (Balarezo, 2013; Eurojust, 2015; UNODC, 2016), the conviction
rates for this type of transgression are relatively low (Kara, 2011; OSCE,
2013; Wheaton et al., 2010). Furthermore, those who are convicted
for trafficking offences are usually met with rather feeble prison terms
(Balarezo, 2013; Kara, 2011). In general, the bulk of human trafficking
convicts received no prison time or a partially or fully suspended
prison sentence (U.S. Department of State, 2017). As for Belgium, half
of the prison sentences for human trafficking offences in 2016 ranged
between one and three years (Myria, 2017). Accordingly, increasing the
risks should be regarded as a fundamental policy direction (Bouché &
Shady, 2017). Per contra, raising the costs of human trafficking would
be to no avail, as passing on expenditures to victims and clients is
ingrained in the trafficking business model. Related to the low risk
nature of this criminal enterprise is the fact that human trafficking is a
severely under-detected offence (Goodey, 2008; Guia, 2015; Kleemans
& Smit, 2014). There are a number of conceivable ways to counteract
this problem. Raising awareness, educating frontline practitioners, and
building expertise among investigative authorities is pivotal in uncovering
a crime that hides in plain sight (BE-E2; BE-E6; Aronowitz et al., 2010).
Bearing in mind that a number of trafficking modalities rely on public
venues, such as bars and massage parlours, which require a permit
from the local municipality (Weitzer, 2014b), an administrative approach
to trafficking in human beings would undoubtedly reinforce efforts to
expose exploitative practices (BE-E11; Aronowitz et al., 2010). Against
this background, it is important to note that, under the influence
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of technological advancements, the market of sex trafficking has
broadly shifted from public to more private forms of prostitution. This
displacement evidently broadens the issue of detection from patrolling
red light districts to monitoring websites and private venues. More
generally, advancements in communication and technology have shaped
the current human trafficking business model to a certain extent and
will continue to do so in the future. In this irrevocable evolution lies
a considerable challenge for investigative authorities and policy makers
(BE-E13; BE-E14).

On the subject of investigating human trafficking offences, law enforcement
agencies often lack the incentive to peg away at financial data, whereas
financial investigators are generally pressed for knowledge of human
trafficking operations (OSCE, 2014). Traditionally, investigators have been
more interested in the criminal activity itself rather than its financial
bearings (Kruisbergen et al., 2016; Soudijn, 2014). The two are nevertheless
inherently linked. As a consequence, creating synergies between human
trafficking investigators and financial investigators is crucial in terms of
assuring a comprehensive response (BE-E12; BE-E14). Efforts to combat
human trafficking should not only transcend law enforcement bounds,
but also national borders where needed (BE-E3; BE-E9). International
cooperation is pivotal in connection with preventing displacement effects
(Aronowitz, 2001) and confiscating criminal assets abroad (Kruisbergen et
al., 2016; Savona & Riccardi, 2015). One should, however, bear in mind
that, even though depriving a trafficking ring from its criminal proceedings
can have a disrupting or disheartening effect, the low monetary threshold
associated with starting a human trafficking operation implies that taking
away financial resources does not necessarily serve the purpose of taking
out these criminal organisations indefinitely.

The issue of trafficking in persons is in fact a composite of multifarious
networks and manners of operating. Turning the tables on human
traffickers, therefore, requires a tailored response (Efrat, 2016). Knowing
when to wield the scalpel and when the elephant gun lies at the very
heart of posing multifaceted solutions to an equally diversified problem
(Shelley, 2010). Accordingly, the response to human trafficking should
cover more of a nuanced approach than mere criminal prosecution
(Davies, 2017; Efrat, 2016). In this context, a convenient point of entry is
the interlacing between upper- and underworld. By means of dislodging
criminal infiltration of the licit economy, financial investigations present
opportunities for disrupting criminal organisations beyond asset recovery
(Brown, 2013; Roudaut, 2011).
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LIST OF INTERVIEWEES

BE-E1 Head of Central Human Belgian Federal Police
Trafficking Unit

BE-E3 Strategic Analyst Belgian Financial Intelligence Processing Unit
(CTIF-CFI)

BE-E5 Policy Analyst Federal Migration Centre Myria, Belgium

BE-E7 Legal Expert Specialized Reception Centre for Victims
of Human Trafficking, Belgium

BE-E9 Labour Prosecutor Public Prosecutor’s Office, Belgium

BEEW  Labour Prosecutor  Public Prosecutor’ Office, Belgiom

BE-E11 Public Prosecutor Public Prosecutor’s Office, Belgium

BEEI2  Head of Human Trafficking Unit  Belgian Federal Police

BE-E13 Public Prosecutor Public Prosecutor’s Office, Belgium

e S e Ee T =

BE-E15 Strategic Analyst Belgian Financial Intelligence Processing Unit
(CTIF-CFI)

BEEIG  Labour Prosecutor  Public Prosecutors Office, Belgm

BE-C1 Criminal Entrepreneur Souteneur

BE-C3 Criminal Entrepreneur Souteneur
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IN BULGARIA

Trafficking in human beings (THB) for the purpose of sexual exploitation
is considered one of the largest Bulgarian criminal markets since the
beginning of the new millennium (CSD, 2012). After the lifting of
Schengen visas for Bulgarian nationals in 2001, Bulgaria became a major
country of origin for the trafficking in human beings exploited in the EU.
The existing research on THB and prostitution in Bulgaria indicates that
these criminal activities not only generate huge incomes for Bulgarian
organised crime but also have detrimental social and economic impact
on local communities (Bezlov et al., 2016, CSD, 2007, CSD, 2012). The
victims of THB in Bulgaria are mainly women trafficked for sexual
exploitation, but other enduring criminal networks involved in trafficking
for forced labour, sham marriages, forced begging and pickpocketing
have also been detected, as well as criminal networks involved in
trafficking of pregnant women for the purpose of selling their new-born
babies (GRETA, 2016).

Recognising the extent of the problem of trafficking, Bulgaria has
expanded and sharpened its legislation during the last 15 years. Human
trafficking was first introduced as a separate offence in the Criminal
Code for the first time in 2002, following the ratification of the Palermo
Protocol." The new articles generally adhered to the definition laid down
in the protocol and addressed both national and trans-border trafficking
in human beings. However, in contrast to many European countries,
Bulgaria criminalises trafficking irrespective of the consent of the victim,
viewing the use of any special means such as coercion or the giving of
benefits as aggravating circumstances ([1Pb, 2010). On the other hand,
labour trafficking definition is strictly narrowed down only to instances
of “forced labour”. Since their adoption, the Criminal Code articles have
been amended and complemented in 2009 and 2013 to incorporate
additional types of trafficking such as trafficking of pregnant women with
the purpose of selling their new-born babies and trafficking for forced
begging. The latest amendments were introduced as a result of the
harmonisation of the Bulgarian legislation with the 2011 EU Directive on
Human Trafficking.?

Since 2007, when Bulgaria and Romania joined the European Union,
and especially since 2013, when the restrictions on the access of the
two countries to the common EU labour market were removed, THB

! Protocol to Prevent, Suppress and Punish Trafficking in Persons Especially Women and Children,

supplementing the United Nations Convention against Transnational Organized Crime, adopted
and opened for signature, ratification and accession by General Assembly resolution 55/25 of
15 November 2000.

2 Directive 2011/36/EU of the European Parliament and of the Council of 5 April 2011 on
preventing and combating trafficking in human beings and protecting its victims, and replacing
Council Framework Decision 2002/629/JHA, OJ L 101, 15.4.2011.
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related processes have undergone a significant transformation. The
freedom to travel to and legally work in EU member states has barred
criminal networks from controlling victims’ access to the common
European labour market, including that of sexual services. In addition,
as European and Bulgarian law enforcement and judiciary bodies have
stepped up cooperation with their counterparts on an international
scale, criminal networks have become less likely to use violence
against THB victims and, therefore, less efficient in recruiting new
victims or exploiting already recruited victims. The socio-demographic
changes such as the smaller number of children born after 1990 and
migration towards big cities have also contributed to shrinking the pool
of persons vulnerable to THB, as has the almost double growth of
incomes even in smaller settlements in the post-accession years (Bezlov
et al., 2016).

The criminal networks evolved also in their attempt to adapt to the
changing environment, going through several stages shaping their
characteristics. The first period of criminal networks’ development began
in the mid-1990s when the trafficking of women for sexual exploitation
was strongly linked to the domestic prostitution market. During this
period, the large criminal syndicates of the so called “violent insurers”
turned the sex market into an important source of revenue, establishing
control over supply through ownership of hotels, nightclubs and bars in
major cities and resorts. Use of violence, often in extreme forms, was
widespread (CSD, 2007).

With the lifting of Schengen visas, which marks the start of the second
period, Bulgarian criminal organisations already established in some of
the member states could dramatically expand their prostitution business.
Initially, it was the big criminal players — local units of the so called
“violent insurers” in Bulgarian cities — that made use of this opportunity.
Later, some independent procurers and networks stepped in the cross-
border trafficking as well. In this period, THB for sexual exploitation
became the largest source of revenue for organised crime and Bulgaria,
albeit a small country, became the second or third biggest country of
origin for THB victims in a number of EU states (Bezlov et al.,, 2016,
CSD, 2012).

The third period started after the initial post-accession period (2007 —
2009). Bulgarian criminal networks rapidly adapted to changing conditions.
Patterns for controlling THB victims started to rely primarily on non-
violent methods and economic inducement. The big criminal syndicates
were largely replaced by loose networks with flexible arrangements
and frequently changing composition of actors, although hierarchically
structured organisations did not disappear. On the other hand, sex workers
in the different EU member states became less and less dependent on
organised crime infrastructure and logistics (Bezlov et al., 2016).

* The so called “violent insurers” or grupirovki were the first powerful organised crime groups in
Bulgaria, which emerged in the early 1990s and started their criminal activities with a wide use
of violence and extortion. Most of them established private security and insurance companies
as fronts for their extortion. Subsequently, most of them developed extensive crime portfolios
including drug distribution, prostitution, contraband, etc.
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Given the overwhelming prevalence of the trafficking for sexual exploitation
in Bulgaria, the analysis below focuses exclusively on this type of trafficking
inside and outside the country. The THB for sexual exploitation is deeply
interwoven with the domestic and foreign prostitution markets and during
the collection of data and its analysis it became apparent that it is almost
impossible to distinguish between these two phenomena. Much has been
written on the problem of trafficking in human beings in Bulgaria. However,
one of the least explored aspects of this nefarious phenomenon remains
its financial aspect, as well as the business models of the criminal groups
behind it. The current report examines in detail the initial capital needed
to kick-start or expand trafficking business, costs and profits related to this
criminal activity, settlement of payments between the different criminal
actors involved and the investment of proceeds. The report draws on
review of publicly available data and reports, 23 interviews with traffickers
and victims of trafficking and 19 interviews with law enforcement officers
and prosecutors.* The full list of the respondents is provided in the end
of the report. The data has been additionally complemented with an
analysis of court cases and media reports.

1. MARKET OVERVIEW

According to the Prosecutor’s Office of Bulgaria, 90% of the victims of
trafficking for the period 2005 — 2016 have been female (I1Pb, 2017).
Trafficking for labour exploitation is the second most common type
of THB, but it is significantly less common, with only 12% of pre-
trial proceedings in the period 2011 — 2015 dealing with this type of
trafficking (GRETA, 2016). The data from Bulgaria corresponds to the
Europol assessment for EU countries whereby organised crime groups
(OCGs) involved in THB for purposes other than sexual exploitation is
about 10% (Europol, 2016).

During the last 10 years, there were several attempts to estimate the
number of sex workers and respectively the scale of both cross-border
and domestic trafficking in human beings. The first assessment of cross-
border THB estimated that the number of Bulgarian sex workers abroad
was between 8,000 and 18,000 in the period 2003 - 2007 (CSD,
2007). The most recent estimates on the scale of cross-border trafficking
referred to the period 2005 — 2009 and indicated that between 11,000
and 21,000 sex workers from Bulgaria worked in other EU countries and
generated about €1.5 billion, which is roughly equal to 2.6-2.7% of the
national GDP for the same period (CSD, 2012). Revenues of the domestic
sex market also vary — according to the estimations in 2007, the number
of sex workers in Bulgaria was 5,000 — 6,000 and the generated revenues
amounted at €115-120 million (CSD, 2007). The more recent assessment
estimated the internal market at EUR 123-205 million generated by
6,000 — 10,000 sex workers (CSD, 2012).

* The full list of the interviewees is provided in the references section. They have been coded
in order to preserve their anonymity. The first two letters of the code indicate the country,
“E” indicates an expert, while “C” means criminal entrepreneur.
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However, public data from several EU member states reveal a dwindling
number of victims from Bulgaria since 2012. The Dutch and German
data on recorded THB victims indicate that the number of victims from
Bulgaria in 2016 was 50% lower than in 2012 (Nationaal Rapporteur,
2017). Similarly, the German data shows that the number of Bulgarian
victims of THB for sexual exploitation have decreased by 49% in 2015
compared to 2012 (BKA, 2016). At the same time, the number of victims
identified by the Bulgarian authorities remains stable (see Figure 7).
According to the latest GRETA report, for the period 2011 — 2015 the
number of victims of domestic trafficking in Bulgaria is roughly equal to
the number of victims of cross-border trafficking (GRETA, 2016).
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and exploit them at home as
well. Nevertheless, due to the
increasingly easier access to the sex market in the EU, a growing number
of victims start working abroad, without prior exploitation at the domestic
prostitution market (see next section for further details).

At the time the interviews for this report were conducted, the number
of THB victims was deemed to be on the decline judging from the
observed significant decrease in the new investigations initiated by the
Prosecutor’s Office. The number of the new proceedings plummeted from
141 in 2012 to 85 in 2015, although slightly increased to 104 in 2016
(IMPB, 2013, 2017). However, closer examination of the factors behind this
suggested a somewhat different dynamic. Apparently, several factors related
to law enforcement institutions have contributed to this significant drop
in the investigations in the last 5 years. In 2013, the Directorate General
Countering Organised Crime (GDCOC), the agency most actively involved
in THB investigations, was merged with the State Agency National Security
(SANS). The internal reorganisations after the merger led to the suspension
of a number of cases, the dismissal and retirement of many senior
officers experienced in THB. Two years later GDCOC was reinstituted
as a specialised Ministry of Interior (Mol) directorate, but its staff was
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cut by half and many of its regional units have not been re-established
and thus their overall number was reduced from 28 to 12. Some of the
regional directorates that seized to exist used to cover regions with a long
tradition in the trafficking in human beings. Cities such as Pazardzhik,
Dobrich, Razgrad, Pernik, Yambol, Shumen, etc., currently do not have
any local units dispatched, despite the large number of victims and OCGs
involved in THB. Moreover, most of the current GDCOC's regional units
are understaffed and often only a single officer is responsible for tackling
THB (BG-E12, BG-E14, BG-E20, BG-E23, BG-E24).

FIGURE 2. REGISTERED CRIMES, PRE-TRIAL PROCEEDINGS AND CONVICTED
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officers from remote regional
directorates would need to
commute to Sofia or vice ver-
sa — prosecutors would need
to visit them on a regular

basis. For this reason, many
GDCOC officers from the regional directorates refrain from initiating
investigations and transfer them to the local criminal police units. Prac-
tically, after 2012 regional GDCOC units rarely start investigations on
their own initiative. They typically work on investigations initiated by
the agency’s headquarters or by foreign police services in which local
cooperation is needed. Most of these investigations are about offences
committed abroad and the effort invested by the Bulgarian units is
rather limited. The local criminal networks, and in particular those that
effectively control their victims, thus operate unobstructed by Bulgar-
ian law enforcement institutions (BG-E12, BG-E14, BG-E20, BG-E23,
BG-E24). According to the law enforcement officials interviewed, all
cross-border investigations are handled directly by GDCOC's head-
quarters in Sofia. Thus regional units are not in a position to develop
local capacity and expertise and have limited access to the respective
operational intelligence about the cases they work on (BG-E12, BG-E21,
BG-E24, BG-E25).
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2. MARKET STRUCTURE AND SOCIAL ORGANISATION
OF TRAFFICKING NETWORKS

Once extensively controlled by organised crime and practically cartelised
in all big cities and resorts, the prostitution market in Bulgaria is now rather
fragmented and decentralised. Similar tendencies have been reported for
cross-border trafficking (Bezlov et al., 2016, CSD, 2012, Croitues, 2016).
Despite the fragmentation of the prostitution market and the increased
share of independent actors, the human trafficking business in the
country and abroad still remains largely controlled by Bulgarian organised
crime. Since the 1990s, no criminals from other nationalities have ever
had noticeable presence in the country or played any role in cross-
border trafficking. Generally, the following profiles of sets of actors can
be distinguished: hierarchically structured organisations; loose networks
of collaborating independent traffickers; family/clan-based organisations;
independent traffickers (Bezlov et al., 2016, Petrunov, 2014).

The hierarchically structured organisations are usually remnants of
the formidable violent entrepreneurship syndicates that emerged in the
early 1990s also known as grupirovki, as well as robust regional criminal
organisations that emerged in the beginning of the 21 century (CSD,
2007). Unlike their predecessors, nowadays these organisations rarely
resort to violence and instead extensively use legal business structures
as a cover up for their operations and various soft methods to control
the sex workers (BG-E5, BG-E19). Their structure has a great deal of
specialisation and separation of specific functions and roles among
members. Depending on the sophistication of the organisation, the
specific roles might include one or several of the following — organisers
(“the boss”), recruiters, drivers, money collectors, bodyguards/enforcers,
supervisors, money carriers and straw persons acting as legal business
owners (BG-E5, BG-E11). They can also have 3-4 layers of control
between the ultimate organiser, or boss, and the sex workers. Before
2012, several such groups have split and cartelised the market in Sofia
and in some of the big regional cities and resorts and operated the so
called “chains” of brothels and sex venues (BG-E5, BG-E6).

The accession of Bulgaria to the EU in 2007, the targeted law enforcement
pressure on the market in the period 2010-2012, and the increasing use
of information and communication technologies (ICT) in the prostitution
markets have to a large extend reduced the opportunities for cartelisation
and control over the prostitution markets. Whereas in the past these
organisations were exerting control on the access to the market by
coercion and enforcing protection fees to all independent actors,
nowadays they would rather contract the sex workers as employees and
exert control through the use of market mechanisms, such as providing
access to profitable locations or venues, and securing protection against
rival competition and police authorities (BG-E17, BG-E25). Other similar
arrangements include striking deals with independent traffickers for
granting access to their locations or venues for a fee. The fee may
include advanced payment and a commission based on the earnings of
the sex workers, who are allowed to work in their venues. Depending
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on the size and sophistication of the organisation, its leaders might have
invested in venues both in Bulgaria and abroad, while other have opted
only for a single venue either in Bulgaria or abroad (BG-E11, BG-E21).

The loose networks usually comprise of several independent traffickers,
wherein each of them independently recruits women from Bulgaria or
elsewhere, as a rule with their consent, and secure a location for them.
Each procurer would also provide his sex workers with protection from
violent clients, secure lodging and clients, arrange residence permits,
licenses and resolve other administrative issues. Lately, traffickers have
even been communicating with clients online, mostly via social networks.
To ward off competition, the procurer resorts to his network of friends
and compatriots. Under this modus operandi, each trafficker takes care
of all aspects related to the business and this allows him to recruit two
or three girls at a time. There are also some examples of procurers
managing 3-4 girls in different EU countries who are not aware of each
other. When looking for new girls, he entrusts guardianship over the
prostitute to friends from his network and returns the favour when asked
by another network member (BG-E20, BG-E27, and BG-E29). Procurers
often marry the prostitute to avoid getting involved with the police
(BG-E5). However, this type of arrangement works out rarely as conflicts
often arise among traffickers, since competition for better venues and
high-earning sex workers is fierce (BG-E19, BG-E20).

Family/clan based organisations are typical for traffickers from the
Roma community, where usually members of the organised crime group
are part of the extended family. The structure usually follows the familial
links with an elder authority at the top of the organisation and specific
tasks divided between the members of the family. These organisations
usually traffic women from the same ethnic group and even other family
members. In some cases, they also resort to buying women from other
groups or networks (BG-E5, BG-E11, BG-E13, BG-E14).

The independent traffickers are usually a couple (married or not) or a
trafficker with 2-3 sex workers, who operate as a family/small business.
The women solicit customers and provide sexual services, while the men
provide protection and facilitation. Independent traffickers do not share
their earnings with some criminal organisation but may pay a fixed fee to
them in order to obtain the right to work at a particular location. Thus
they keep all the revenues for themselves, but risk extortion demands
and violent assaults from other competitors or being reported to local
authorities as there is no group or network to protect them (BG-E17,
BG-E26).

All types of trafficking organisations use the same strategy to reduce risk
of detection and apprehension by the police, which involves acquiring
consent of the exploited women and pre-negotiating the division of their
earnings, using violence in exceptional cases, and often posing as their
friends or spouses. On the other hand, the collected data indicates that
criminal networks involved in trafficking offer sex workers both economic
and safety advantages. Women who try to work on their own appear
to be more likely to become victims of violent incidents or to earn less
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because of their limited access to profitable locations in central and
western Europe where demand for sex services is high (BG-E19, BG-E22).

Structure of the domestic sex market

The extent of involvement and modus operandi of these sets of
trafficking actors both at the domestic prostitution market and
the prostitution markets abroad varies among the different market
segments. The domestic prostitution market in Bulgaria can generally
be divided among three main segments — outdoor, indoor and high-
end prostitution (Bezlov et al., 2016, CSD, 2012). The market segments
can be distinguished based on the place where the sex services are
provided, the price range, and the clientele. Similar division can also be
applied to the prostitution markets abroad, although the price brackets
differ from country to country.

The lowest market segment in Bulgaria is outdoor prostitution, which
comprises of sex workers who offer sex services mostly in public, open
spaces. One group focuses on frequented places in big cities such as
railway and bus stations, bridges, shoddy hotels, byways and side alleys
parallel to main streets. Some of them migrate to the outskirts of resorts
during the tourist seasons. The second group works along highways,
main roads and the roads close to border crossings, mostly at parking
lots, motels, crossroads and the like. Their main clients are truck drivers.
The prices of both groups are rather low, ranging from BGN 10 to 30
(€5-€15) per client. Depending on the locations, prostitutes can service
from 3-5 to 10-20 clients daily. The sex workers in this segment are
recruited from various socially disadvantaged groups, mostly from Roma
neighbourhoods (CSD, 2007; Cronues, 2016). Each neighbourhood serves
as a supply source for a particular region in Bulgaria. Other such pools
are heroin addicts, young women raised at institutions or extremely poor
families.

This segment is mostly occupied by the family-based organisations
from the Roma ethnicity, as well as some independent traffickers. In
the past, some hierarchically structured organisations that strived to
monopolise or at least cartelise the prostitution market in their cities
were imposing protection fees on the procurers operating in this segment
for the right to operate at a given location. Currently the practice for
levying protection fees continues, although monopolies and oligopolies
at prostitution markets in the capital and in the regional cities seized
to exist. This niche is taken over in some regions by poly-criminal
organisations that are involved in a variety of other criminal activities
such as drug dealing, extortion, human smuggling, etc. Procurers and
the sex workers are usually charged a set fee, which has ranged from
BCN 20-30 (€10-€15) per day to BGN 100-200 (€50-€100) per week
at different times (BG-E19, BG-E22).

The largest number of sex workers operates in the indoor prostitution
segment, which can be provisionally divided in several substrata. The
bottom one is occupied by the so called “apartment prostitution” named
after the habitual locations where sex services are preformed — rented
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flats on the first floors of residential buildings. Prices vary depending on
the town from BGN 60 to 100° (€30-€50) per hour of standard sex.
VIP or escort clubs occupy the next substratum at which prices are
higher and control over prostitutes is more lenient. The segment also
includes the escort services. The average prices range from BGN 100 to
150 (€50-€75) per hour of standard sex. The most luxurious substratum
comprises erotic bars and adult clubs. Sex workers at such erotic bars
take in additional revenue in the form of soliciting drinks from customers
and dancing. The owners of such venues as a rule pre-select the sex
workers before contracting them and tend to regularly replace them with
new ones. Standard sex average prices range between BGN 300 and 500
(€150-€250) per hour.

Brothels and other sex venues are usually located in big cities, although
other popular locations are resorts and border towns. Part of the sex
workers who work in the biggest cities migrate to coastal resorts from
June to September and to mountain ones from December to March.
Usually owners of sex venues in some of the big cities also keep such
venues at the resorts, so the sex workers are moved from the big cities
to the resorts and back. Border prostitution in towns such as Svilengrad
at the Turkish border and Sandanski and Petrich near the Greek border
also takes place predominantly in various bars and hotels and the clients
are predominantly foreigners.

The sex venues have their own internal rules and the workers that
breach them bear financial penalties. The number of sites belonging
to the indoor prostitution segment in Sofia, for example, has varied
throughout the years depending on the demand for sex services and the
extent of law enforcement pressure over criminal groups. The number of
flats and clubs in Sofia, for instance, has ranged between 100 and 300,
of VIP clubs from 20 to 30, and of erotic bars from 10 to 20 (BG-E19,
BG-E22).

This market segment is dominated by hierarchical groups, who usually
invest in sex venues at lucrative locations — in the city centre of Sofia or
some of the big cities, as well as in the coastal and mountain resorts.
However, in the period 2010 — 2012 the controlled chains of apartment
brothels in big cities disappeared giving way to independently working
(mostly in pairs) prostitutes renting their own living space, increasingly
offering their services online, and occasionally paying criminal networks
security fees to guard them against possible threats from clients. Many
independent procurers have also started to operate in this market
segment running apartments with their own sex workers or providing
call girl services with extensive use of online advertising. Hierarchical
groups used to levy protection fees on such actors in the past but after
2012 a significant number of independent procurers ceased paying for
protection. The attempts to re-establish monopoly over certain markets,
e.g. Varna, have not succeeded due to law enforcement pressure and
resistance from the other local groups (BG-E12, BG-E18).

> These prices are given as an example but in the last couple of years prices have consistently

increased countrywide.



170

FINANCING OF ORGANISED CRIME: HUMAN TRAFFICKING IN FOCUS

The high-end prostitution market segment accommodates various legal
business structures that are used as cover for offering exclusive sex
services. Typical businesses used in this market segment include fashion,
model and advertising agencies, as well as talent managing companies
working with dance troupes and pop folk performers. These bogus
fashion agencies hire young women as models under a permanent or
temporary contract to participate in fashion shows, advertising campaigns,
TV shows, product promotions, movies, magazine photo sessions, etc., for
a particular fee. However, many of the women are enticed to perform
sex services and thus the line between their duties as fashion models
and escorts becomes blurred. The price of sex is BGN 1,000 (€500)
and over, but as collected data indicates, the financial side is often less
important for the criminal organisations compared to the opportunity to
influence the political and business elites in Bulgaria. This segment is also
dominated by hierarchical organisations, which in many cases also have
presence in the indoor segment (BG-E6, BG-E12, BG-E18).

The organisation of the cross-border trafficking

The structure and functioning of the cross-border trafficking closely
resembles the domestic prostitution market. Street sex workers would
be commissioned to work on selected streets, parking lots and open
spaces in large European cities. Sex workers in the indoor segment are
exploited in a variety of sex venues such as brothels, hotels, sex clubs,
bars and windows, and the like after traffickers negotiate access with the
respective owners or criminal organisations that controls them. Criminal
organisations operating at the high-end prostitution level solicit foreign
clients during the modelling agencies’ tours abroad, usually in neighbouring
countries such as Greece and Turkey, more exclusive destinations such as
Dubai, and less often in Italy and France. Subsequently the sex workers
are secured engagements in thematic or weekend parties, and business
conferences (BG-E19, BG-E22).

Some of the big hierarchical organisations operate both at the domestic
and foreign prostitution markets. However, the regional trafficking
networks in most cases do not have presence at the domestic market,
but prefer to organise only cross-border trafficking to EU countries,
Switzerland or Norway. They recruit sex workers from the towns they are
based or the nearby smaller towns and commission them to particular
European cities. Criminal organisations and networks from Bulgarian
cities such as Sliven, Pazardzhik, Stara Zagora, Haskovo, Pleven, Ruse,
Dobrich, Vidin, etc., have established trafficking channels to Brussels,
Strasbourg, Rotterdam, Oslo, Cologne, Vienna, Valencia, Rome, Koblenz,
etc. To escape dependence and payment of protection fees, the regional
procurement networks operate independently from the big hierarchical
organisations, when supplying sex workers to the EU (BG-E20, BG-E29).

The big hierarchical organisations with established presence on the
domestic market, on the other hand, have a different business model
that guarantees better control over the sex workers. The newly recruited
women first work in some of the bigger Bulgarian cities or resorts and
after proving their loyalty and accountability are commissioned to more
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profitable locations abroad (BG-E19, BG-E27, BG-E29). The sex workers
periodically return to work back in Bulgaria upon completion of a certain
period or whenever some problem arises (e.g. extortion demands from
other criminal groups, conflicts with competitors, police operations, etc.).
In contrast, the sex workers trafficked by the regional networks would
usually have between-jobs spells at home or sometimes work at a
brothel owned by the group with domestic presence.

As the interviews suggest, the opportunities of the Bulgarian traffickers
to participate in the EU sex market and specifically in the outdoor and
the indoor segment have widened with time. At the start of the century
the newly formed regional hierarchical groups and loose networks would
stick to a certain European city or region, which they get to know well
and subsequently they started to expand to new cities, thus doubling
the number of trafficking destinations in recent years (BG-E19, BG-E21).
Whereas in the past, a few big organisations and networks controlled the
trafficking channels, currently various trafficking organisations started to
invest abroad in order to exert direct control of the victim’s workplace
by purchasing/renting sites such as bars, restaurants, hotels, night clubs,
windows, escort websites, escort companies, etc. This strategy involves
establishing of legal business structures as a front of their operations and
along with the advantages of enhanced form of control over the victims,
it also offers them the opportunity to better shield their activities from
police scrutiny (BG-E19, BG-E22).

3. FINANCING AND FINANCIAL MANAGEMENT

3.1. Source of capital for initiating/sustaining criminal
operations. Access to capital in critical moments

Many of the interviewed traffickers and sex workers in the present study
claim that no initial investment is needed to enter the market of THB
for sexual purposes (BG-C13, BG-C14, BG-C17. BG-C20, BG-C3, BG-E9).
However, entering the prostitution market can have different forms —
from simple procuring of a victim to a close circle of acquaintances to
securing a profitable location in some brothel abroad. While the former
may not bear any financial costs, the latter appears to require initial
investments. For example, some of the interviewed offenders mention
that in the indoor segment securing access to a profitable location for a
sex worker in Bulgaria can cost from €1,000 to €3,700 (BG-C3, BG-C7)
and abroad from €2,000 to €4,000 (BG-C4, BG-C7).° In addition to
that they also disclose costs for recruitment, transportation and lodging.
Certainly larger investments are needed if a trafficker aims at becoming
an owner or manager of a brothel or other sex venue. For example,
one of the interviewees indicated that the rent of an adult club at
the Bulgarian coast for the summer season amounts at €60,000, due

® The quoted sums are requested as advanced payments for renting a place. The period of
renting can vary from three months to one year.
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in advance (BG-E3). More profitable establishments in western Europe
certainly cost a lot more; for example, one of the interviewed police
officer reported that a trafficker invested one million euros to purchase
an adult club in Spain (BG-E21).

Collected data indicates that in many cases social ties and networks
are being converted into quantifiable value, whereby initial capital for a
market entry, or a market expansion is loaned to the newcomer from
actors who are already established in the trafficking for sexual exploitation,
be it friends or extended family members (BG-C10 and BG-C7 for
expansion; BG-C2 for entry). Accounts of social ties, connections, friends
and extended family that factor in the genesis of human trafficking
endeavours abound in the data collected from the respondents. At
least three instances reveal that being part of the wider network of
traffickers for sexual purposes exposes the members to opportunities
for lines of quick credit with preferential interest rates when borrowing
from “colleagues” (BG-C8; BG-C6 BG-C5). Being connected to people
in the business, which entails trust and mutual assistance for starting
up appears to be a crucial element in facilitating initial expenditures
and diminishing or removing altogether barriers to market entry. The
prevailing model for starting up is epitomised by a statement from one
of the respondents that highlights the importance of social networks and
social capital: “if you have a girl ready to go right from the start, every
trusted person will help you out” (BG-C10).

In this regard collected data is in line of the existing literature on the
importance of social capital for a market entry. Whereas opportunities
for most conventional crimes are countless, the sophistication of its
activities makes organised crime opportunities less evident. Therefore,
the market entry barriers for organised crime are far greater than most
general crimes, and operations require close cooperation between
offenders (van Koppen, 2013). Cross-border trafficking of human beings
often involves complex processes of coordination, whereby finding
suitable co-offenders requires building of sufficient trust. Therefore,
organised crime offenders in human trafficking use social ties and
networks to establish trust before any cooperation and collusion takes
place (van Koppen, 2013; von Lampe & Johansen, 2004). Social relations
and network dynamics ensure that the recruitment of new offenders
and the creation of new partnerships are not the same as traditional
models claim. Family, friends and acquaintances work together and are
the base of criminal entrepreneurship and expansion (Kleemans & van
de Bunt, 1999).

The observed differences in the source of initial capital appear to be
contingent on the type of market entry, i.e. independently or through an
already established network or criminal organization, as well as on the
type of market segment — outdoor, indoor and high-end. Independent
traffickers may need to raise initial capital to secure access to clients
(e.g. place on the street or in a brothel, window in a red light district,
etc.), logistics (e.g. transportation, lodging, work permit, etc.) and visual
make-over of the trafficked person, e.g. high-end clothing, accessories,
cosmetics, hair and body care, etc. Some of them initially start in
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Bulgaria and re-invest the generated proceeds to fund cross-border
trafficking (BG-EA4).

Criminal entrepreneurs joining established trafficking networks or or-
ganisations do not need to cover all these cost by themselves, since the
network or the group grants the access to these assets or at least they
may receive initial capital for related expenses through the network or
from the boss of the group. The investment is then repaid from the
sex worker’s earnings (BG-C10, BG-C1). Nevertheless, joining an estab-
lished network requires the newcomers to prove they are trustworthy
and accountable. This is also indicative that market entry for prostitut-
ing girls and women is heavily contingent of social connections and
networks. Among the possible sources of start-up capital mentioned
by the interviewed respondents were borrowing money from friends,
family and relatives (BG-C11; BG-C12; BG-C13; BG-E1); revenues from
legal business (BG-C10), proceeds from another illegal activity (BG-C16;
BG-E14) and loans from usurers (BG-C7).

Joining an established trafficking/procuring operation provides a number
of advantages for both sex workers and pimps. Networks and groups have
more available capital which can be channelled to serve different purposes
as needed, such as recruitment activities, transport and accommodation
abroad, as well as connections and a line of credit in case of urgencies.
The advantage is most noticeable with regard to recruitment and starting
costs. Apart from everything, starting an independent operation entails
a number of risks. Independent sex workers are vulnerable to violent or
fraudulent customers or to networks or groups trying to subdue them
to their control. Procurers and traffickers not part of a group also have
less resources and therefore have to carry out all activities associated
with the business. Independent pimps and traffickers thus often choose
to have or appear to have a limited number of sex workers under their
control (up to 3) as with more women “the problems are bigger and are
related to more costs” (BG-C20, BG-C11, BG-C12).

Borrowing money is also a tactic used to weather out difficult moments.
However, borrowing from loan sharks is considered as highly risky due to
the exorbitant interest rates and both pimps and sex workers try to avoid
it. Generally, traffickers prefer to settle such situations through borrowing
from other members of their network (BG-C3, BG-C13, BG-C20). Sex
workers appear to have a broad creditor base, that includes pimps,
colleagues and in some cases clients (BG-C16, BG-C23). There is a general
arrangement that there are loan options for persons in the trafficking
business with more favourable interest rates than those of loan sharks. The
interest rates for such intra-industry/network lending are 10-20% (BG-C5,
BG-C6, BG-C8). Rates may still be higher in cases of a novice who is yet
to prove trustworthy.
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3.2. Settlement of payments

Data indicates that there are various modes for the settlement of payments
within the trafficking network and with outside actors, wherein the sole
common denominator is the pre-eminence of cash transactions. Most
payments are done in cash — clients pay cash to sex workers (variably
before or after the service) and the money is subsequently transferred
to the higher levels of the organisation in cash as well (BG-C1, BG-C10).
Women report and account for their earnings to pimps “day by day”
(BG-C6, BG-E19, BG-C4), often via coded messages through messaging
services (BG-E17). Sex workers may receive their shares periodically in
cash by their traffickers/procurers or trusted persons (BG-C3). Cash
proceeds are then usually transferred up the chain through trusted
payment facilitators, which appear to be insiders rather than the typical
money mule (BG-C10). Exceptions do exist as sometimes clients can pay
for sexual services via bank transfer/credit card, whereby such payments
are registered as a legitimate service, e.g. massage. This is particularly
the case when trusted clients based in western European states order
services from sex workers that may be currently based in Bulgaria. The
wired money is used for travel and advance payment for the services
(BG-C5, BG-C16).

It should also be noted that in the domestic indoor and high-end
prostitution segment, many sex workers have also fictitious contracts
as office assistants, masseuses, waitresses, hostesses, barmaids, exotic
dancers, receptionists, hotel maids, etc. The contracts are usually signed
with bogus companies and fixed at minimum wage and for minimum
working hours. However, they will still receive payments under these
contracts and all respective social and healthcare contributions will also
be covered. Some respondents report that they receive these payments
via bank transfers (BG-C4, BG-C9). In this way the traffickers try to
conceal the true nature of their activities and not raise suspicion in the
law enforcement and other regulatory agencies (BG-E3, BG-E9).

Procurers and traffickers transferring profits from abroad may use
money transfer services, such as Western Union (BG-C1). However,
they will take a number of precautions, such as using intermediaries
(money mules) to withdraw the money and deliver the amounts to
the intended recipients (BG-C10). Western Union is also a preferred
method for sex workers, who send small sums to their families (BG-C7,
BG-C8, BG-C9). Another method for sending money to Bulgaria is
through van drivers servicing routes from Bulgaria to western Europe,
some of which may be part of other — irrelevant to sex — trafficking
and/or smuggling networks, e.g. cannabis from the Netherlands (BG-C7,
BG-E1, BG-ES).

Procurers and traffickers may use trusted third parties for settling pay-
ments with facilitators outside of the networks such as club owners
or corrupt police. There is at least one account that describes a more
sophisticated system of settling transactions. In this case the trafficking
ring-leader uses a multitude of bank accounts under his control, which
are registered to dummy entities or shell companies in order to transfer
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payments to external actors. The dummy accounts are employed on a
rotating basis so as to avoid suspicion (BG-C1). Cash mules are also used,
particularly for international payment settlements (BG-C10).

When operating abroad some traffickers are wary of getting directly
involved in all payment settlement activities, as being seen around
sex workers and in particular known clubs and hotels may arouse
suspicion. Therefore, in some cases settlements with clubs and hotels are
delegated to the women who transact directly with the owners of the
establishments where sexual services are performed (BG-C13). Settlements
in the domestic market seem to be conducted in cash directly between
the trafficker, or trusted person, and the owner of the club/hotel where
the sexual services are provided (BG-C1; BG-C20).

The high-end prostitution segment displays some subtle differences in
the patterns of payment settlements. In many cases the pre-supposed
exclusivity of sexual services performed by “models” and the parallel
operation of the fashion agency as a cover business seem to keep a
certain distance between the consumer and the sex worker, particularly
in the financial flows. The contacts between the customers and the
clients are usually handled by a central figure inside the agency — the
so called “booker.” The booker also often receives the payment directly
or through trusted members of the network from the client. Therefore,
in such cases the women would perform a pre-arranged and pre-paid
service without coming into contact with money. Exceptions seem to be
the case, wherein established and known clients pay directly to the sex
workers (BG-E6).

3.3. Costs of doing business

Trafficking operations involve a variety of different costs at each
stage of the process — recruitment, transportation and exploitation,
wherein the last stage appears to be most cost demanding. Some of
these costs are one-off and might be categorised as investment costs,
whereas others are recurring and rather fall under the operational
costs category. It should be noted that this classification is somewhat
arbitrary, since the line between the two is blurred. The costs structure
of trafficking operations varies depending on the modus operandi of
the traffickers.

Recruitment of new sex workers in most cases entails an investment of
both financial resources and time. Independent traffickers, family-based
organisations and loose networks often employ the so called “lover-
boy” method or similar strategies involving deceit and manipulation. This
method includes courting, befriending and manipulating the potential
victim by the recruiter into a relationship of trust (BG-C1, BG-C7, BG-C14).
While traffickers often rationalise their actions as helping the women earn
good money (BG-E11), different degrees of manipulation are involved.
Aside from poverty, other vulnerability factors play an important role as
well — dysfunctional family background, lack of experience with adult
relationships, recent emotional trauma due to relationship break-ups,
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and periods of stay in orphanages or other institutions for disadvantaged
young adults (BG-C1, BG-C2).

In some instances, the process of trust-building may last up to nine or
more months, thereby the lover-boy incurs sustained additional expenses
(BG-C14). Very often recruiters identify and pick good looking women
from poor backgrounds who can easily be impressed with a luxury lifestyle.
The related costs in this sense include expenditures for restaurants,
vacations, clothes and other gifts (BG-C1, BG-C7, BG-C14). On the
other hand, to take advantage of the lover-boy routine in recruitment,
the recruiter may increase the chance for successful manipulation by
displaying a luxurious lifestyle, which includes an expensive brand
automobile, branded clothing and accessories, an expensive smart phone
and well maintained physique (BG-C10).

Hierarchically structured organisations usually pay to specialised members
of the organisation to perform these activities or pay to external actors
on fee-for-service base. Persons in charge of recruitment receive a
specific sum per new recruit and a bonus if she does well. The sums
reported were between €100-€250 and the bonus amounted at €500
(BG-C1, BG-C2, BG-C4). The money invested in recruitment activities
are considered as running costs for the business and are covered out of
the generated revenue (BG-C1, BG-C2, BG-C3 BG-C5, BG-C6, BG-CS,
BG-C10). Still, in some cases, sex workers can be “acquired” without any
direct financial cost — such as coercing or manipulating an independent
prostitute to work for the network (BG-C1, BG-C2, BG-C4) or in cases
where women seek out such employment themselves.

A common expense that is closely related to the recruitment stage are
the costs for make-over and personal care of the newly recruited victims.
Collected data suggests that these sums range from around €500 to
€1,500, which is used for brand clothing, accessories, cosmetics and
perfumery, among others (BG-C8, BG-C10, BG-C9, BG-C22, BG-C7). The
sum varies, since it depends on the modus operandi of the traffickers.
The outdoor segment is less demanding with regards to such expenses,
whereas for the indoor and the high-end prostitution segments these
expenses are integral. There are instances, wherein more expensive
manipulations such as plastic surgery might be invested in for high-end
sex workers (BG-C18).

Transportation costs, both domestically and abroad, apparently play
a minor role for the operations of Bulgarian traffickers, since Bulgarian
citizens are entitled to a visa-free travel in the EU and the costs of intra-
community travel have significantly decreased with the advent of low-
cost flights. At the domestic market, if the provision of the sexual service
necessitates transportation to another location, it is either covered by
the sex worker, or the procurer or is paid by the client on top of the
price for the session. Procurers might enter into specific arrangements with
taxi drivers or provide transportation themselves (BG-C17, BG-E3, BG-E6,
BG-E10). Regarding the transportation costs in cross-border trafficking all
interviewed respondents reported that these are usually covered by the
traffickers.
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The most substantial costs sustained by the traffickers are related to
the exploitation stage. These costs include lodging, expenditures for
client acquisition, monitoring and control of sex workers, protection,
concealment of criminal activities, corruption, and facilitation of money
laundering.

Client acquisition costs or in other words securing access to clients is
one of the most significant costs for trafficking operations. Depending on
the modus operandi these costs might include costs for acquiring access
to a profitable location on the street, a window in a red light district or a
place in a well-established adult club, brothel, and massage parlour. Online
advertising costs and payments to taxi drivers, hotel porters or concierges
for referring clients can also be generally put in this category.

Profitable locations in hotels, motels and clubs abroad and in Bulgaria
are often controlled by hierarchically structured groups and access to
these for other trafficking actors is usually granted upon certain fee
paid in advance (BG-C1, BG-C4, BG-C19, BG-C20, BG-E17). Even if the
location is not controlled by some organised crime group, traffickers
and pimps have to pay the hotels, motels and various hospitality
businesses in order to use their facilities for sexual services undisturbed
(BG-C15, BG-C17, BG-C4). In some arrangements the fee is flat and
irrespective of the prostitute’s earnings (BG-C4), whereas in other cases,
the hotel’s owner or manager receives a fixed fee (in one of the cases
€5 per client) for each client brought in the hotel (BG-C17).

Seasonal prostitution at hotels in resorts on the Black Sea coast seems
to be characterised by strong competition, which drives prices up,
while at the same time some hotel managers may require payment in
advance for the prostitutes to work in a protected environment with
access to clients. The fee for one prostitute to work in a Black Sea resort
hotel may vary between €2,500 and €3,125 (or €125 per night for a
beachfront hotel) per sex worker per month in advance (BG-C1, BG-C3).
The closer the hotel is to the beachfront, the higher the fee (BG-C3).
The fee for working in adult clubs is around €1,125 per sex worker per
month (BG-C6). Different payment modalities exist, depending on the
arrangement. In some cases, traffickers are required to pay a fixed fee
upfront. This might be entry fee which is followed by a monthly or
weekly payments (BG-C4). Alternatively, the lump sum covers stay for
a certain amount of time — e.g. on seasonal basis (BG-C19, BG-E3).
The amount differs depending mainly on the location and reputation
of the establishment. Hotels and clubs in top Bulgarian summer resorts
have been reported to cost BGN 4,000-7,500 (€2,000-€3,750) per
month (BG-C1, BG-C3, BG-C4, BG-C7). Smaller Bulgarian hotels or
motels which provide terrain by the hour for the outdoor segment of
the prostitution market might charge as little as BGN 5-10 (€2.5-€5)
per service (BG-C12, BG-C17).

Securing access to profitable windows, brothels, massage parlours and
similar establishments in the red light districts of western European cities,
where prostitution is legal, also often entails payment of fees in advance.
Some of the respondents indicated that in order to secure placement
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of a sex worker in such establishments traffickers have to pay a one-off
fee of €2,000-€3,000 to an established broker who has been active in
the business for a significant amount of time and possess the necessary
social and business connections (BG-E17, BG-E®6).

Another option for traffickers is to rent apartments or houses where
the women can work, wherein costs vary depending on the location.
According to one of the respondents, an apartment in Cologne, close to
the red light district, rented for several girls to provide sexual services
may cost around €550 per month (BG-C6). This option is more prevalent
in the indoor and high-end prostitution segments, and may be used in
both domestic and cross-border trafficking (BG-E3, BG-C6, BG-E6).

Finally, many trafficking organisations rely extensively on online adver-
tising for solicitation of clients. Various websites, social platforms and
online mobile applications are used to advertise the sex services. Online
advertising may cost from nothing to a few euro per week, which is
negligent compared to the fees for placement at brothels or similar sex
venues. Thus, the sex worker can provide the sex services in any rented
apartment, at the place of residence of the client or in any hotel. How-
ever, in high-end prostitution organisations, organisers may also invest
in marketing their “models”, i.e. increase their popularity, hence market-
ability, through investing in professional photo sessions, magazine covers
appearances, fashion shows, beauty pageants, among others (BG-E6).

Other client acquisition costs may also include payments to external
facilitators that refer clients. There is evidence that in a Bulgarian summer
resort, a trafficking network would pay €15 per secured client to taxi
drivers, hotel porters and casino workers (BG-E30).

Monitoring, supervision and control of sex workers are the other
type of costs associated with the exploitation stage, although they are
not always easily quantifiable. These costs are primarily related to the
strict accounting of the clients served and the due collection of the
pre-agreed portion of earnings from the sex workers. In more coercive
arrangements the tasks for monitoring and control also involve preventing
the victim to run away or turn to the authorities. Depending on the
complexity of the trafficking operation, these tasks may be performed
by the traffickers themselves or by other trusted persons. Independent
traffickers and members of loose networks often carry out these tasks
by themselves (BG-C10, BG-C13, BG-C17), although in loose networks
members could help each other from time to time (BG-C13). In family-
based organisations usually one of the family members is tasked with
this (BG-C14). In other words, they do not directly incur financial costs
for this, although they invest personal time.

Hierarchically structured organisations usually have trusted persons that
are managing the day-to-day schedule of the women, as well as the
daily collection of the earnings. Use of such supervisors and money
collectors also serves the purpose to conceal the direct link between the
sex workers and the organisers of the trafficking operation. In Bulgaria
the money that has been earned by the women is usually collected in
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cash daily by the persons in charge of protection and transportation of
women (BG-C1, BG-C2, BG-C3, BG-C4, BG-C6, Bg-C8, BG-C9, BG-C10,
BG-C20). In the high-end prostitution segment, these tasks were carried
out by the bookers, who are handling the contacts between the women
and the customers (BG-E6). Different modus operandi is used by Bulgarian
traffickers in western Europe, where this role is often assigned to some
of the trusted sex workers (the so called “first girl”), the managers of the
sex establishment where the victims are placed or the “madams” at the
windows at red light districts in Belgium and the Netherlands (BG-C5,
BG-C18, BG-C21, BG-C22, BG-C23, BG-E29). The amount of these costs
remains somewhat unclear, although some of the respondents reported
that the supervisors are paid a pre-agreed proportion from the earnings of
the sex workers they look after (BG-E6, BG-C3, BG-C5).

Closely related to monitoring and control are the costs for protection of
sex workers. Independent traffickers and family-based groups personally
take care of the safety of the women and their earnings from abusive
clients and rival competition (BG-C17). However, especially in the outdoor
segment they are often subjected to protection racket by larger organised
crime groups specialised in the use of violence (BG-12, BG-C14) and
one of the interviewed offenders reported that he pays about €8 per
night (or €60-€65 monthly) for each of his six workers working on the
street (BG-C17).

Similarly, members in loose networks are responsible for the sex works
they control but cooperate when they have to deal with rival competition.
Rather rare are occasions, when they pay for protection to external
persons (BG-C4). It should also be noted that, when traffickers pay for
placement of their sex workers at brothels or other sex venues, the
protection is included in the price or at least part of the pre-agreed
arrangements. Hierarchically structured groups usually have members
assigned with such tasks and, as mentioned above, they are often
also responsible also for monitoring and control of women, money
collection and transportation. Reportedly in such arrangements for every
five to six sex workers there are two persons performing the day-to-day
management, coordination, supervision and money collection (BG-CT,
BG-C2). Most of the hierarchical groups also seem to retain within their
ranks the so called “punitive brigades” that are part of the operating
group and on the monthly payroll and are specialised in use of violence
(BG-C7, BG-C10; BG-C18, BG-C19).

Corruption costs also generally fall into the category of cost of protection.
Different trafficking actors make use of corruption to different degrees,
corresponding to their specific needs. Corruption payments become much
more necessary in cases of incidents, complaints by family members and
initiation of investigations by the police and judicial authorities. Such
payments are made either directly or through the help of intermediaries.
Typical targets of corruption are law enforcement officers and to a
lesser extent judicial authorities (Bezlov et al., 2016). Many respondents
reported regular extortion fees imposed by police officers to outdoor
and indoor sex workers and their procurers in Bulgaria (BG-C12, BG-CT15,
BG-C16, BG-C17, BG-C19).
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TABLE 1. EXAMPLES OF COSTS ASSOCIATED WITH STARTING AND RUNNING
A TRAFFICKING OPERATION

Make-over costs | from €1,500 Hairdresser, brand clothing,
accessories, cosmetics, etc.

Logistics | from ~ €100 Airfare to a major western
European city with
a low-cost airline

Logistics Il from ~ €120 Single bus fare from Sofia to
major western European city

Interest rates | 10% to 20% When borrowed from the wider
per week trafficking network
Money transfer fees €10-€100 Per transaction, depending

on the amount sent

Use of a hotel room with €3-€5 per session hotel, low segment, inner city
a client per hour

Advanced payment for placement €2,500 to Bulgaria, Black Sea resort hotel
of one sex worker in a hotel €3,125 per month
with access to clients

Hotel rooms rental €1,000 per week In major western European city,

(permission to do business) per sex worker depending on the hotel

Red-light district window rental from €500 per week Red-light district (major Belgian
and/or Dutch city)

Source: Interviews and authors’ online research.
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Hierarchically structured groups sustaining more sophisticated trafficking
operations incur additional costs related to the concealment of their
activities from the authorities. In the high-end prostitution segment such
costs may include investing in elaborate schemes of legitimate business
structures — appointment of straw persons for owners and managers,
registering front businesses such modelling or fashion agencies, and
organizing model castings, fashion shows, advertising campaigns, among
others (BG-E6). However, use of legitimate business structures is not
limited to this segment. Criminal groups, which invest in and control
adult clubs, massage parlours and similar establishments employ similar
methods and register bogus companies with straw persons appearing as
owners and managers. Women working in such adult clubs, hotels and
other establishments have labour contracts as dancers, masseuses, office
assistants or housekeepers (BG-C1, BG-C5, BG-C9). Using such legitimate
companies as a front also entails a number of other costs typical for all
normal legitimate businesses — office rents, accounting and legal services,
utilities, staff salaries, etc. In recent years, trafficking networks that have
established a foothold abroad also exhibit trends of attempting to use
legitimate business structures through renting or investing in bars, clubs,
restaurants and sex establishments in various western European cities
(BG-E16, BG-17, BG-E19).

3.4. PROHFITS AND PROHIT SHARING

As with the costs for doing business, the revenues from trafficking
operations vary depending on the modus operandi of the traffickers
and the market segment in which they operate. Prices for sex services
fluctuate from one market segment to the other, as well as on the
domestic prostitution market and abroad. Sex workers in the different
market segments also tend to handle different number of customers.
Furthermore, the profit sharing arrangements between the traffickers and
the sex workers also vary depending on the modus operandi.

The prices in the domestic market are significantly lower compared to
the prices abroad. The sex workers in the domestic outdoor segment,
which work on the street or bring their clients in low-end motels or
hostels, charge between €7-€15 depending on the service (BG-C12,
BG-C17). Services in the indoor segment performed in clubs, hotels,
rented apartments and private residences cost between €50 and €200.
In summer and winter resorts the prices might go up to €200 per
session. The high-end prostitution segment, which includes women
procured to rich clients by model agencies can range from €300-€500
(BG-E6), depending on the length of sessions (e.g. 2-4 hours, overnight
stay or weekend). Abroad, the prices vary in the different countries
(e.g. prices in Greece are lower than prices in Germany) and depending
on the location (e.g. window prostitution vs. call girl services). The
prices in the outdoor segment are €30-€50 per session depending
on the type of services provided (BG-C7, BG-C23). The prices in the
indoor segment fluctuate significantly — from €50-€100 per hour for
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low-end motels or hotels (BG-C1, BG-C4, BG-C11, BG-C16, BG-C22)
to €150-€400 for red light district windows, rented apartments and
well-placed hotels (BG-E6, BG-C6, BG-C7, BG-C8). Prices of high-end
sex workers abroad start from €400 up to €3,000 but they also have
longer engagements — e.g. over-night stay, weekend, etc. (BG-C9, BG-C18).
Regular customers can receive discounts on sex services, usually about 5%
(BG-C5, BG-C9).

Sex workers in different market segments also handle different number
of clients. Whereas a sex worker in the outdoor segment will handle
7-20 clients per day (BG-C7, BG-C8), clients in the indoor segment are
usually between two and six men per day (BG-C4, BG-C6, BG-C7,
BG-C20). High-end escorts work with between one and six clients per
week (BG-E6, BG-C9, BG-C18). The women usually work five-six days
per week (BG-C16, BG-C19, BG-C23). The number of clients fluctuates
from sex worker to sex worker but also depends on a number of other
factors — location, day of the week, season; therefore, traffickers are
constantly looking for more profitable locations or better performing sex
workers. Nevertheless, according to the accounts of several interviewed
traffickers operating in the indoor segment abroad, the average monthly
revenue from a sex worker is in the range of €15,000-€45,000 (BG-ES,
BG-C1, BG-C3, BG-C4, BG-C7, BG-C9).

Revenue sharing arrangements differ depending on the type of the
trafficking organisation and the modus operandi of the traffickers.
Independent traffickers and family based groups more often tend to
withhold all earnings from the sex workers under different pretexts —
either because the trafficker and the victim have some kind of intimate
relation and he pretends to look after the “family money,” or because
the traffickers pretend to collect and safeguard the money on behalf
of the victim until she returns to Bulgaria (BG-C14, BG-C15, BG-C21,
BG-C22, BG-C23). In many of these cases deception, manipulation,
coercion and even physical violence against the victim are also used
by the traffickers. The procurer in this case will cover all costs of the
trafficking operation from the earnings of the sex workers and keep the
profit for himself.

Hierarchical groups and loose networks as a rule employ less often
coercive methods and pre-negotiate the split of the revenues with the
sex workers. The interviewed respondents reported different proportions
of earnings, which the sex workers are allowed to keep. The share of
earnings remaining in the sex workers oscillated between 20% and 50%.
Most respondents report that the traffickers are supposed to cover all
related expenses from their share — acquisition of clients, protection and
monitoring, transport and lodging. In general, gifts and tips received by
the sex workers are usually kept by them (BG-C4, BG-C6, BG-C8). Sex
workers who generate more revenue can also be rewarded with a bonus
by the traffickers — either with an increase in the share of earnings they
are allowed to keep (although this never goes above 50%), or other
perks such as an extra holiday (BG-C9). In some of the hierarchically
structured organisations, some of the key members of the group are also
allowed to receive a share of the revenues generated by the sex workers.
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For example, in one of the cases involving a modelling agency used as
a cover for prostitution, the person who handled the contacts between
the women and the customers received 10% of all earnings (BG-E6).
Another respondent reported that as a supervisor of six sex workers, he
was receiving 20% of their earnings (BG-C3).

Hierarchically structured organisations, which controlled brothels or other
sex venues (especially such in a profitable location), follow a different
arrangement for profit sharing. Instead of pre-agreeing on the split of
the earnings, they demand a fixed advanced payment. For example,
organisations controlling erotic clubs at Sunny Beach resort in Bulgaria
demanded an advanced payment of €7,500 per sex worker for three
months during the summer season (BG-E3, BG-C20). Similar arrangements
based on advanced payments ranging from €2,500 to €7,000 on a
monthly basis were reported about hotels, adult clubs in other resort
areas and abroad (BG-C1, BG-C2, BG-C3, BG-E6, BG-E17). The advanced
payments supposedly cover their costs for renting the venue, providing
protection against violent clients, rival groups and state authorities. The
beneficial owners of such well-located adult clubs at the Bulgarian sea
coast reportedly receive about €30,000 on a monthly basis in the form
of rent (BG-E3).

The enforcement of the revenue sharing arrangements are very strict and
traffickers often impose tight daily accounting and control. For example,
when the appointments with clients are made through the internet,
the persons in charge of protection and revenue collection are granted
access to the profiles of the women and sometimes communicate with
the customers directly (BG-C1, BG-C2, BG-C3, BG-C5, BG-C8). In other
arrangements, sex workers have supervisors who closely account for their
clients and earnings on a daily basis. Women who are caught trying to
hide revenue are penalised with working for a certain amount of time
without receiving any compensation (BG-C1, BG-C3, BG-C5, BG-C20). In
rare cases they might be subject to physical violence, although it appears
that this method is generally avoided, as well as the withholding of all
earnings of the women. One trafficker, who used to be part of a larger
network, notes: “There should be control but never through violence. |
have always managed through conversations, good treatment and money,
50/50, always. If the girl wants, she can let you have all the money, but
it is advisable to go 50/50” (BG-C10). The use of violence might prompt
sex workers to go to the authorities (BG-C22).

The methods for money laundering and the re-investment of
proceeds from human trafficking are rarely sophisticated, especially
in the case of independent traffickers and loose networks. Moreover,
much of the money is spent on a lavish lifestyle or supporting a drug
habit. Money is returned to the country and laundered through the
purchase of designer clothing, electronics and automobiles, often of
luxury brands (BG-E10; BG-E13; BG-E14). The traffickers operating in
the outdoor and low-priced indoor segments of the prostitution market
and many independent traffickers appear to use simple trade-base
money laundering such as purchasing and re-selling of easily tradable
goods. These include mostly cars and gold, which are brought in and



184

FINANCING OF ORGANISED CRIME: HUMAN TRAFFICKING IN FOCUS

sold in Bulgaria (BG-C7, BG-C10, BG-C11, BG-C12, BG-C13, BG-C15).
Other consumer goods, e.g. stolen electronics, are also bought cheaply
and subsequently resold (BG-C7). Purchasing real estate and land in
Bulgaria remains popular both for traffickers and sex workers, and most
of the interviewed offenders and sex workers reported such.

Traffickers who are part of more sophisticated organisations reportedly
often invest in various commercial establishments such as restaurants, small
shops, hair salons (BG-C1, BG-C6, BG-C11). Investments into legitimate
enterprises can serve a number of purposes — laundering of proceeds,
providing a legitimate reason for residing abroad, recruitment of new sex
workers — e.g. hair salons and massage parlours (BG-C1, BG-C10). Value
transfers in the form of multiple donations and/or re-sales through a ring
of dummy recipients are also reported to be employed in laundering
proceeds from trafficking (BG-C10). Organisers in hierarchically structured

FIGURE 3. TYPICAL FLOWS OF THE PROCEEDS OF TRAFFICKING

Clients

Sex workers

1

Family

Bank
_—
. 00

0> ) [ )

> ' { '
°r

[ ] @

Traffickers o ' '

0= Dummy accounts
0=
Hotels, clubs,
landlords

_/ K \—/ BENTLE’Y’

4§ Auol
=0

Money laundering




FINANCING OF TRAFFICKING IN HUMAN BEINGS IN BULGARIA 185

groups, on the other hand, engage in developing more sophisticated and
diversified legitimate business portfolios with multiple stakes in sectors
such as hospitality, construction, agriculture, jewellery trade, fitness gyms,
etc. (BG-C1, BG-C3, BG-C9). Construction works in and around popular
winter and summer resorts as well as larger cities is a widely used
method of laundering (BG-C6, BG-C16).

Generally, most of the proceeds are invested and laundered in Bulgaria
but a tendency to invest abroad is beginning to be discerned (BG-E5).
Previous research showed that in the first half of the 2010s there had
been many instances of investment in real estate in Greece, Cyprus,
Spain, ltaly, and Germany (Bezlov, et al., 2016). There are strong
indications of a positive relationship between the sophistication of an
OCG and its propensity to invest in real estate and businesses abroad,
both as cover and investment for trafficking sustainability and expansion.
These may include bars, clubs, and cafes, used often for criminal social
networking and/or provision of sexual services (BG-E5, BG-E6, BG-E7,
BG-E17, BG-E19). Some experts opined that there is development of a
similar trend among independent traffickers as well (BG-ES8).

4. THE ROLE AND IMPACT OF THE INTERNET ON HUMAN
TRAFFICKING ACTIVITIES AND FINANCES

The extensive penetration of internet-based services such as (@nonymised)
instant messaging and social networking websites, has impacted on sex
trafficking in Bulgaria and abroad in a variety of ways. First of all,
online advertising has created opportunities to lower costs for client
acquisition, since it reduced the competitive advantage of having access
to established and profitable locations. Thus, especially in Sofia and
abroad, it effectively contributed to the gradual disintegration of the
existing cartelisation and control of the sex service market by organised
crime and the increasing share of independent procurers and sex workers
(CSD, 2012). Furthermore, it also allowed to expand the pool of potential
new recruits, since it provided a whole new bundle of opportunities to
target and reach out to potential victims (CSD, 2017). However, internet
has also increased the risk for independent traffickers and sex workers,
since they can be easily traced and eventually targeted by hierarchically
structured groups, other rival competitors or law enforcement authorities.
The latter is especially true for cities with relatively small prostitution
markets (BG-C1, BG-C4, BG-C8).

Data from the interviews suggests that the reliance on and use of
the internet for sex trafficking, including recruiting and customer
base development, is anchored in the interplay of assessments for
trustworthiness, opportunism and caution of exposure. For example,
whereas the internet may present countless opportunities for recruitment
and clientele expansion it is void of the typical offline mechanisms for
establishing trust. This is why, it is not surprising that both traffickers
and sex workers among interviewed respondents exhibit diverse attitudes
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toward the online environment depending on subjective preferences and
risk perceptions, as well as experiences with rival competitors and law
enforcement encounters (BG-C10, BG-C13). Utilisation of online services
such as dating sites, social media and specialised websites differs greatly
among the respondents, whereby both extremes of the spectrum are
involved, e.g. no use versus exclusive use. Apparently, for some operations
the internet proves sufficiently valuable so as to expand the network by
including external facilitators, such as IT experts, thereby ensuring that
the traffickers are able to fully enjoy the benefits and minimise the risks
of internet exposure.

Internet services are primarily used for client acquisition and interviewed
respondents provided a variety of examples how they are utilised. Many
independent traffickers and sex workers rely on various online channels
to market their services and solicit clients. One of the respondents
reported extensive use of social networks to expand clientele, although
new clients were usually accepted upon prior reference by already
known clients (BG-C16). Data suggests that social media accounts
(usually with fake names) are used for customer solicitation, whereby
sex workers engage in maintaining flirtatious communication with their
clients (BG-C16, BG-E10). At least one account shows that sex workers
may organise themselves into Facebook groups, wherein sexual services
are negotiated and arranged with customers within the social media
service (BG-C17). There are also reports that Facebook pages are being
created where girls advertise their legal front business, such as massage
services (BG-C5, BG-E10). In online offering and negotiating of sexual
services the details of the transaction are usually carried out through a
conversation over Skype or anther medium which allows the customer
to be seen and assessed for reliability (BG-C2, BG-C4).

Organised trafficking and prostitution networks also tend to use the
internet for client acquisition, as well as for sex worker supervision and
control. Victims may be instructed to register accounts and profiles on
online dating sites that are popular in the country where they work, such
as Badoo, elove Dates, Tinder (for Western Europe) and Gepime, Elmaz,
Adam and Eva (for Bulgaria) (BG-C8, BG-C2, BG-C1). The accounts are
controlled by the traffickers, whereby in some instances the organiser will
hire an expert to deal with the technical details of account management,
including for profiles in social media such as Facebook (BG-C8, BG-C6,
BG-C1, BG-C5). Such experts are usually external to the network and are
not involved on a full-time basis (BG-C5). The control and supervision
activities include operating with the sex workers” accounts, messaging on
their behalf, instructions not to delete chat messages with clients, regular
inspection of the contents of chats, among others (BG-C8, BG-C1, BG-C3).
Thus, apart from everything, ICT technologies have also reduced costs for
supervision and control.

Hierarchical organisations, are also known to take advantage of internet
to trace and recruit independent sex workers who use online dating
sites to increase their exposure and popularity. The recruiters would
regularly scan the known websites used for offering incognito sexual
services and identify potential new recruits to be convinced to join the
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network. Once a victim is identified then the typical recruitment tactics
of manipulation and coercion will ensue (BG-C1, BG-C4). Some of the
interviewees were of the opinion that independent offering of sexual
service through online dating and other sites is a short-term experience
lasting up to several months. Then the independent sex worker is usually
spotted by some local criminal group or network and they will instantly
make efforts to recruit her/him (BG-C8, BG-C3).

This is why a large group of traffickers and sex workers are cautious about
using the internet actively for their operations because of uncontrollable
exposure to the public, including rival competitors and law enforcement,
and the perceived benefits of their own proven offline business model.
Therefore, many consider face-to-face arrangements and negotiations to
be more trusted, safe and reliable than internet-based communications,
and therefore avoid online activities as a part of their risk-aversion
strategy (BG-C10, BG-C12, BG-C13, BG-C14, BG-C15, BG-C21, BG-C22,
BG-C23).

5. FINANCIAL INVESTIGATIONS OF THB CRIMES:
CHALLENGES AND GOOD PRACTICES

Trafficking in human beings is a highly profitable criminal activity,
which is driven by both profit and demand, thereby vyielding significant
proceeds. This has prompted the European Commission to emphasise
to members states the need to follow the money in THB investigations.
Article 9 of the Anti-trafficking Directive provides that member states
shall take all the necessary measures to ensure that effective investigative
tools are available to investigation and prosecution authorities, and that
investigation and prosecution should not be dependent on reporting or
accusation by the victims.”

Nevertheless, the deficiencies in the Bulgarian authorities’ investigative
capacity to tackle complex financial crimes and conduct effective
financial investigation remain endemic in the responsible enforcement,
investigative and prosecuting structures. The insufficiencies have been
ascertained in external evaluations, as well as recognised internally. With
regard to investigating and prosecuting money laundering (ML) offences,
the Prosecutor’s Office concedes in its 2017 annual report that such
cases are problematic due to infective prosecutorial supervision over
ML investigations; transfer of cases to the regional prosecution offices,
which leads to re-assignment and delays of investigations; difficulties in
evidencing the predicate offences and submitting indictments to the
courts; insufficient efforts toward the thorough and timely identification
and seizure of the assets of the investigated entities and/or natural
persons (IMPb, 2017). A study by the Structural Reform and Support
Service (SRSS) of the European Commission in 2016 concluded that “there

7 Directive 2011/36/EU of the European Parliament and of the Council of 5 April 2011 on
preventing and combating trafficking in human beings and protecting its victims, and replacing
Council Framework Decision 2002/629/JHA, OJ L 101, 15.4.2011.
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is a big gap in expertise in modern financial investigative techniques in
Bulgaria by law enforcement” (SRSS, 2017, p. 23). With regard to police
investigations related to ML, the report further notes that the police lack
their own financial experts and often rely of external specialists with
minimal financial qualifications and experience sufficient to “translate”
and interpret financial documents, but inadequate to conduct or facilitate
a full-fledged financial investigation (SRSS, 2017).

The difficulties with conducting financial investigations and bringing
complex financial crimes to court are reflected in the national judicial
statistics. Sentencing ML in Bulgaria remains low when compared to
other types of crime (see Table 2). It should be noted that the practice
of initiating the financial investigation simultaneously with the criminal
investigation, remains rarely used in the country (CSD, 2017). At the same
time, investigating and proving ML offences in court remains challenging.
This is confirmed by the low volume of ML sentences, compared to
other types of crimes, despite the fact that the majority of crimes are
profit-driven and employ ML mechanisms in the various stages of the
laundering process (CSD, 2017).

TABLE 2. SENTENCING OF SELECT OFFENSES IN BULGARIAN CcOURTS IN 2016

Corruption

Human trafficking

Money laundering

Counterfeit currency and
payment instruments

Total

Source:

Prosecutor’s Office, 2016.

2,631 2,025

The volume of suspicious transaction reports received by the country’s
financial intelligence unit — the Financial Intelligence Directorate at
the State Agency National Security — and the number of registered
money laundering indictments in a year may be cautiously considered
as another proxy indicator for the effectiveness of the financial
investigation environment in a country. In 2016, the Directorate registered
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2,987 suspicious transaction reports, while in the same year 14 ML
indictments were registered in Bulgarian courts by the prosecution
(SANS, 2017; TIPB, 2017).

Data from the conducted interviews largely depicts a general environment
of deficiency in financial investigations, while adding valuable specific
insights into the particulars of THB investigations. As a rule, financial
investigations are mostly conducted on a case-by-case basis, rather than
systematically and are often limited to asset recovery investigations,
which fall under the remit of the Commission for Combatting Corruption
and lllegal Assets Forfeiture.® Most often financial investigations arise out
of joint investigation teams and other international frameworks for law
enforcement assistance. Financial investigation is still considered as an
area for specialised experts, rather than an integrated method to be used
within the investigating authorities.

Many of the above mentioned deficiencies are rooted in the current
structural and functional models of the responsible institutions and
specifically GDCOC and the Prosecutor’s Office. Following the series
of re-structuring of the GDCOC, currently the Directorate has a highly
centralised structure with limited resources for carrying out independent
investigations at the local level. The investigative powers and expertise
remain centralised in Sofia, thereby resulting in most major and complex
cases being investigated from Sofia, wherein many investigations lose the
advantage of having on-site specialists with expert local knowledge and
situational awareness (BG-E5).

All ML expert operatives of the agency are concentrated at the GDCOC
HQ in Sofia, wherein a limited number of experts have to cover ML
investigations related to all organised crime activities. Reportedly the
financial investigations related to THB cases are two or three annually
and usually are conducted within joint investigation teams or within other
international mutual police assistance arrangements (BG-E2). Generally,
the assumption is that financial investigations have a role in cases
related to cross-border trafficking, whereas the cases related to domestic
trafficking fall in the remit of the Commission for Combatting Corruption
and lllegal Assets Forfeiture (BG-E2). In many cases, the lack of sufficient
resources and in-house expertise at GDCOC limit the scope of financial
investigations, particularly those with strong international dimensions, to
simple network analysis such as tracing cross-border payments via money
transfer services. Usually, no further analysis is undertaken (BG-E2).
Investigations on the use of legitimate business structures for concealing
criminal activities and proceeds of crime is also hampered due to the
legal restrictions on access to tax information by law enforcement officers
(BG-E2). Insufficient staffing and lack of specialisation of investigating
police officers generally leads to disregarding the financial aspects of
THB (BG-E5).

Structural and functional impediments impact also the work of the
Prosecutor’s Office. Currently, cases related to money laundering

8 Operational since 19.01.2018, previously Commission for lllegal Assets Forfeiture.
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involving organised crime are handled by the Specialised Prosecutor’s
Office, whereas all other cases fall into the remit of the Regional
Prosecutor’s Offices. However, the most recent data indicates that for
2016 the Specialised Prosecutor’s Office had initiated only five new pre-
trial investigations on money laundering, whereas the biggest portion
of such investigations is handled by the Sofia City Prosecutor’s Office
(NMPB, 2017).

Part of the problem is the functional division of tasks within the
prosecution in Bulgaria, wherein cases of human trafficking are usually
handled by the District Prosecutor’s Offices and money laundering cases
by the Regional Prosecutor’s Offices. Similarly, in the Special Prosecutor’s
Office usually the ML investigation is separated from the one for the
predicate offence and tasked to a different prosecutor. The Specialised
Prosecutor’s Office, like GDCOC, is a centralised structure and does
not have any regional offices, which among other things ensues various
logistical and practical impediments, when pre-trial investigations outside
Sofia need to be handled.

The usual practice during pre-trial investigations is that the financial
investigation materials are separated by the materials on trafficking in
human beings and compiled into a separate file. The ML file is then
handled by a different prosecutor at the Regional Prosecutor’s Office or
at the Specialised Prosecutor’s Office, as per the functional and structural
requirements of the workflow in the prosecution (BG-E2, BG-E3, TP,
2017). This leads to interruption in the investigative work, which results in
a low number of completed ML investigations. Moreover, the structural
requirement of separating the prosecutorial authority over the predicate
and the ML cases, from the regional to the district prosecution office, may
decrease the incentive for collecting evidence for financial investigation in
the original predicate prosecution. To further complicate the situation, in
many cases judges require a conviction for the predicate offence in order
to consider a ML case (BG-E3).

The system for random assignment of cases in the prosecution has
also had the unintended consequence of hampering efficiency of ML
investigations. This system was implemented with the main purpose
of preventing corruption, conflicts of interest and influence trading.
However, in terms of the quality of investigating practices the random
assignment system may prove to have a detrimental effect as it appears
to hinder specialisation among the magistrates. Firstly, the system allows
for highly complex and sophisticated cases to be randomly assigned to
inexperienced prosecutors, thereby jeopardising a successful investigation
(SRSS, 2016). Secondly, the random assignment means that a prosecutor
may not be able to develop practical experience and expertise in ML
cases, as there is no assurance that the prosecutor would continue to
work in that specific crime field. This also proves particularly important
in financial investigations, e.g. money laundering, which may require
specific skills and expertise often gained exclusively through experience
(BG-E15).
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6. CONCLUSION AND RECOMMENDATIONS

Human trafficking remains one of the most important sources of revenues
for the Bulgarian organised crime. Although in the last decade the market
has fragmented and decentralised, and the share of the independent
traffickers and sex workers increased, it still remains largely controlled by
organised crime. However, the modus operandi of all trafficking actors
has shifted away from the violence and coercion towards the use of
subtler methods involving economic incentives. The extensive penetration
of the ICT and the steady growth of internet use have played an
important role for these recent developments. Among other things, they
have contributed to a significant reduction of client acquisition cost for
trafficking operations.

The current analysis examined in-depth the financial underpinnings of
the human trafficking both at the domestic market and abroad. There
is a widely shared belief that human trafficking is practically low-cost
criminal activity bringing huge profits, wherein market entry does not
require any particular investment. The collected information to a large
degree refutes this common myth at least in the Bulgarian context.
Certainly, recruitment and transportation costs can be negligent to none,
but the exploitation stage does require initial investment, especially if it
is expected to generate sufficient revenue. A big competitive advantage
of Bulgarian traffickers is that being EU citizens they can enjoy visa free
travel and low-cost transportation. However, client acquisition costs can
be substantial, particularly for access to high profitable locations such as
placement in an adult club at the sea coast resorts. Internet does provide
an alternative and can significantly lower costs for client acquisition,
but on the other hand it raises risks related to encountering abusive
clients or coming across with rival competitors or extortionists. Thus,
it also increases cost for protection. Expanding business is also related
to additional costs for monitoring and control a larger number of sex
workers, as well as costs for concealment of criminal activities, for example
through establishing legitimate businesses as a cover. Nevertheless, the
collected data indicates that social capital can alleviate or significantly
reduce many of these costs for new-starters or provide them with the
needed credit line to enter the business.

The extensive penetration of ICT services in prostitution markets
have not changed much with regard to settlement of payments. Cash
transactions still dominate trafficking business, whereas both payments
from clients and within trafficking groups or networks remain in cash.
The character of the money flows to a large extent predetermines the
low sophistication of money laundering methods used by traffickers —
money is moved across borders via non-bank money transfers and
recently more often via money couriers. Subsequently, the money
is invested in real estate and cash-intensive businesses. Trade-based
money laundering is also commonly used. The analysis also shows a
newly emerged trend of criminal entrepreneurs investing their proceeds
in the destination countries, especially in assets that allow them to
expand their business — brothels or various hospitality businesses that
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are used as a cover for provision of sexual services (e.g. restaurants,
cafes, hotels, etc.).

The changing nature and growing sophistication of trafficking operations
is posing new challenges to the law enforcement and judicial authorities
of the country and apparently the latter are not fully equipped to meet
them. This is particularly true with regard to financial investigations,
which lags behind due to a variety of impediments, such as the lack
of sufficient resources and existing functional and structural gaps in the
institutional setup.

Drawing on the analysis the following recommendations could be drawn:

1. A side effect of the growing use of legal business structures to
enable and facilitate THB for sexual purposes is a higher level of
sophistication of criminal finances as licit and illicit financial flows
become intertwined in the process of money laundering. These new
trends are coupled with lack of financial investigation expertise in law
enforcement, which is currently compensated by contracting of external
experts with uncertain expertise and efficiency (SRSS, 2017). In order
to address this, recruitment, training, and deployment of additional
police officers able to conduct complex financial investigations is
much needed.

2. The current institutional setup and particularly the functional division
of tasks within the prosecution, whereby investigations of predicate
and ML offence are usually handled by different prosecutors, hinders
parallel financial investigations, which are paramount for the timely
tracing and freezing of criminal assets. In this regard, the follow-the-
money doctrine should be institutionalised so that ML investigations
are conducted in parallel with all THB investigations. This could
be achieved through establishing working mechanisms for better
coordination within the prosecution, as well as with other relevant
institutions such as the Commission for Countering Corruption and
lllegal Assets Forfeiture.

3. Furthermore, a modification of the random allocation principle at the
Prosecutor’s Office should be considered to ensure that casework
on ML offences is managed and supervised by prosecutors with the
appropriate experience and skill-set.

4. To ensure the early identification and freezing of relevant assets,
especially in organised crime cases, the lead prosecutors at the
Specialised Prosecutor’s Office need to supervise both criminal and
financial investigations more proactively by instructing suitably trained
officers to collect the relevant financial evidence and ascertain the
full extent of the assets of suspects. Where appropriate, this should
be undertaken in conjunction with the Commission for Countering
Corruption and lllegal Assets Forfeiture. Establishing regional departments
of the Specialised Prosecutor’s Office is also advisable to speed up
collection of evidence and improve coordination and monitoring.

5. Forfeiture of illegal assets is a major and indispensable tool in the
combating of organised crime. The international experience shows that
structures with a remit to investigate illegally acquired assets are best
institutionally and operationally situated within the prosecution or the
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police. In Bulgaria, the structural approach to illegal asset seizure has
shifted sharply away from best practices and into an unprecedented
and ambiguous merger of responsibilities to include assets forfeiture,
conflict of interest and anticorruption into one mega structure.
Consideration should be given to bringing assets forfeiture within the
remit of institutions charged with investigating and prosecuting the
predicate offences supposedly yielding the proceeds to be seized.
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LIST OF ABBREVIATIONS

ICT information and communication technologies

GDCOC Directorate General Countering Organised Crime

GDP gross domestic product

GRETA Group of Experts on Action against Trafficking
in Human Beings

Mol Ministry of Interior

ML money laundering

OCG organised crime group

SANS State Agency National Security

THB trafficking in human beings
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LIST OF INTERVIEWEES

Pimp (male) Recruitment, client acquisition, money mule

BG-C3 Pimp (male) Security, money collection, customer acquisition
and sometimes recruitment

BG-C5 Prostitute (female) Worked in Plovdiv, on a Bulgarian winter resort
and at seaside

BG-C7 Pimp (female) Recruitment, security (but not muscle)

BG-C9 Prostitute (female) Worked in Plovdiv and Saint-Tropez, France

BG-C11 Pimp (multiple, male) Recruitment, transportation, money laundering,
corruption payments

BG-C13 Pimp (male) Security, money collection, organisation

of accommodation abroad, transportation,
money laundering, corruption payments

BG-C15 Pimps (male and female) Securing working terrain, recruitment,
money collection, corruption payments

BG-C17 Pimp (male) Security, securing working terrain, money
collection, corruption payments

BG-C19 Prostitute (female) Worked in Sofia



196 FINANCING OF ORGANISED CRIME: HUMAN TRAFFICKING IN FOCUS

BG-C20 Prostitute (female) Worked in Sofia and at the Bulgarian seaside;
dabbled briefly in recruitment

BG-C22 Prostitute (female) Worked in Bulgaria and Norway

BG-E1 Police officers Regional Directorate Combatting Organised Crime,
Rousse

BG-E3 Prosecutor; police officer Regional Prosecution, Regional Directorate

Combatting Organised Crime, Bourgas

BG-E5 Police officer Head of sector, General Directorate Combatting
Organised Crime

BG-E7 Prosecutor Specialised Prosecution

BG-E8  Posecuor  Regonal Prosecution Rousse
BG-E9 Prosecutor District Prosecution Plovdiv

BGEI0  Prosecuor  Regonal Prosecution Plovdv
BG-E11 Social worker NGO, Pazardzhik

BG-E12  Police officr  Regional Directorate Combatting Organised Crime -
BG-E13 Prosecutor District Prosecution, Dobrich

BG-E15 Prosecutor Regional Prosecution, Dobrich

BG-E17 Police officer Regional Directorate Combatting Organised Crime;
Sliven
BG-E19 Former police officer Retired Director of Directorate Combatting

Organised Crime

BG-E21 Former police officer Deputy Director, Regional Directorate Combatting
Organised Crime, Varna

BG-E23 Prosecutor Regional Prosecution Pazardzhik

BG-E25 Police officer Police Internal Investigations Directorate
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BG-E26 Police officer Regional Directorate Combatting Organised Crime,
Plovdiv
BG-E28 Prosecutor District Prosecution Sliven
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FINANCING OF TRAFFICKING IN HUMAN BEINGS

IN FRANCE

Trafficking in human beings (THB) for sexual exploitation' is one of the
most prevalent types of individual exploitation and it is a major concern
in France. Despite the long existing awareness of this phenomenon,
often linked to increasingly structured criminal organisations, it has not
stopped evolving and adapting to ensure its permanence (FR-E2). Taking
advantage of the pauperisation of some populations throughout the world
and allowing victims to hope for quick earnings, criminal structures hire,
transport, handle and profit more and more from the sexual exploitation
of their victims. France is both a country of destination and a country of
transit for these organised groups, “who use the free movement of people
principle within the Schengen area to enable the circulation of their
victims throughout a large part of the Europe” (SIRASCO, 2016; FR-ET1).

Since its creation in 1958, the Central Office for Combating Human
Trafficking (OCRTEH) of the judicial police conducts investigations on
acts of procuring and human trafficking for sexual exploitation and draws
up, from the data gathered by services dealing with this phenomenon, its
evolution and main trends. According to these trends, in the last decades
transnational criminal organisations have specialised in the trafficking
of human beings for the purpose of prostitution, thus occupying the
place left vacant by the French “traditional milieu” (FR-E3). Being highly
structured, they recruit the victims in their country of origin. Young
women, most of whom have no family ties and do not speak the French
language, when in France most often live without any residence permit.
They must pay back to the criminal network the very high cost of their
irregular immigration (FR-E4). The women are forced, sometimes through
physical violence, to prostitute themselves at extremely low rates and
under very precarious material and sanitary conditions. This is particularly
the case for Nigerian networks or for criminal organisations from the
Roma community (Romanian and Bulgarian), who then repatriate all
profits generated in their respective countries, by money transfers, by
money couriers or other informal value transfer systems working in their
community (FR-E3).

The offense of trafficking in human beings is indeed not much utilised
by the magistrates who prefer to pursue for aggravated procuring, which
is considered simpler to identify and better defined by the case law
(FR-ET1).

' Provisions implementing Directive 2011/36/EU of the European Parliament and of the Council

of 5 April 2011 on preventing and combating trafficking in human beings and protecting
victims. The French law is too recent to reflect the reality of THB linked with the exploitation
of forced labour. Thus, it is complicated to evaluate the magnitude of that phenomenon.
Unsurprisingly, there is no official data. The Committee Against Modern Slavery, a French
NGO, is trying to set up a database but it suffers from methodological weaknesses. Likewise,
the central office combating illegal labour is struggling to gather robust data (GRETA, 2017).
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If the French legal framework, de facto authorises prostitution by not
mentioning it in the Penal Code (Mainsant, 2008), it enforces the ban of
procuring and recently the prosecution of the clientele.

From procuring to aggravated procuring:

® The act of procuring alone is the offence provided for in article 225-5 of the Penal Code, without
the addition of at least one of the aggravating circumstances listed in article 225-7.

Insofar as only one circumstance is enough to cause the aggravation of the penalty, there are
very few simple procuring cases. Thus it is extremely common that an investigation opened on
the basis of procuring continues on the basis of aggravated procuring. The most frequent causes of
aggravation and the easiest ones to demonstrate are the plurality of perpetrators or victims, the use
of a telecommunications network and the use of force or fraudulent manoeuvres.

The definition of human trafficking (article 225-4-1 of the Penal Code):

e |t is defined as the act performed in exchange for remuneration, promise of remuneration or any
other advantage, to hire a person, transport, transfer, and host or accommodate said person to
make them available to oneself or to a third party, even unidentified, in order to either allow to
be committed against this person offenses of procuring, aggression, sexual violence, exploitation of
panhandling, working or living conditions counter to their dignity, organ trafficking, or to force this
person to commit any crime or offense.

Since the Second World War, France has adopted several international
conventions regarding human trafficking for sexual exploitation purposes:

e The 1950 United Nations Convention for the Suppression of the Traffic
in Persons and of the Exploitation of the Prostitution of Others;

e The year 2000 additional protocol (the Palermo Protocol) to the
United Nations Convention against Transnational Organised Crime
(UNTOC);

e The 2005 Council of Europe Convention on Laundering, Search,
Seizure and Confiscation of the Proceeds from Crime and on the
Financing of Terrorism (the Warsaw Convention).

More recently, the European Directive 2011/36/UE on human trafficking
and its prevention has led France to define the components of the THB
offence. Thus, the August 5, 2013 laws transposed in the Penal Code
under article 225-4-1, the definition of the offence as the act of “hiring a
person, transporting, transferring, hosting or welcoming her for purposes
of sexual exploitation.”

A circular letter of the Minister of Justice of January 22, 2015 defining
the penal policy in the fight against trafficking in human beings has been
sent to the prosecutors and transmitted, for information, to the presidents
of the various courts competent in criminal matters. This circular letter
reaffirms the need to use the qualification of trafficking during criminal
proceedings to dismantle the networks more effectively, to facilitate the
implementation of international cooperation tools.
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The July 13, 2016 law came to complete the French legislative system
regarding human trafficking and specifically provides:

e The strengthening of the protection of the victims of sexual
exploitation: the law alters the dispositions of the Code on the
entry and residence of foreigners and right of asylum (CESEDA) in
France and allows for granting of a six-months residence permit to
individuals who had been identified as victims of trafficking and
engaged into sexual exploitation, without preconditions for the
denunciation of the trafficking networks exploiting them. The law
also stipulates the accessibility of the “penitent” system of article
706-63-1 of the Code of Criminal Procedure for THB victims as
well as family members “for having prevented the commission
of offences, for stopping or limiting the damage caused by an
offence”.

¢ The incrimination of the purchase of sexual acts: the act of seeking,
accepting or obtaining sexual relations from a person engaged in pros-
titution in exchange for remuneration or some advantage is punishable
by a fifth class fine. The offence becomes a crime in the event of
repetition over a timeframe lesser than or equal to one year.

® The repeal of the offense of solicitation.

“France has the most repressive arsenal against procuring” (FR-E12).
While prostitution is not incriminated, the exploitation of prostitution
is severely punished. The repression of procuring has the unique
characteristic of punishing an activity that is not, in itself, illegal. In
2010, the Directorate of Criminal Affairs and Pardons showed that
in the cases of aggravated procuring the prison sentences amounted
to an average of 27.2 months. Of those convicted, 78% were older
than 25, 28% were women, and 56% were foreigners, still in regards
of only aggravated procuring. The average fine amounted to €13,080
(FR-E4). Even if the legal framework for procuring violations seems to be
complete, the offense of trafficking remains, to this day, rarely applied
(3 cases in France in 2009, 3 cases as well in 2010). Few judges
use the cumulative nature of the procuring and trafficking violations.
However, current legal texts allow, in theory, to incriminate human
trafficking with the purpose of sexual exploitation as a whole. While
France has managed to limit the development of prostitution compared
to its Spanish and German neighbours, sex trafficking and prostitution
nevertheless remains a lucrative industry in France where networks
continue to invest. As people become vulnerable to exploitation and
businesses continually seek the lowest cost for labour sources (Wheaton
et al., 2010).

The main aim of this report is to offer an account of the financial
aspects of trafficking in human beings in France. The majority of
respondents who were interviewed for this report come from the
ministries of justice and interior, at the central and local level. Experts
from the following institutions have been approached - the Central
Office against THB based in Nanterre from the French Judicial Police,
the Brigade Against Procuring (Prefecture of Police of Paris), the Brigade
for Protection of Minors (Prefecture of Police of Paris), and the Penal
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Court of Paris (General Prosecution — section C2). All these institutions
are specialised in countering THB and procuring. Moreover, we had
the opportunity to interview the head of the department of regional
intervention (Prefecture of Police of Paris) involved in the tracing of
criminal assets and their seizure.?

1. MARKET OVERVIEW

In 2016, 65 networks (38 in 2015) of aggravated procuring, including
35 (17 in 2015) that can be qualified as human trafficking, were
dismantled by police services and the Gendarmerie. Of these networks,
38 pertained to street prostitution and 24 to internet prostitution;
816 respondents were taken in for questioning in the course of this
same year (611 in 2015) (FR-E3). China has become the most important
country for France in terms of the origin of structured networks (15),
followed by Nigeria (11) and Romania (9). Still in 2016, 1,118 victims
(712 in 2015) were identified by French services during the procedures
carried out against procuring, aggravated procuring and THB. With
323 victims, France has become the most represented source country
in terms of numbers of victims identified, surpassing China (202),
Nigeria (114) and Romania (104). Lastly, as of December 31, 2016,
586 clients were prosecuted for engaging in prostitution within the
framework of the new law® (FR-E18).

TaBLE 1.

EVOLUTION OF POLICE INVESTIGATIONS AND RESULTS

The number of people suspected
of procuring as well as the
number of identified victims

Investigations of procuring
Suspected individuals
Identified victims

Share of male victims (%)

Share of suspected male
procurers (%)

Source: OCRTEH, 2017.

mainly reflect law enforcement
activity, which tends to vary
from one vyear to another
considering the discovery of
new trends and guidelines.

il Blis el “We need to take into ac-
712 1,118 +57 count the absence of a verified

4 7 / number of prostitutes in France,
” o y even though some NGOs (e.g.

Amicale du nid, Médecins du
Monde, Hors les Murs) try to
provide some estimations, but
without a robust methodologi-
cal approach” (FR-E17).

2 The sources have been coded in order to preserve their anonymity. The first two letters of
the code indicate the country, “E” indicates an expert, while “C” means criminal entrepreneur.
The description of the background of the individual sources referenced can be found in the
list of interviewees in the references section.

LOI No. 2016-444 du 13 avril 2016 visant & renforcer la lutte contre le systéme prostitutionnel
et & accompagner les personnes prostituées.
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Specifically, law enforcement activity has produced the following results
(OCRTEH, 2017):

® 40 investigations of acts of simple procuring (42 in 2015):
— 43 suspects (29 French men, 4 Brazilians, 2 Romanians, 2 Moroccans,
2 Cameroonians) compared to 46 in 2015;
— 46 victims (26 French women, 6 Romanians, 3 Dominicans, 3 Came-
roonians, 2 Bulgarians) compared to 49 in 2015.
® 154 investigations were geared towards acts of aggravated procuring
(148 in 2015):
— 343 suspects (229 French men, 28 Chinese men, 13 Romanians,
8 Algerians, 7 Tunisians, 6 Nigerians) compared to 324 in 2015;
— 465 victims (262 French women [140 in 2015], 46 Chinese women,
33 Cameroonians, 23 Romanians) compared to 411 in 2015.
® 30 investigations of networks of aggravated procuring (without being
qualified as human trafficking) (21 in 2015):
— 177 suspects (55 French men [31 in 2015], 33 Chinese men, 22 Ro-
manians, 11 Bulgarians, 11 Ecuadorians) compared to 112 in 2015;
— 221 victims (70 Chinese women [29 in 2015], 31 Frenchwomen
[4 in 2015], 20 Romanians, 18 Ecuadorians, 16 Brazilians) compared
to 112 in 2015.
e 35 investigations of networks involved in human trafficking (17 in 2015):
— 253 suspects (70 Nigerians [10 in 2015], 41 Romanians, 32 Chinese
men, 31 Frenchmen [4 in 2015], 27 Hungarians) compared to 129
in 2015;
— 386 victims (109 Nigerians [12 in 2015], 86 Chinese women [6 in
2015], 60 Hungarians, 55 Romanians) compared to 150 in 2015.

1.1. The victims

Since 2014, “an increase in the prostitution of minors has been observed
on French soil” (FR-E6), and more particularly concerning victims of French
nationality. In 2016, out of 120 identified minors victims of prostitution,
100 had the French nationality (98 females and 2 males), or a 50% increase
compared to 2015. This new trend is to be linked with the development
of the phenomenon of sexual exploitation carried out by youths from the
banlieues — large city suburbs notorious for their criminality (FR-E9).

Young victims, oftentimes minors, appear to be easy prey for young “gang
leaders” from urban areas, who force them into prostitution (FR-E10). The
average age of these young girls is around 15 years old and the extreme
instability of their personal situation (runaways or school dropouts) of-
ten drives them to great mobility throughout the territory, and notably
in big urban areas (Marseille, Lille, the Paris region). Left without fam-
ily support and personal financial resources, they prostitute themselves
in cheap hotels via ads posted 