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40.3million people — around 1in every 185 people alive — experienced
modern slavery or forced labour in 2016. States have committed
to take immediate and effective measures to end modern slavery,
forced labour and human trafficking by 2030, and child labour by
2025 (Target 8.7 of the Sustainable Development Goals). Since 2017,
92 countries, including the UK, US, China and Saudi Arabia, have
committed to a Call to Action calling for ending modern slavery to be
“a priority” for multilateral development action. Yet development
sector voices are often notable for their absence from global anti-
slavery discussions.

This study is the result of eighteen months of work to answer a
simple question: How can fighting slavery contribute to sustainable
development? We used comprehensive literature reviews,
quantitative analysis, surveys and mixed methods case studies
to develop a thorough answer to that question. In summary, our
answer is: By maximizing people’s economic agency — their ability to
make choices, for themselves, about how to develop and use their
own capabilities and how to use factors of production such as land,
labour and capital.

PART ONE: SUSTAINABLE DEVELOPMENT
AND MODERN SLAVERY

Modern slavery denies people’s economic agency

Modern slavery involves some people treating others as if they own them. As former IMF Director Peter
Doyle has recently pointed out, slavery, forced labour and human trafficking (often referred to by the
catch-all term ‘modern slavery’) all involve the intentional restriction or denial of the basic economic
agency that is assumed by our economic models. In each case, someone is profiting by controlling
or stealing another’s economic agency, in part or in whole - even as survivors find creative ways to



assert their agency in other domains. (Where that loss of agency is the central explanatory trait of
the conduct in question, we refer to that conduct throughout this text simply as ‘slavery’, in part to
highlight the continuity between chattel slavery, as was practiced in the era of trans-Atlantic slavery and
contemporary ‘modern slavery’.)

Existing approaches to development, including the human development approach inspired by Amartya
Sen, focus on developing people’s capabilities, but assume people have basic economic agency, for
example the ability to leave a job they do not like, or to control their own consumption, savings and
investment choices. Slavery disrupts that assumption. It requires a different response that seeks to
protect and maximize agency.

10 ways slavery impedes development

The agency theft that slavery represents has significant negative externalities. They ripple through the
economy, snowballing into large-scale, inter-generational effects that create major impediments to
sustainable development, and leave everyone worse off. This occurs in 10 ways.

1. Slavery reduces productivity

Coercion in labour relations demotivates workers, encouraging them to leave if they can. If
they cannot, productivity drops. The employer can use coercion to set wages below the value
of marginal product of labour, pocketing whatever labour cost savings result. This leads to an
inefficient allocation of labour at the economy-wide level, driving capital towards inefficient parts
of the economy where exploiters capture these rents. The inefficient allocation of labour leads to
a depressed equilibrium wage, so all workers — not just slaves - end up worse off. Slaves become,
as Datta and Bales have put it, “unwilling agents of economic stagnation” As the history of trans-
Atlantic slavery shows, slavery only connects to gains in productivity when those who capture the
rents use them to drive forward and backward linkages in the value chain, moving the economy
from a predatory, rentier pathway to a developmental one.

2. Slavery creates inter-generational poverty

Slavery negatively impacts the health of its victims, through multiple physical and psychological
vectors. It also deprives victims of education and human capital formation opportunities, with
impacts that last for the rest of their lives. Large-scale slavery can lead to demographic skewing,
with implications for agricultural production and for reproduction rates, gender discrimination
and violence, and sexually transmitted disease. Slavery has had inter-generational impacts in
Africa, Latin America, North America and Eastern Europe, reducing income, health outcomes, and
national income, and even regional economic performance.

3. Slavery institutionalizes inequality

Slavery privatizes the profits from one person controlling another’s agency, while socializing the
resulting costs. Itis an extractive system that enriches exploiters and reduces prices for consumers,
while allowing rent-takers to entrench political power. This rapidly entrenches inequality. Those
who benefit lean on legal forms and political narratives such as race, caste, gender or simply ‘free
capital’ to justify this unequal allocation of control of agency. Slavery is consequently more likely
where political freedoms are more constrained, regardless of how integrated they are into global
markets (as Landman and Silverman have recently shown), and where societies are vertically
unequal (as Piketty has shown).



This inequality is enduring: once slavery is institutionalized, slavers tend to use their profits to
entrench their power, perpetuating structural inequality. Efforts to end slave-based economies
will require both political power and significant financial incentives. In the UK, the price of ending
the slave trade in 1830 was a compensation package to the West Indies lobby worth 5 per cent of
British GDP at the time (20 per cent of the government budget), which was still being paid off by
the British public 180 years later. Haiti spent over two hundred years paying off the debt her former
French slave masters demanded to accept Haitian independence. And Russia’s former serfs paid
the bill for their own emancipation for 49 years.

4. Slavery weakens multiplier effects

Slaves’ control over their own consumption, savings and investment choices is restricted or denied.
Employers may withhold wages altogether, or force wages that are paid to be spent in certain ways
- such as at company stores, or on mandatory ‘fees’. This prevents slaves improving their nutrition
or healthcare, investing in education or household enterprise, or otherwise increasing their own
welfare as they see fit. This reduces the contribution to economic multipliers these people would
make if they controlled their own agency. Once that agency is restored, through emancipation,
significant economic bumps usually follow.

5. Slavery discourages innovation in production

Slaves have no reason to innovate, since they know they will not enjoy the fruits of innovation.
And employers also have disincentives to innovate, since it may actually reduce rent income, for
example because exploitation becomes harder as skill-levels increase.

0. Slavery produces a capital market failure

Slavery may however foster (nefarious) financial innovation, since it invites collateralization of
people. Even today, when it is notlegally permitted to hold slaves as capital against which mortgages
can be raised, the enslavement of workers continues to underpin the financial valuation of
companies that rely, perhaps unwittingly, on slavery in their value chains. Through the introduction
of coercion after people enter employment, debt or marriage contracts, those people can effectively
be treated like low to zero cost factors for capital formation and accumulation. Whole value chains
emerge out of this governance manoeuvre, with those at the top using their power to capture the
value developed, through multiple levels of mark-ups, securitization and leveraging, out of the seed
of the worker’s collateralized freedom. Capital markets reward firms that operate on this model,
since they seem to have low labour costs. Market regulation does not yet properly factor social costs
into pricing, just as markets have historically failed to price in environmental costs. This is a classic
market failure. Enterprises relying on unlawful forced labour have an unfair advantage on capital
cost over those that do not. In effect capital markets are subsidizing illegality, leaving us all worse
off.

7. Slavery hits the public purse

...on both the revenue and expenses side. It reduces income tax receipts because wages are unpaid
and reduces consumption tax receipts because those unpaid wages are unspent. This may be
significant: in 2009, the ILO calculated underpaid wages connected to forced labour at around
USD 21 hillion per annum, globally. Slavery also increases public expenditure, on enforcement,
criminal justice, health services and victim services. UK Home Office researchers estimated direct
and victim costs in the UK from modern slavery at around GBP 3.3 to 4.3 billion per year.



8. Slavery weakens governance

It increases social stratification and violence, and appears to impede State formation, increasing
ethnic fractionalization. Its introduction can degrade the strength of existing governance, and reduce
spending on public goods and institutions, with implications for all. Slavery appears to destroy
social capital - trust — and create new norms of mistrust that are transmitted intergenerationally.
To succeed, anti-slavery interventions may need to address governance questions (SDG 16) and not
only decent work (SDG 8).

9. Slavery fuels corruption and illicit financial flows

Slavers pay bribes and corrupt officials to protect the space that allows them to conduct the illicit
wealth transfer that slavery represents. (Andrew Crane calls this ‘domain maintenance’) Where
value is captured in a country other than where the labour was stolen, this may represent an illicit
transnational financial flow. So stolen asset recovery tools may be relevant, for example to deal with
illicit transfers of wealth from migrant workers’ countries of origin to the countries in which they
are exploited.

10. Slavery harms the environment

It skews production to unsustainable labour-intensive methods, and frequently coincides with
illegal deforestation, fishing and land use. This reduces space for carbon sequestration, increases
carbon emissions, and often leads to loss of biodiversity and natural capital stock. All of this
connects slavery to unsustainable production and consumption practices, suggesting a need to
develop interventions that combine work on SDG 8 with SDG 12.

The developmental impacts of slavery are
enduring

Transatlantic slavery may account today for 72 per cent of income disparity between African nations
and the rest of the world - and 99 per cent of the disparity between these nations and other developing
countries. This means, though, that ending slavery would unleash significant growth: IMF researchers
recently suggested that eliminating child marriage — one element of modern slavery - would offer poor
countries GDP per capita growth of around 1.05 per cent.

Work to end slavery will help achieve other SDGs

Since slavery reduces growth and has other negative development impacts, ending it will promote
growth and have other positive development impacts. Efforts to reduce slavery, forced labour and
human trafficking connect to 113 of the 179 Sustainable Development Goal Targets. Work in the areas of
Goals 1 (Ending Poverty), 4 (Quality Education), 8 (Decent Work), 13 (Climate Action) and 16 (Peace, Justice
and Strong Institutions) is likely to be especially aligned with anti-slavery efforts.

The development sector has a slavery blind-spot

What approach do development actors currently take to modern slavery, forced labour and human
trafficking? To answer that question, we surveyed practitioners from 16 countries and reviewed the



practice of bilateral development agencies (US, UK, Norway, Australia), multilateral development banks
(the World Bank; ADB, AfDB, EBRD, EIB, IDB), export credit agencies, development finance institutions,
new development lenders (AIIB, New Development Bank), and China.

Although Amartya Sen’s Development as Freedom framework pointed the development sector to thinking
about human capabilities as a foundation of development, most development entities continue to
assume that all people - atleast all adults - control their own basic economic choices. Most development
actors fail to account meaningfully for the economic implications of the loss of agency experienced by
40.3 million people. 67 per cent of development practitioners surveyed said their organizations perceive
slavery not as an economic, trade or industrial policy concern, but as a social or criminal justice policy
concern. Perhaps unsurprisingly therefore, most development actors treat slavery risk reduction
as a project safeguarding question - a risk management issue - not as a strategic objective of capital
allocation decisions or policy advice. Only 21 per cent of practitioners surveyed said modern slavery
risks are factors guiding investing or lending objectives.

Slavery is not treated as a predictable outcome of how risk is structured and distributed by prevailing
economic arrangements and development strategies. The sector lacks a coherent policy approach that
locates anti-slavery as part of a strategy to promote sustainable development.

ODA spending on SDG 8.7 has been low and
fragmented

We analysed more than 2 million official aid project records from 2000 to 2017. On average, less than USD
12 per victim was committed in aggregate ODA, globally, each year. Spending is highly fragmented into
a large number of small projects, usually receiving around USD 109,000 for bilateral projects, and just
USD 18,000 for multilateral projects. Only 1,327 projects in the more than 2 million project records we
reviewed were worth USD 1 million or larger. There is also evidence suggesting that ODA spending was
spread increasingly thinly over time.

ODA spending on these issues is concentrated in a small number of donors, with the US contributing
around 43 per cent in the period studied, four times the EU commitment, and 7 times the commitments
of Norway, Germany, Canada, Australia, Spain, Sweden, UK and Switzerland. UNICEF has been the most
consistent multilateral donor, while the World Bank has been the largest.

Tracking estimated prevalence, most spending is for programming in Asia-Pacific, then Sub-Saharan
Africa. But spending does not appear to be based on need alone. Some countries that are thought to
have very high prevalence have received little ODA to address this issue, while some major recipients are
not thought to be amongst those countries hosting the largest victim populations. Spending on forced
labour and human trafficking has been an order of magnitude higher than spending on forced marriage,
modern slavery and child soldiering.
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Development entities treat slavery as a
safeguarding question, not a strategic question

Most development actors treat slavery risk reduction as a project safeguards question - a risk
management issue — not as a strategic objective of capital allocation decisions or policy advice. Only 21
per cent of practitioners surveyed said modern slavery, forced labour or human trafficking are factors
in investing and lending.

Project safeguards arrangements increasingly align around international expectations of responsible
business conduct and business respect for human rights. These are reflected in the UN Guiding Principles
and Business Human Rights, and relevant OECD Guidance. There is a growing cohort of development
actors actively learning on their own, and from each other, what effective safeguards, due diligence and
business engagement looks like.

Their operational practice varies significantly. Some conduct their own risk assessments, while others
rely on borrowers, beneficiaries and clients to do so. Some hold their partners to international labour
standards; others defer to national arrangements. That creates a real risk thatwhere States do not already
respect international standards, development efforts will not only do nothing to generate behavioural
change, but could in fact amplify labour violations and reinforce institutional environments conducive
to such violations. And most safeguards are limited to project lending. They do not extend to so-called
‘policy lending’, or advisory work.

DFIs and ECAs mayneed to consider notjusthow slaveryrisk may arise within their business relationships,
but also how contextual risk can heighten project risk, and vice versa. In Ghana, for example, World Bank
funding for a dam in the 1960s led to the disruption of traditional agricultural livelihoods, which then led
to families trafficking their children into slavery on Lake Volta. And presently, in Eritrea, EU financed
road construction, managed by the UN, may contribute to demand for forced labour supplied through
a controversial government conscription scheme. Yet where safeguards fail, development actors often
seem unwilling or unable to provide or enable effective remedy for resulting modern slavery harms, as
required by the UN Guiding Principles on Business and Human Rights.

The UN approach at country level
does not take an integrated approach

UN development frameworks at the country level do not treat anti-slavery as a strategic opportunity
to promote integrated programming for sustainable development. We reviewed 396 UN country
development strategy documents covering 2000 to the present, looking at whether they addressed
modern slavery, forced labour, human trafficking or child labour in a country. 74 per cent of the time they
did not. Most references were to human trafficking and child labour, with references to forced or child
marriage, and forced labour well behind. Modern slavery and slavery were almost never mentioned.

Nearly all these references were contextual or described programming by one individual UN entity. Only
1.3 per cent of the time was there a reference to one of these forms of exploitation as a target of overall
country strategy requiring integrated programming and action. Such ‘strategic’ programming has
actually declined substantially since 2000-2005, even as the overall number of references has increased,
suggesting that while these issues are more often referred to, integrated action is less likely than it was
twenty years ago.



There is a tight connection in these documents between how exploitation is described, the UN
operational agency involved, and the type of programming proposed. Where the framing was focused
on child and forced labour, the interventions proposed tended to deal with access to education, rural
finance, and protection mechanisms. Where the framing used was ‘human trafficking’, interventions
focused on strengthening criminal justice and victim support. The absence of an operational agency
developing programming on ‘slavery’ or ‘modern slavery’ explains the absence of references to these
issues. Institutional path dependency also appears to explain geographic and temporal clustering in the
kind of programming rolled out.

The lack of integrated thinking is reflected in the existence of two separate UN-wide coordination
mechanisms focused on human trafficking (ICAT) and forced and child labour (Alliance 8.7). Neither
has attracted significant commitment from the main economic development organizations in the UN
system - such as UNDP and the World Bank. The Alliance 8.7 Pathfinder process offers an opportunity
to strengthen integration in anti-slavery efforts — but also risks creating a separate silo of country-level
development assistance, disconnected from the broader UN development strategy for the country and
existing UN Country Team mechanisms. This risks missing out on opportunities for synergies between
anti-slavery programming and broader sustainable development initiatives.

China’s domestic practice and overseas lending is
increasingly important to outcomes

China is the world’s largest official creditor, with outstanding claims in 2017 surpassing the loan books
of the IMF, World Bank and of all other 22 Paris Club governments combined. Chinese-held debt may
represent 8 per cent of world GDP and involve 8o per cent of all countries. Many of these countries
grapple with high modern slavery risks. And most of this debt is on commercial, not concessional terms,
and is collateralized, so Chinese debts will be treated preferentially where repayment problems arise.
For all these reasons, Chinese approaches to modern slavery, forced labour and human trafficking may
have a significant bearing on how modern slavery risks are handled in the development context in years
ahead.

The Chinese Export-Import Bank and China Development Bank account for more than 75 per cent of
overseas lending. Both are State-owned, so Chinese Government positions on modern slavery risk
reduction will be significant. There is a growing body of Chinese Government and industry-generated
norms directing and encouraging this lending to address forced labour and child labour risks, including
some industry-specific norms that explicitly align with the UN Guiding Principles on Business and
Human Rights. Most, however, merely require conformance with local law, and uptake by Chinese firms
operating overseas remains limited.

Difficult questions are also raised by China’s domestic development policies and practices, especially
the development and poverty-alleviation strategy for the Xinjiang Uyghur Autonomous Region known as
‘Xinjiang Aid’ (#%58). Credible reports suggest development instrumentalities, including financing from
China’s domestic development banks, may be underwriting imposition of systematic forced labour on
the region’s Uyghur and other ethnic minority populations, both in Xinjiang and in factories elsewhere
in China. Chinese authorities frame these policies in terms of development, poverty alleviation and
counter-terrorism, arguing that allegations of forced labour are a “political manoeuvre” by the US and
like-minded countries. The allegations generate questions about the consistency of China’s development
policies with anti-slavery norms. Both Chinese and international development actors operating or
financing projects in Xinjiang, or working with organizations involved in the execution of the Xinjiang
Aid policy, may need to build and use leverage to address forced labour risks and enable effective remedy.



Global value chains can contribute to modern
slavery risks

Incorporation into global value chains (GVCs) can be a powerful motor for poverty eradication,
increase formal employment and create jobs for women. This developmental model, central to much
contemporary development spending, programming and advice encourages countries to compete for
access to global capital by lowering overall labour costs and increasing labour market “flexibility’. But
GVCs can also end up concentrating value-capture and market power at the ends (design and sales),
while pushing risk to the middle (production). This can leave producers and workers with most of the
risk, and force producers and countries to compete on labour costs, incentivizing coercion and labour
exploitation.

GVC management practices can sometimes foster precarious work. These include short-term supplier
relationships, downward price pressures, volatility in order volumes and specifications, late payment
and lack of access to working capital, labour subcontracting and production quotas. The result can be
that GVCs reproduce vulnerability in the workforces and communities they depend on, undermining
their development. The managerial challenge differs from value chain to value chain, depending on how
they intersect with local institutions (laws, policy regimes, social norms), vulnerabilities and business
strategies. Factors that emerge as particularly salient are: industry structure (with oligopsony power
increasing modern slavery risks); skills-intensiveness (higher skill work is less prone to exploitation); and
conditions of production (isolation and precarity increases modern slavery risk). Different businesses at
different points in the GVC have different levels and forms of leverage to address these risks.

GVCs work economically because they unbundle production into different tasks, each performed
wherever is cheapest. This drives efficiency and increases overall welfare. The danger is that in the
process GVCs may accidentally unbundle communities, detaching high-skill, high-wage workers
who operate at the ends of the value chain (design, sales), from low-skill, low-wage workers who are
pushed into the risky, precarious middle (production). This can put different communities within the
same country on different development pathways, and contribute to structural inequality, political
polarization and vulnerability to modern slavery.

The reorganization of production into GVCs is the result not only of technological changes such as
reduced costs of transport and communication and improved IT that have made global dispersal of
production of possible. Itis also the result of States’ policy choices, particularly on trade, FDI, intellectual
property, tax, competition law, migration, labour regulation and land. GVCs are the outcome of collective
policy choices, made in a decentralized way, about how to distribute wealth, risk and power in our global
economy.

Tackling modern slavery requires taking this political dimension seriously. The narrative that forced
labour and slavery promote development is a political narrative offered by those who benefit from such
rentier arrangements. Where private interests capture the State, they can even dress up private profit-
taking from a slave-rent system as national economic growth, but only by externalizing the true social
and economic costs of slavery - literally keeping them off the books. This is how many colonial economies
worked, by leaving forced labour literally unaccounted for, allowing for unaccounted transfers of wealth
from colonies to colonizers.

Just as carbon-based ‘development’ is proving to be a chimera, an accounting sleight of hand, made
possible only by excluding from our account the harms done to entities deemed to be outside our
narrative frame - including our descendants - so slavery-based development may prove illusory if
we do not account for the true social and economic costs of modern slavery. Tackling this requires



going beyond safeguarding projects. It requires thinking about the developmental role of the State in
maximizing people’s economic agency.

Addressing modern slavery requires a developmental model that reaps the pro-growth and job-creating
benefits of GVCs, while also protecting people’s economic agency. GVCs are the product of State choices,
so State policies will all be involved in adjusting the GVC model to reduce modern slavery risks.

A systems approach to intervening to end modern
slavery

Altering our development model to protect economic agency requires system-level change. It requires
demonstrating that the medium to long-term benefits to all that result from change are worth the
short-term costs to some, and assembling coalitions of actors with sufficient power to sustain those
short-term costs. To understand how to design such interventions, we need a framework for analyzing
modern slavery systems.

We call this the ‘Developing Freedom’ framework. It explains modern slavery as an extractive system
that arises where 1) institutional environments intersect with 2) people’s vulnerabilities in ways that
allow 3) profitable exploiter strategies to emerge.

THE DEVELOPING FREEDOM ANALYTIC FRAMEWORK
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Exploiters use the institutional resources in the environment - including laws, social norms and business
practices - to turn people’s vulnerability into stable control of their economic agency, allowing rent
capture. These practices may further contribute to people’s vulnerability (e.g. ‘adverse incorporation’),
creating a reinforcing feedback mechanism that helps sustain the system.

Rent-takers also maintain these systems by actively undertaking ‘domain maintenance’ (Andrew Crane’s
term) to protect their autonomy from anti-slavery norms. That often includes alliances with political
power and corruption, but can also include alignment of interests with global buyers, consumers and
investors.

Interventions can seek to 1) transform the institutional environment, 2) empower people to make them
more resistant to exploitation, or 3) disrupt exploiter strategies by changing their strategic calculus.
Transformation requires more than just legal reforms, since slavery often operates beyond the reach of
the law, and is sustained more by social norms. Empowerment works to increase people’s resistance to
exploitation, including by enhancing their agency and capabilities, including their financial capabilities.
Disruption aims to make slavery too costly, or alternative strategies more profitable.

Where development actors intervene, rent-takers can be expected to resist, pre-empting, counter-
mobilizing or coopting interventions (Austin Choi-Fitzpatrick’s typology). To be effective, development
interventions must be strategic, anticipating such resistance. And since modern slavery systems are
embedded in larger sectoral and political structures that stretch from the local to the global level,
development interventions intended to address them may need to operate across multiple institutional
levels.




PART TWO: SIX SECTORAL CASE
STUDIES

The study presents six mixed-methods, sectoral case studies that explore different modern slavery
systems operating in the global economy, and identifies the dynamics around efforts to intervene in
those systems to promote sustainable development. These studies, and other detailed discussions in
Chapters One and Nine, cover: Bangladesh, Brazil, China, Ethiopia, India, Indonesia, Malaysia, Myanmar,
Nigeria, Philippines, Thailand, UK, US and Uzbekistan.
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CASE STUDY: CATTLE (BRAZIL)

For the last 25 years, the Brazilian State has led arguably the most sustained, sophisticated domestic
anti-slavery disruption effort of any country in recent times. This has been supported by civil society,
the ILO, US, Norway and - to some extent — Brazilian business. It has rescued over 55,000 people from
conditions of slavery. Around one third of those people worked on cattle ranches.

Slavery in Brazil’s cattle industry is a product of several interacting factors:

« Institutional environment: a development model that encourages meat production in areas where
the State’s enforcement power is weak, including the Legal Amazon and Cerrado, combined with
a supply chain that relies on outsourcing and competition on labour costs. Brazil has invested
significant State and international development funds in cattle industry firms that have tolerated
workplace illegalities.

o People’s vulnerabilities: a pool of marginalized, poor rural labourers (pedes) susceptible to
discrimination and exploitation. It is not the poorest of the poor, but the working, landless poor,
with limited access to education, capital and finance that appear most susceptible to enslavement.

« Exploiter strategies: use of coercion and fraud by recruiters (gafos), contractors and producers to
compete on labour costs, while harnessing traditional norms of social dependency and obligation,
and market norms of financial debt, to control workers’ economic agency.

These factors interact to generate stiff competition amongst primary producers, who on-sell to other
producers and to slaughter-houses. They compete by using coercion to drive down wage bills. Supply
chain traceability is limited, and producers blame recruiters and foremen for poor labour practices.
Many producers also enjoy effective impunity because of the isolation of their ranches, deliberate
corruption of police and government officials, and intimidation of workers.

Brazil’s disruption effort has evolved over time, through a series of collaborations between government,
civil society and business, notably the Commission for the Eradication of Slave Labour (Comissdao Nacional
de Erradicacdo do Trabalho Escravo — CONATRAE) and a successor National Pact. The government
has developed a series of powerful tools for disrupting exploiter strategies, including mobile labour
inspections and courts, and the famous ‘dirty list’ (/ista suja) of companies found to have engaged in
slavery or employed workers in slavery-like conditions. The /ista suja became an important reference
for both buyers and public and private lenders to use in screening out businesses that rely on slavery.

Yet disruption efforts have lost momentum in recent years, as actors with interests in the cattle and
other affected industries have counter-mobilized through judicial, political and extra-judicial channels.
The National Champions Policy, 2008-2013, saw the Banco Nacional de Desenvolvimento Economico e
Social (BNDES), Brazil’s national development bank and the second largest in the world, provide billions
of dollars of concessional financing to and take equity positions in several Brazilian beef companies,
allowing them tomove up the global value chain. IFC also provided financing. By 2013 one of these
companies, JBS, had become the largest meat-processing firm in the world. But it has also been linked
to bribery scandals, and in 2014 was Brazil’s largest political donor. Politicians with close ties to the
agribusiness sector have pushed back openly against the anti-slavery agenda in recent years.

As government steps back, there is a growing effort from civil society to encourage private sector
leadership in efforts to transform the institutional environment, changing supply chain management
practices. This is accompanied by a turn to big-data solutions, which appear promising. Brazil arguably
has a global competitive advantage in developing data-driven supply chain risk analysis, given its
uniquely long effort at government-led disruption, and the strong IT and computational capabilities of
its workforce. This model may have significant export potential.
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CASE STUDY: PALM OIL
(INDONESIA, MALAYSIA, NIGERIA)

Oil palm is an exceptionally profitable and adaptable crop, used in a wide array of consumer products
and as a biofuel. Development actors have promoted its uptake across equatorial countries since the
1960s, leading to over 500 per cent production growth. Today, the livelihoods of 17 million people depend
on the industry. Palm oil seems to promote growth and poverty reduction at the national level, but also
to have variable impacts at the community level, depending on the prior institutional setting and the
commercial structure of production.

In Indonesia and Malaysia most production occurs on private plantation estates, or on the land of
smallholder ‘outgrowers’ who operate under a long-term commercial relationship with a buyer.
Malaysia’s industry has been shaped by close cooperation between the State and the industry, especially
regulating access to land and labour, sometimes described as a ‘palm oil industrial complex’. This



developmental State approach has fostered significant growth. 70 per cent of agricultural land use is now
for palm oil. Indonesia’s industry has been shaped by efforts by Malaysian firms to replicate the close
relationship with the State that those firms enjoy in Malaysia. This has again fostered significant growth,
with palm oil now contributing around 12 per cent of export earnings. But it has also led to significant
corruption at the local level, with district governors (bupatis) competing for access to foreign capital
through facilitating access to low-cost land and labour. In Nigeria, we see more cooperative production
and wild harvest from traditional, pre-industrial groves. Efforts to develop a plantation-based system
have only begun to succeed in the last 10 years, with the arrival of firms from South East Asia.

Modern slavery risks vary across these contexts. Exploitation in the sector is always about competition
on labour costs, and production quotas, wage penalties, isolation, debt and coercion are often used
to force work. But vulnerability seems to vary on two main dimensions: political agency (i.e. reduced
protection by the State) and control of land. In Indonesia, forced and child labour risks arise amongst
the casual labour force on plantations and smallholdings, especially amongst indigenous people and
internal migrants. In Malaysia, risks are connected in particular to the management of foreign migrant
workers, who are often in debt bondage connected to recruitment fees. Women are at heightened risk,
as are the ‘Stateless’ children born to foreign migrant workers in Malaysia. In Nigeria, risks relate to
adverse incorporation of smallholders into export-oriented plantations.

Plantation systems are often relatively autonomous domains, separated from their larger social
selting but exercising influence over their surroundings. That autonomy is maintained through active
collaboration between security forces and plantation owners, and creates space for illegality - including
illegal land-grabbing and environmental practices. There is a growing recognition of the environmental
costs of conversion of land to oil palm, including carbon emissions, biodiversity loss, and harmful haze
— which is thought to have caused 100,000 deaths in South East Asia during one episode in 2015.

Recognition of these growing costs led to efforts to transform supply chain management practices to
strengthen sustainability. Efforts focused particularly on consumer-facing brands and on processing
and refining companies, where 70-90% of global capacity is controlled by just 8 companies, all in Asia.
The central push came through the Roundtable on Sustainable Palm Oil (RSPO), a multi-stakeholder
supply chain governance initiative led by private actors, based on certification at the plantation and
mill level. It currently covers around 19 per cent of global supply. After initial cooperation, both the
Indonesian and Malaysian Governments ultimately resisted this initiative after prompting from
national industry leaders. Both countries characterized the RSPO’s prioritization of environmental
concerns as a threat to their sovereign choices to prioritize other aspects of sustainable development,
such as economic growth, poverty reduction and people’s livelihoods. Both countries created national
certification schemes, which they presented as lower-cost options better tailored to local realities and
development priorities.

This served to fragment global value chain governance in the industry, leading to normative
entrepreneurialism from a variety of public and private actors. The RSPO was essentially appealing to
retailers and consumers in the global North; the others, to local audiences in the global South. What
presented as a technical dispute was in fact a deeply political one. And ithas become more so, as different
States have allied with different economic actors in the global value chain - especially since the EU’s
decision to remove palm oil from its list of approved biofuels (on deforestation grounds), and the US’
move to hold some palm oil products atits border (based on forced labour concerns). This represents the
emergence of a State-backed disruption strategy alongside the privately-led transformation strategy
represented by the RSPO. Yet some major consuming countries, notably India and China, have not
pursued either a transformation or disruption strategy, though their positions are evolving.



Most of these sustainability efforts focused at first on environmental sustainability, but after disruptive
pressures from human rights, labour activists and journalists, have begun in recent years to consider
labour exploitation. Yet they nearly all continue to treat the issue as a “techno-managerial” question of
workforce management, without addressing underlying questions of economic agency such as access
to and control of land, migration governance, corruption and structural inequality. They focus on the
physical production of palm oil without addressing its social production, and the ways in which State
policies shape the interaction of land, labour and capital flows to generate rents from the control of
vulnerable people’s economic agency.

In recent years, there have however been attempts to foster convergence across the palm oil ‘regime
complex’ around shared public policy goals, particularly through the RSPO certifying entire political
and legal jurisdictions. This may offer opportunities for addressing these questions of sustainability
governance in a more direct way, but also raises questions about voice and representation in these
processes. The RSPO’s establishment of a ‘Shared Responsibility’ Working Group may help, giving space
to financiers, supply chain actors and civil society.

Further work is needed to identify the content of the public policy goals around which convergence
should be fostered, particularly around how to maximize the economic agency of not only casual
workers, but also smallholders, addressing people’s underlying vulnerabilities. The World Bank, IFC,
UNDP and UN Environment Programme are all doing work to promote palm oil smallholding as a path
to sustainable development, and private capital markets and development finance entities may have a
bigger role to play both in financing and in addressing barriers to smallholder financing (opaque land
tenure, exposure to local political risk, lack of access to credit histories, lack of policy space allowing
private actors to focus on sustainability issues). More work is also needed to address the State policies
that reproduce a vulnerable labour force available for the industry’s exploitation, including through
promoting standardization of contracts, collective bargaining and other agency-enhancing measures.




CASE STUDY: COTTON (UZBEKISTAN)

According to the ILO, the number of people in forced labour in the annual cotton harvest in Uzbekistan
has fallen from 448,000 in 2014 to 102,000 in 2019. While Brazil may have ‘rescued’ the most people from
slavery-like conditions in recent years (see above), this effort to disrupt systematic forced labour in
Uzbekistan is arguably the most effective large-scale prevention campaign in recent times.

Forced labour in the Uzbek cotton harvest is a product of a command economy left over from the Soviet
era, enforced by the State through a range of administrative, law enforcement, security and social
institutions. For several decades, farmers were forced to grow cotton and sell it to the State at suppressed
prices, while one fifth of the adult population - around two to three million people — was mobilized
each summer in a corvée to pick cotton for between two and eight weeks, unless they could buy or
bribe their way out. Mobilization was organized through multiple institutions of society: local mahalla
neighbourhood committees, universities and colleges, hospitals and clinics, public and private sector
employers, and through mosques. Until 2012, children were not spared. A range of coercive techniques
was used, from violence and intimidation, to prosecution, quotas, taxes and social pressure. That
coercive pressure was, however, frequently dressed up through use of social norms such as patriotism,
piousness and solidarity. The system appears to have siphoned off billions of USD in rents to ruling
elites, some of it moved offshore. Forced labour in the cotton industry was made possible by, and helped
reproduce, the system of authoritarian rule.

ILO ESTIMATES OF UZBEK COTTON PRODUCTION
AND LABOUR FORCE (2015-2019)
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Since 2016, however, Uzbekistan’s approach to the cotton sector has changed dramatically, leading to
significant reductions in forced labour. This is the result of concerted leadership from the highest levels
of Uzbek Government, notably President Mirziyoyev after he succeeded former President Karimov
in late 2016. This study considers the factors that contributed to this policy shift. First, coordinated
international pressure from labour rights activists, buyers and foreign States, including a boycott of
Uzbek cotton, disrupted access to global markets. This steadily raised the costs of systematic forced
labour for the Uzbek elite. Second, the pay-offs from the forced-labour based system dropped, as the
command economy approach to the management of the industry generated declining output, yields,
income - and rents. Cotton accounted for 9o per cent of Uzbekistan’s exports in 1992. By 2016 it was just
3.4 per cent, and Uzbekistan had moved from the largest to tenth-largest producer in the world. One
study calculated the indirect costs of the forced labour system at USD 211 to 291 million per year, but it
also contributed to inflation, hurt human capital formation (by disrupting educational systems every
year and discouraging upskilling of the workforce), retarded innovation, and led to environmentally
harmful land management.

Third, when a political opening for reform arrived as President Mirziyoyev succeeded former President
Karimov in late 2016, the World Bank and ILO were ready and in place to deploy programming that
aimed not just at project safeguards but at broader systems change. This involved projects aimed at
working with the government to dismantle the annual cotton-picking mobilization and, increasingly,
to transform the cotton value chain in Uzbekistan, through changed purchasing and payment practices.
This was the result of pressure arising from a complaint to the World Bank Inspection Panel about an
existing World Bank grant, and a carefully coordinated response from the Bank, ILO and like-minded

bilateral partners (including France, Germany, Japan, Switzerland, the UK and US; the EU, OSCE and
other UN entities; and the EBRD).

INDEXED GROWTH IN COTTON EXPORTS
(UZBEKISTAN V. WORLD, 2002-2018)

300

250

200

150

100
N 152} < 7o) \© ™~ 0 foN = — o~ ™ < n o ~ 0
=3 S S S S = S S — —~ — — — — — — —
S S S S S S S S o 1S o o 1S o S o o
I3 I3 1Y I3 1Y I3 I3 1Y I3 1Y I3 I3 I I3 I3 1Y I3

YEAR

@ Uzbekistan World

Data source: UN COMTRADE.



ILO ESTIMATES OF UZBEK COTTON PRODUCTION
AND LABOUR FORCE (2015-2019)

1200 16

g
1000 S
o
12 5

= =
£ 800 29
> S =
2 29
A 600 8 Bz
n Lz
-5 £ o
= el
o 28
= 400 % =
wn
4 N
23]
A
200 %
(W)

0 0
2015 2016 2017 2018 2019
YEAR

@ Pickers' pay rate (soums/kg (median across 3 harvest passes)) (LH axis)

Portion of workforce assessed as forced labour (RH axis)

Fourth, brave civil society activists and human rights defenders kept pressure on the Uzbek Government,
the World Bank and the ILO to ensure the transparency, reliability and legitimacy of these assistance
efforts, especially ILO monitoring. This led to a growing emphasis in all these actors’ efforts, including
those of Government and the ILO, on empowerment of Uzbek people and workers to resist coercion.
The result of these converging factors has been a steady and genuine process of reform by the Uzbek
authorities, with the withdrawal of the State system’s support for forced labour, increasingly rigorous
punishment of those who engage in it, and changes in the management of the cotton value chain to
disincentivize it - including increased pay for workers. In May 2020, the Government abolished the
centralized production system for cotton altogether.

ILO monitoring provides unique insights into the dynamics of this successful reform process in
Uzbekistan. One insight is the importance of effective strategic coordination between international
actors with leverage, to achieve such rapid and large-scale reform. Consistent and coherent messaging
from international actors to the Uzbek Government, over an extended period, constrained its strategic
options - even as tactical differences between different members of the international coalition created
leverage. A ‘good cop bad cop’ dynamic, with boycotters as the bad cop, and engagers as the good cop,
ultimately proved effective.

A second is the fact that informal social institutions may continue to promote forced labour (‘systemic
forced labour’) even after the formal institutions of the State abandon it (‘systematic forced labour’).
Forced labour exists on a spectrum of broader labour exploitation. The ILO definition requires that
work be both involuntary and subject to penalty, to constitute forced labour. Involuntary work subject
only to “social pressure” is not, in the ILO’s eyes, forced labour; yet in a political context such as

Data source: ILO.



Uzbekistan, where social institutions have long been controlled by an authoritarian State apparatus,
people frequently do not separate social pressure from threat of real harm by the State. This suggests
that the problem of labour exploitation may remain larger than the ILO’s forced labour statistics may
lead observers to believe. And it also suggests that the focus of intervention should not be the question
of what penalties flow from following one’s economic preference (i.e. not working if you do not want to),
but rather whether people feel they have that choice in the first place. That may require development
interventions that focus more explicitly on people’s economic - and political - agency.

Third, the story in Uzbekistan is not yet complete. As the ILO’s monitoring reports make clear, while
vastly reduced, forced labour continues. And Uzbekistan is just at the beginning of a road to upgrade its
cotton value chain to achieve sustainability, through localized production and manufacturing ‘clusters’.
Yet there is still a significant chapter of that story missing: on remedy. Development actors have not
yet taken steps to address the need for remedy of past harms. There may be more they can do here,
including by supporting stolen assets recovery, and thinking about the role of transitional justice in
fostering accountability for past systematic human rights violations, without terminating much-needed
reforms.




CASE STUDY: FISHERIES (BANGLADESH,
INDIA, PHILIPPINES, THAILAND)

Global fish production has grown seven-fold since 1950, and will grow further in years ahead. Fishing
and aquaculture is a very heterogeneous industry, with especially complex (and non-linear) supply
chains. Different contexts give rise to a variety of modern slavery risks and systems.

In competitive marine capture fisheries, firms resort to labour coercion as they compete for profits
from often dwindling fish-stocks. Over-fishing of coastal fisheries has led to increased distant-water
fishing, making State regulation more difficult - both due to distance, and due to the involvement of
multiple States (coastal, flag, port, migrant workers’ countries of origin). Distant-water fishing often
involves more technologically advanced, capitalized vessels, whose owners make use of off-shore legal
structures, open international registers, secrecy jurisdictions and tax havens to protect profits.

This pattern is visible in the Thai fisheries sector. Its fishing fleet grew from 99 vessels in 1961 to 57,000 in
2011. It is the largest exporter globally of canned tuna, and a major source of shrimp exports to Western
supermarket chains. Depletion of coastal stocks in recent decades through over-fishing led some Thai
investors to focus on inland aquaculture, while others moved further offshore. Economic growth drew
the Thai workforce to other sectors, so fishing and aquaculture have relied heavily for several decades on
recruitment of poor migrant workers — first from within Thailand, and then from poorer neighbouring
countries (Laos, Cambodia and Rohingya displaced from Myanmar). Many are undocumented, heavily
indebted, and deeply vulnerable to trafficking into slavery, including on illegal vessels far offshore,
which are essentially beyond the reach of the State. A 2008 UN study found that 59 per cent of trafficking
victim respondents had witnessed the murder of a fellow worker on a Thai fishing vessel. Some distant
water vessels stay at sea for months at a time, trans-shipping cargo back to shore, and operating from
informal bases in foreign countries. One, between Australia and Indonesia, was found to have 600 men
in iron cages when it was raided in April 2015.

Forced labour is also present in seafood processing. Declining marine fish-stocks have led to significant
investment in - and growth of - aquaculture over the last thirty years, with annual growth around
3 to 4 per cent. It now accounts for roughly half of all fish production. In industrial aquaculture and
processing, modern slavery risks arise primarily for migrant labourers, especially women and children,
and may be higher in export-oriented firms that are exposed to greater labour cost pressures. In each of
these areas, debt is a crucial mechanism of control, and often amounts to debt bondage. Many migrant
workers pay recruitment fees, and workers are frequently forced to buy food, accommodation, travel and
other services from their trafficker. Physical isolation is also used as a means of control, with identity
documents often withheld, and pay is frequently provided only at the end of a long contract period. A
2012 UN study found 33 per cent of workers in one main processing region in Thailand were trafficked.
A 2011 ILO study found over 10,000 migrants in child labour.

Civil society, ILO, FAO and more recently UNODC have drawn growing attention to modern slavery and
associated organized crime risks in fishing, especially in Thailand, since around 2007. These responses
have informed a wide variety of private governance initiatives and certification schemes, as well as
national-level actions such as extension of labour laws to off-shore vessels and decent work programmes.
The EU has used a ‘carding’ system to warn countries their seafood products may be excluded from
European markets if changes are not made to address concerns related to illegal, unregulated and
unreported (IUU) fishing. It gave Thailand a ‘yellow card’ in 2015, leading to a 21 per cent drop in Thai
fishing exportrevenues the nextyear. The US has also used State policylevers to try to incentivize reform.
In 2014, it downgraded Thailand to Tier 3 in its annual Trafficking in Persons status report, disrupting its
access to US Government engagement. In 2015 it threatened to revoke preferential trade status for Thai



fish and seafood exports. And it has subsequently issued detention orders for seafood products thought
to be made with forced labour. Private actors also took action, incorporating labour management issues
into sustainability certification regimes, and, in some cases, divesting from Thai supply chains.

Prompted by this disruption, the Thai Government took numerous steps to address the situation,
including extending a minimum wage to fishers, overhauling fisheries monitoring and management,
and strengthening anti-trafficking capabilities. Many of these reforms were supported by the ILO’s
2016-2020 Ship to Shore project, financed by the EU. These efforts led to the EU removing Thailand’s
yellow card and the US promoting Thailand in its Trafficking in Persons watch list. But human rights
actors have continued to allege ongoing labour rights violations, and in October 2019 the US Trade
Representative suspended USD 1.3 billion in trade preferences. A March 2020 ILO estimate found that 10
per cent of fisheries workers had experienced forced labour, with larger numbers experiencing 1 of its
two components (coercion - 12 per cent; involuntary work — 27 per cent) but not both. The ILO estimates
there are still tens of thousands of workers in Thai fishing and seafood processing facing similar risks.

ILO ESTIMATE OF FORCED LABOUR
IN THAI FISHING (2020)

No evidence of involuntary
work or coercion 71%

Involuntary
work 27%

Forced
labour
10%

Source: ILO 20206, p. 29.



The Thai case reveals a number of insights into the dynamics of anti-slavery reform efforts.

First, it reveals a familiar pattern of resistance to disruption. An ILO study from early 2020 concludes
that coercion and involuntary work are still prevalent in Thai fishing because “[o|fficials either do not
see or simply ignore these abuses... the industry and Government officials have apparently reached
an accommodation ... that causes some violations to go undetected or unreported.” There is well-
documented evidence of fishing companies corrupting executive, judicial and security officials at the
local level to not only protect but participate in human trafficking. The relaxation of pressure by the EU
and US may in turn have led to a relaxation of pressure by the Thai Government on such networks. There
were just 304 prosecutions in 209, and only five compensation orders have been paid since 2014.

Second, the Thai case shows the importance of strategic coordination of external actors around a
substantive reform agenda. In contrast to Uzbekistan, where the Cotton Campaign has marshalled
international actors around a shared set of reform demands, there is no central entity coordinating
advocacy on fisheries reform towards the Thai Government. Moreover, there has been an apparent
willingness by external actors to accept narrow, techno-managerial solutions - such as screening
apps, training, port monitoring, and supply chain audits - and avoid engaging on deeper questions
of unionization, worker voice, and civil society freedom. This stands in contrast to the situation in
Uzbekistan, where broader political liberalization has created an opportunity to address the political
economy of cotton. In Thailand, perhaps due to the different political climate, there has been no serious
effort by external actors to engage with the questions of the fishing industry’s political economy, little
effort to protect space for human rights defenders raising issues related to worker rights, and little effort
by buyers to connect procurement to questions of worker voice and collective action. The ILO’s Ship to
Shore project concludes that while the underlying questions are “problems of power and the uses of
power”, they have instead been treated “as technical problems”.

The chapter contrasts the Thai situation with modern slavery risks in three other countries. In the
Philippines, risks arise in production and processing, but especially for Filipino migrant workers on
foreign-flagged vessels. Some efforts to encourage small-scale Filipino fishers to participate in markets
and incorporate into supply chains may have increased debt bondage and precarity. In India, debt
bondage in aquaculture and processing is a concern, especially for lower-caste, domestic migrant
workers, as well as risks for male migrant workers on foreign fleets. In Bangladesh, there are similar
concerns around forced labour of women and children in fish processing facilities, and increased
precarity for traditional fishing and aquaculture-based livelihood as efforts to industrialize the sector
take hold.

These cases point to a need for development interventions to develop a more coherent approach to
economic agency for producers, workers and stakeholders across these complex value chains. To the
extent that governance efforts address modern slavery risks, they have tended to do so in narrow labour-
management terms, without addressing related questions of smallholder vulnerability and agency, or
the institutional drivers of underlying exploitation strategies. The FAO’s new guiding principles on
social sustainability in fish and seafood value chains, which includes a cross-cutting commitment to
the elimination of all forms of forced or compulsory labour and child labour, may provide the basis for
developing a more coherent, cross-cutting agenda for promoting economic agency across this sector.
But it will need to be operationalized in different governance forums. At present the anti-slavery agenda
is absent from key venues such as the regional fisheries management organizations (RFMOs). RFMOs
could use their IUU registers to underpin exclusion from procurement, financing and insurance of
vessels and supply chains connected to modern slavery, as well as addressing questions of worker voice
in fisheries governance (as the Indonesian Government has recently advocated).



CASE STUDY: GARMENTS AND APPAREL
(BANGLADESH, ETHIOPIA, INDIA, UK)

The garments and apparel sector accounts for roughly 2 per cent of global GDP. It employs approximately
60 to 70 million people, two thirds to three quarters of whom are women. Its economic geography
is especially mobile: production is frequently relocated to capture marginal gains created by the
intersection of changing trade, investment and labour migration regimes. In the process, textile and
apparel production have come to be seen as an important catalyst for industrialization and movement
out of agricultural production, especially in countries where backward linkages can be fostered into raw
materials and textile production.

Production centres actively compete for investment by reducing labour costs and regulatory burdens.
Global buyers, typically headquartered in the US, Europe or Japan, have the widest margins and the
greatest power in the value chain. They determine who produces what, where and atwhat price. 97 per cent
of profits for the whole fashion industry are earned by just twenty companies, most of them in the luxury
segment. Beneath them, the value chain is highly fragmented and disarticulated. Producers operate
on the narrowest margins and carry most of the risk. Supply chain outsourcing and fragmentation has
promoted efficiency, but impedes traceability and accountability, inadvertently fostering exploitative
purchasing practices. These include: contract terms that are vague on price and financial implications
of delays; unilateral changes on order specifications, without extending deadlines, and without reliable
forecasting or order planning; unrealistic order completion times and unpredictable placement of
orders; pricing arrangements that treatlabour cost as a residue, not a necessary input; and late payment.
Lead firms’ control over suppliers and supply chains thus mirrors the nature of contemporary slavery:
it operates through both legal and extra-legal mechanisms of control, but does not necessarily imply
formal ‘ownership’.

Suppliers survive by managing capital and their workforce in ways that allow them to rapidly increase
and reduce labour supply to respond to buyer demand, while maintaining low prices. That translates to a
highly casualized and atomized workforce, often working from home, under informal or no contractual
arrangements, with zero-hours contracts or piece rate payment systems. Workers are frequently
recruited through brokers and intermediaries who demand fees from workers for placing them in work.
Unionization and collective organization are often absent. Unauthorized subcontracting by suppliers is
ubiquitous. So too is under-payment and wage theft. One estimate put underpayments in the Chinese
apparel sector at around USD 275 to 300 million per month.

Jurisdictions compete for investment and export contracts by promising “low business costs” - often
a cipher for lax enforcement of labour protections and standards. Governments refrain from enforcing
protections, and outsource responsibility for enforcement to business and private supply chain
governance initiatives. Yet in many places audits are easily gamed, and worker grievance and support
mechanisms are poorly adapted to the reality of casualized, atomized workforces. Suppliers are left
to choose between the norms promoted, weakly, by the State, and the institutional demands of their
customers - especially their demands for low price and fast turnaround.

The move to ‘fast fashion’ has placed a further premium on supplier responsiveness, yet cost remains
the over-riding factor shaping consumer and brand purchasing choices. In the last ten years, the rise
of social media driven advertising strategies and online sales has seen a turn to ‘ultra fast fashion’, with
brands increasingly looking to locate production as close as possible to major consumer markets (‘on-
shoring’ or ‘near-shoring’), to reduce delivery times even further. As a result, the global garments and
apparel value chain now includes low-wage, low-skill workforces not only in traditional production
centres such as Europe, but also in newcomers such as China, Bangladesh, Ethiopia, Myanmar, Viet Nam
and Los Angeles, competing with each other for buyers’ custom and for capital investment.



The chapter explores how these dynamics play out in four different contexts: Leicester in the UK - a
traditional textile hub that has recently re-emerged as a leader, in the context of ultra-fast fashion;
Bangladesh; India; and Ethiopia. In each place, the institutional dynamics of the value chain work to
encourage labour exploitation. In some of these places, there is a ‘captive’ population - often refugees,
migrants and those socially marginalized by language, gender or caste — with few outside options,
vulnerable to exploitation. In each place, there are also signs that alax approach to sustainability imposes
costs not only on the worker population, but also on the broader community - including public health
costs, lost tax revenue and environmental costs associated with unsustainable production practices.

Bangladesh is the world’s second largest garment exporter after China. Garment production accounts
for roughly 20 per cent of its GDP, and employs around 4.5 million people. It has been a powerful driver
of development, especially for women, in recent decades. But it has also exposed millions of children
to child labour in the production of leather and textiles. And as Bangladesh was exposed to competition
from Ethiopia, India and other producers in recent years and suppliers were forced to reduce costs,
working conditions deteriorated. This culminated with the Rana Plaza disaster in April 2013, in which
1,138 people were killed in the collapse of a building housing several garment factories supplying global
brands. In response to the resulting global outcry, three different supply chain governance initiatives
emerged: a government-ILO led National Tripartite Plan of Action on Fire Safety and Structural
Integrity; the European company led Accord on Fire and Building Safety in Bangladesh (which was legally
binding and included union representatives); and the US company led Alliance for Bangladesh Worker
Safety (not binding, no unions). At the inter-governmental level, Bangladesh, the EU, US, Canada and
ILO also agreed a Bangladesh Sustainability Compact together to commit to strengthening respect for
labour rights, building and workplace safety, and responsible business conduct. This created a strategic
coordination framework, backed up by the threat of loss of trade preferences.

The chapter considers the dynamics of interaction of these initiatives and their impacts. Overall, they
appear to have significantly enhanced worker safety. But their scope was limited, both in terms of their
reach into unauthorized factories, and into issues beyond worker safety — such as worker voice, sexual
harassment, involuntary work and wage theft. Moreover, a World Bank study suggests that because
buyers would not pay for the remediation and renovation of factories found to be unsafe, suppliers
passed the costs of doing so on to workers - specifically, to female workers. That is significant, because
it suggests that efforts that aim to address working conditions may generate trade-offs by suppliers on
wages. A more holistic approach to workers’ economic agency may be needed. Unlike the Alliance and
Accord, this may need to grapple with broader labour rights questions, such as unionization. Garment
suppliers in Bangladesh have counter-mobilized in recent years to resist broader reform pressures
on such questions, working with allies in Government to protect the industry’s domain from foreign
interference, framing these efforts in openly political terms.

In India, a large part of production is through informal, home-based work, where child labour may
be prevalent. Perhaps only 2 million of the roughly 45 million jobs in the sector are export-oriented,
limiting the leverage of foreign buyers and investors. Export-oriented production is clustered around
Delhi, Bangalore and Tirupur, and there is evidence of labour exploitation, rising to and including forced
labour, in each region. In recent years there has been particular international mobilization around
forced labour in the Tirupur area, the location of the majority of India’s spinning units and knitted
production. This has focused on the sumangali (‘married woman’) recruitment scheme - an indentured
servitude scheme recruiting poor, unmarried, lower-caste, rural teenage girls, with the promise of
earning enough money for a dowry - and thus the respectability of becoming a ‘married woman’. In
reality, workers often received less than promised, only at the end of a three-year term of service, while
being subjected to coercion and involuntary work during that period. Local and foreign civil society
groups mobilized in the late 2000s to organize public relations, judicial and divestment campaigns, and
stood up a local multi-stakeholder initiative. Local suppliers now argue the scheme is defunct. There



are however signs that some of the exploitative practices persist. A new approach, pioneered by the
Freedom Fund, combining elements of disruption, transformation and empowerment, may be having
more sustained success: in the 400 villages participating in its regional programme between 2015 and
2018, the prevalence of households experiencing bonded labour fell on average from 56 per cent to just
11 per cent. That represents more than 63,000 fewer individuals in bonded labour.

Since the 1990s, Ethiopia has sought to diversify its agriculture-focused economy, through a labour-
intensive, export-led industrialization model, based on East Asian models. Textile and garment
manufacturing is seen as key to this process, fostering backward integration to cotton production, while
harnessing preferential trade access to the EU and US to deliver rents that can be used to invest in
infrastructure, basic services and social programming. The Government’s industrial policy has, since
2008, focused on attracting foreign investment in the industry, through favourable investment and tax
regimes, low-cost electricity, and access to land and Government-funded industrial parks. Ethiopia also
has the lowest textile industry wage in the world, no statutory minimum wage, and low union density.
The strategy was significantly supported by development partners including DfID, GIZ and IFC, as well
as domestic banks. The result has been 51 per cent growth in the industry between 2013 and 2018, and
45,000 new jobs. Yet wages are so low that they may push workers into debt, once living expenses are
factored in. This, combined with poor management practices, seems to lead both to low total-factor
productivity, and to high workforce turnover, as workers leave to start their own informal businesses.
Workers may experience involuntary work, or coercion, but not both. This is not a ‘captive’ workforce.
Workers seem to retain the ability to exercise outside options.

Ethiopia also differs from India, Bangladesh, and the UK, in another key respect: it is a developmental
patrimonialist State. Patronage networks continue to retain strong control over the economy, even as
liberalizing reforms move arrangements towards a market footing. This means that efforts to intervene
in the garment sector, to reduce modern slavery risks, will not involve engagement with local private
sector actors (or indeed unions) in the same way that they will in more market-oriented economies.
Instead, the conversation will be essentially between foreign buyers and investors, the Ethiopian State,
and development actors. This offers both opportunities and risks. Once the Ethiopian State is behind a
certain reform, it means there is relatively reduced chance of local business acting as a spoiler. But this
also means that extra care will be needed to take local stakeholders’ interests into account - placing a
premium on fostering worker voice. The ILO’s new Siraye programme, which commenced in 2019, may
provide a framework for such efforts.

These cases offer important insights for harnessing the growth potential of the garments and apparel
industry, while reducing modern slavery risk - including after COVID-19. The pandemic has hit the
global industry especially hard, with income drops for workers in Asia of around 30 to 50 per cent.
Some two million female garment workers may have been laid off globally. Development actors and civil
society have mobilized to pressure buyers to take action to support workers during the pandemic, but
with rolling bankruptcies at the higher ends of the value chain, there is a limit to what these firms can do.

States have a key role but will need to take a more strategic approach. The garments value chain works
the way it does because States have chosen to take a hands-off approach, favouring returns to capital
over returns to labour. That is a choice; they could, equally, now choose to take a more interventionist
path, guiding the global garment sector towards greater sustainability and resilience. Upgrading long-
term resilience almost certainly means reducing short-term efficiencies — which may mean slower
turn-arounds, less responsiveness to consumers, and possibly higher prices. But it may also lead to
productivity gains, as more stable supplier relationships allow suppliers to save more, and to invest
more in the well-being and training of their own workforce. The chapter canvases creative options for
States to strengthen their role, drawing on examples from Australia (Fair Work Ombudsperson) and the
US (Fair Labor Standards Act).



Development actors could mobilize stakeholders around a shared vision for system transformation. This
might involve creating incentives for improved supply chain transparency and information-sharing;
modelling how adjustments to trade and investment regimes could be harnessed to foster greater
supply chain resilience; identifying and financing investments to promote resilience and sustainability
upgrading; facilitating local market arrangements that foster longer-term planning and sustainability
while protecting economic agency (such as worker and supplier cooperatives, framework agreements
or accords between government and industry); and engaging global unions to develop and effectively
implement global framework agreements. The chapter lays out what such arrangements might look like
in the Leicester, Ethiopia and Tirupur contexts.




CASE STUDY: CONSTRUCTION AND
INFRASTRUCTURE (INDIA, MYANMAR, QATAR)

Construction and infrastructure may account for 14.7 per cent of global GDP by 2030. The sector already
employs around seven per cent of the global workforce. It is at the heart of global plans for achieving
the 2030 Agenda, with the G20’s Roadmap for Infrastructure as an Asset Class, the China-backed One
Belt One Road Initiative, the Japan, US and Australia-backed Blue Dot Network, and other inter-State
efforts. Yet there are perhaps 4.5 million people in forced labour in the construction industry worldwide,
according to the ILO. That is 18 per cent of the global victim population, second only to domestic work.
In a 2018 study, one third of construction workers in one UK survey indicated that they had worked for
no pay. Modern slavery risks have been identified in the construction sector in countries from Angola
to the United States.

Modern slavery in the construction sector shares many characteristics with exploitation in the other
sectors addressed in the study, drawing on the same vulnerable populations, the same institutional
logic of outsourcing risk through multiple supply chain tiers until it rests with workers. But construction
and infrastructure also have one key difference: construction capital is sunk in a specific place. Several
things flow from this.

First, production cannot move to the place where labour is cheapest, as is the case in the garment and
apparel industry, for example. Instead, labour must come to the building site. Those journeys become
a key site and source of vulnerability related to construction and infrastructure. Construction firms
outsource recruitment and push the costs of recruitment onto workers themselves, through recruitment
fees charged by brokers, which workers often finance by taking on high-cost debt. These fees have
been systematically linked to debt bondage. But they also cause broader social economic harm. They
are essentially a roughly USD 4 billion rent charged annually by market intermediaries for access to
information and work, serving to redirect capital from more productive and multiplicative uses through
remittance to migrant workers’ families and home communities.That rent never shows up in the books
of the industry. Poor migrant workers are, essentially, subsidizing construction in foreign, often high
income, countries.

Yet because much construction work is relatively low-skill and barriers to entry are low, competition for
these jobs is nevertheless intense. Whatis more, contractors are themselves usually competing primarily
on labour costs (since material costs are essentially fixed). This structure puts vulnerable construction
workers - especially migrant labourers - at significant risk of exploitation. We see this pattern at work
in a case study of Qatar, where 40 per cent of people work in construction, and migrant workers are 87%
of workers.

Second, because construction and infrastructure capital is sunk in a particular place, physical control
of that place, building or infrastructure, and the populations on and around them, can become a prize
for political, territorial and even military competition. We explore this aspect of the sector in a case
study of Myanmar. Over several decades, forced labour has been an aspect of the military’s strategy
for controlling territory and population - in other words, of governance. Yet that strategy has evolved.
From independence until the 1990s, the Tatmadaw used forced labour as a counter-insurgency tool of
pacification, designed to establish the State’s territorial control in Burma’s post-colonial periphery,
and to subjugate ethnic minorities. By the mid-1990s forced labour on infrastructure projects was
worth perhaps 7 per cent of GDP, or 25 per cent of the public budget. From the 1990s on, as the military
steadily shifted towards a more market-oriented governance strategy, extracting profit from Myanmar’s
natural resources through partnership with ethnic leaders and foreign capital, the logic of forced labour
also evolved in a more commercial direction. In the last few years, however, the old logic of terror has



resurfaced as the Tatmadaw has revived its counter-insurgency approach in Rakhine state, particularly
targeting the Rohingya.

Third, the value-add from construction and built infrastructure is typically consumed domestically.
Construction is not an export-oriented industry, and thus is not necessarily subject to sustainability
pressures from foreign consumers or trade boycotts in the same way that some of the other sectors we
studied here may be - though foreign investors may still play an important role. However, this equation
alters when the infrastructure in question is built in order to generate revenue tied to foreign markets. In
Myanmar, for example, we study the impact of civil society pressure on France’s Total, the US oil company
Unocal (now Chevron) and Thailand’s PTT, foreign energy companies involved in the construction of a
gas pipeline in the mid-1990s that allegedly involved forced labour. In Qatar, we study the impact of the
2010 award of the FIFA World Cup 2022, which invited the global spotlight, disrupted the ‘climate of fear’
in the industry (as described by a UN Special Rapporteur in early 2020), and created opportunities for
concerted pressure from civil society, the ILO, labour unions, and FIFA itself - including through the
FIFA’s independent Human Rights Advisory Board.

Modern slavery risks are further exacerbated in the industry by a number of institutional factors not
linked to ‘place’ Small contractors typically operate on razor-thin margins, in part because of the
normalization in the industry of late payment, ‘pay when paid’, and withholding a portion of contract
value as a surety against timely and complete performance. These practices lead workers to be paid
last, late, and often incompletely. And it disincentivizes efforts by employers to invest in workforce
development. Another institution that contributes to modern slavery risks is the system of visa
sponsorship, especially the kafala (‘guarantee’) system in the Gulf. The kafala system gives control of
key aspects of a worker’s economic agency - especially their ability to exercise outside options in the
labour market - to their employer. And kafala arrangements also tend to operate alongside restrictions
of worker voice, especially restriction of freedoms of association and collective bargaining.

In both the Myanmar and Qatar cases, we look in depth at the dynamics of ‘constructive engagement’
reform efforts, in which the ILO has played a central role.

In Qatar, the World Cup spotlight has intersected with both heightened attention to forced labour
concerns by the ILO system, and the strategic opening created by the blockade of Qatar instituted
by Gulf Coalition Council and other countries in June 2017. This created an opportunity for Qatar to
accelerate liberalization of its labour market. It soon agreed to an ILO request to open an office in the
country. Together, ILO and Qatar have worked since late 2017 to reform Qatari labour market regulation,
adopting a series of liberalizing and protective reforms that have enlarged worker agency. New dispute
resolution and worker voice systems were established, worker welfare standards were adopted, some
recruitment fees started to be reimbursed, a workers’ insurance fund was set up to move the risk
from late payment from workers to the State. Finally in August 2020, Qatar abolished its system of ‘No
Objection Certificates’ and, with it, the kafala system in the country, while also moving to institute a
non-discriminatory minimum wage. Yet issues around worker voice remain unresolved.

In Myanmar, the ILO has been calling for an end to forced labour since 1964. Attention increased
markedly in the late 1990s after a union complaint to the ILO Committee of Experts led to the creation
of a Commission of Inquiry. After receiving extensive evidence and testimony, it concluded that there
was widespread and systematic forced labour associated with infrastructure projects in Myanmar,
especially targeted at the Rohingya and other ethnic minorities. ILO offers of technical assistance were
rejected, leading the International Labour Conference to all but suspend Myanmar’s participation in ILO
activities. Matters trickled along for several more years, until around 2007 the ILO and Member States
began to mobilize to send the matter to the ICJ, ICC and/or UN Security Council.



This, however, coincided with a turn by the Tatmadaw away from China, toward the West. In 2007
Myanmar agreed to cooperate with the ILO to address forced labour. In 2008, Myanmar adopted
a new, more democratic constitution - though one in which the military retained key veto powers
and, behind the scenes, its control of key economic assets and levers. Together, these reforms set the
stage for the re-entry of Western capital into Myanmar’s markets, giving the military new commercial
partnership and patronage options. Increasingly, forced labour took on a commercial cast. In Rakhine
state, however, the counter-insurgency logic of forced labour in construction has re-emerged since
2012, as inter-communal violence, militancy and armed conflict have drawn the Tatmadaw back onto its
old counter-insurgency footing. Since 2018 UN investigators have found a consistent pattern of forced
labour against both the Rohingya and ethnic Rakhines, as well as in Kachin and Shan states. At the time
of writing, the World Bank is proposing USD 100 million in programming for Rakhine, intended as a
form of constructive engagement promoting the reestablishment of inclusive, non-sectarian economic
activity. This raises challenging questions about how to prevent development finance contributing to
ongoing modern slavery through effective human rights due diligence, and about the effectiveness of
constructive engagement more generally.

In the final section of the chapter, we consider several lessons: the need for strategic coordination; the
disruptive opportunity provided by Mega Sports Events; and the challenges facing global sustainability
frameworks for this sector, such as the Equator Principles (project financing) and Building Responsibly
(a coalition of six major construction and engineering firms supported by Business for Social
Responsibility).

We consider entry-points for development programming to address the impediment to development
imposed bytheindustry’sreliance onrecruitmentfeesincluding: improving access to marketinformation,
providing a lower-cost public recruitment option, providing low-cost and safe financing, and promoting
adoption of and action on the Employer Pays principle. Development actors could push the industry’s
value chain away from normalized late payment by financing worker insurance schemes, promoting use
of Project Bank Accounts, and using social finance to link capital costs to ESG performance. We look at
one such instrument being rolled out in the Indian construction sector, consider the role the Blue Dot
Network may play as a transnational sustainability ratings agency for large-scale infrastructure projects,
and the rise of infrastructure financing as a core focus of multilateral development banks. And finally,
we consider the early turn by the regulators in many countries towards joint liability frameworks for
worker welfare in the construction sector.




PART THREE: NEW PATHS TO
DEVELOPING FREEDOM

COVID-19 and the Developing Freedom agenda

The pandemic’s impacts on modern slavery risks can be understood through the three dimensions of
the Developing Freedom framework.

First, the pandemic has a vulnerability dimension. It makes people more vulnerable to exploitation by
putting their health at risk, making livelihoods more precarious and reducing income - all of which
reduce their economic agency. The pandemic is regressive: those who are most marginalized and
impoverished suffer the greatest increase in risk of exploitation. Risks will grow particularly where
governments’ ability to provide temporary protection is limited by fiscal bandwidth, technical and
technological reach into informal workforces, or limited social support for extending protection to
marginalized or migrant communities.

Women and girls are at heightened risk. Lockdowns increase risks of exploitation and violence during
periods of isolation. Increased domestic work and childcare leads to reduced workforce participation
and educational participation, engendering longer-term vulnerability. As the downturn reduces
household income, this will lead to worse access to food and healthy nutrition for women and girls,
making them more susceptible to health crises and vulnerable to risky labour market decisions.
Children’s vulnerability is also likely to increase. Parental ill-health and morbidity are a key driver of
child labour, as is impoverishment. A 1 per cent rise in poverty leads to a 0.7 per cent increase in child
labour rates, pointing to a high risk of reversal of the reductions of child labour achieved in recent
decades. Remittances are expected to decline by roughly 20 per cent, likely removing household income
that helps keep children in school. And reduced incomes can induce child labour migration and child
marriage.

Stranded migrant workers are at heightened risk of exploitation as they seek to avoid deportation,
compete for jobs, seek to avoid loss of securities or deposits and fight to keep visas and work permits
valid. And repatriated migrant workers risk exclusion from social assistance programmes. Lost jobs
will mean a rise in informal work, a key factor determining vulnerability to modern slavery, in part
because informal firms are more labour-intensive and informal incomes are lower than equivalent work
in the formal sector. And the pandemic is also threatening an insolvency crisis for global microfinance,
removing a crucial cashflow-smoothing mechanism for poor households and SMEs. Reduced access
to microcredit will mean worse economic, social and health outcomes for women and girls, reduced
household investment in education, reduced education participation rates, and increased child labour.

Second, the pandemic has an exploiter strategies dimension: disrupting supply chains, markets and
business models, leading to innovation and adaptation. In some sectors, the collapse in demand means
firms are competing - often on labour costs - for shrinking business, incentivizing coercion. In other
sectors, such as PPE, there is a boom in demand on short turnaround that is driving forced work. Sadly,
there appears to be a global surge of online child sexual exploitation, representing a tragic inter-net
based adaptation in exploiters’ profit-making strategies.

Finally, the pandemic’s impacts have an institutional dimension. Reduced resources disrupt some
institutional anti-trafficking responses, such as inspections, and may have other institutional effects
thatimpact vulnerability (such as school closures, or withdrawal of income support and social protection



coverage). Some countries have responded to the economic downturn in ways that could further heighten
risks, for example reducing worker protections with a view to securing foreign investment and demand.

In the area of development finance, the pandemic will reduce public revenues and most likely ODA
commitments (the term used to describe both promised and actually disbursed ODA allocations). But it
may also have accelerated a turn to environmental, social and governance (ESG) factors in investment
and lending decisions. Capital markets are realizing that worker vulnerability can spell vulnerability
for both firm performance and economic growth. This offers a significant opportunity for ‘maximizing
finance for development’. Multilateral actors already looking to use public spending to crowd-in private
capital investment have an opportunity now to do this in a way that helps reduce modern slavery risks,
develop freedom and achieve SDG targets such as those in 5.2, 8.7 and 16.2.

Ghosts of crisis past: financialized development,
slavery and the Panic of 1837

The turn to private finance carries some risks. To understand them, we look to a key episode in Western
economic development - the 1830s development of the Mississippi Valley and American south-west,
which led to a financial Panic in 1837 with important similarities to the 2008 Global Financial Crisis.

Public actors worked to create a market for private investment in the development of the American
southwest, leading to a boom in cotton - and in slavery. The unintended results were catastrophic - not
only for the Native Americans displaced and the hundreds of thousands of African-Americans enslaved,
but for America. In the short term, the boom led to a financial bubble, the Panic of 1837 and an economic
depression not matched until the 1930s. In the longer term, the bursting of the cotton bubble led to a
shift in financial power from New Orleans and Philadelphia to New York, an altered balance of power
between Southern and Northern elites, and the destabilization of the American political settlement
leading later to the American Civil War.

The key financing strategy used to develop the Mississippi Valley was very similar to a strategy at the
heart of current multilateral approaches to Financing for Development - the creation of a tradeable asset
class pooling risk from multiple underlying development projects. In the 1830s, public actors facilitated
the creation of bonds, underpinned by mortgages of plantations and even of slaves themselves. These
bonds were sold into European capital markets. Today, public actors again aim to maximize finance for
development by creating tradeable assets from development projects.

We highlight two lessons from the earlier episode for today’s development sector: first, the dangers of
encouraging private risk-taking without mandating centralized monitoring and management of resulting
systemic risk; second, the dangers of delegating risk assessment and management to private actors,
whose incentives may not align with the public interest. But the episode also points to the possibility
of creative solutions, such as the construction — by American abolitionists including a young Abraham
Lincoln - of a market for reliable risk information. We show how this may point to an important role for
development actors in regulating today’s sustainable finance to help reduce modern slavery risks.

This points to a final lesson: the fact that development is shaped not just by single interventions or even
national development strategies, but by global market regulation and conditions. If the development
sector is serious about reducing vulnerability to modern slavery, it must think not only about how to
safeguard against modern slavery at the individual project level, but also at the systemic level. That
means thinking about how aid interacts with trade, investment, tax and competition law, about whether
the growth models and development pathways promoted by the development sector are in some cases
conducive to modern slavery, and about the limitations of a country-by-country approach.



An Agenda for Developing Freedom

The last section of the report sets out a Developing Freedom Agenda. (Please see the full report for the
full discussion of these recommendations.) This Agenda aims to mobilize development actors to protect
and sustain economic agency to prevent enslavement and unlock the potential of those who have been
enslaved. We offer five broad recommendations to development actors, addressing implications both for
pandemic recovery and longer-term efforts.

1. Commit to develop freedom: make maximizing economic agency
a development goal.

We argue for treating developing freedom - maximizing economic agency - as an explicit goal of
global development efforts, alongside economic growth, poverty alleviation or conflict prevention. This
requires:

o moving from safeguarding to a strategic approach, treating developing freedom as an aim of
intervention, something to be prioritized and proactively pursued through lending, spending and
policy advice;

« recognizing that pandemic recovery requires commitment to an economy that works for people — an
economy that promotes their economic agency and helps them develop their freedom;

o connecting anti-slavery efforts to ongoing development work on resilience, empowerment and
governance.

2. Slavery-proof development pathways: use the developmental role
of the State to maximize economic agency.

We argue for rethinking the developmental role of the State, to focus not just on economic growth and
social development, but on maximizing people’s economic agency. Pandemic recovery policies should
not promote protectionist policies, but rather harness the increased State presence in economies
brought about by COVID-19 to promote a more equal, entrepreneurial and educational growth model
than is currently offered in models of incorporation into Global Value Chains. We suggest aligning this
model on five lines:

o emphasizing human capital formation, including investment in education, life-long learning and
skills development, and fostering migrant education, skills recognition and skills development;

o promoting entreprencurialism and wealth pre-distribution, through improvements to labour market
mobility, financial inclusion, and capital formation - for example through promoting retirement
savings, democratizing ownership of new technologies such as green technologies and industrial
robots, and fostering use of cooperative production systems;

 providing safety nets, to protect in crisis and encourage responsible risk-taking, through wage
insurance schemes, protection floors, access to healthcare and childcare, and strengthened
government-to-person (G2P) platforms;

o promoting high-skilled growth, for example through industrial policy promoting skills-intensive
exports backed up by necessary education, training, wage policy and incentives for private
investment; and



o reducing inequality of economic agency, through progressive taxation, effective competition policy
and executive compensation rules.

3. Supply freedom: turn GVC practices towards responsible business
conduct.

We argue for development actors to use their resources and leverage to encourage responsible business
conduct in global value chains, prioritizing sectors and value chains where COVID-19 has most severely
reduced economic agency. Development actors should encourage companies and suppliers to which
they are connected to protect people as effective economic agents, for the long-term health of the whole
economy. This includes:

o protecting workers’ health, incomes and livelihoods, through workplace safety measures, maintaining
supplier relationships, promoting wage subsidies, loan guarantees and flexible payment
arrangements. Remedial measures may also be needed where supplier decisions have contributed
to or caused increased modern slavery risks.

o working together, through joint approaches to high-risk supply chains, social dialogue, promoting
worker voice, managing migrant labour repatriations, and mobilizing around share GVC
transformation plans.

Realizing these goals may require working across multiple institutional levels and action in new forums
(such as the UN Regional Economic Commissions and Regional Fisheries Management Organizations).
Pandemic recovery offers a new start — a chance for governments and development actors to work with
value chain stakeholders to reshape those value chains, collaborating, rather than competing. This could
begin with development of a set of shared expectations of suppliers in high-risk value chains - such as
PPE.

4. Finance freedom: use development finance to reduce modern
slavery risks.
We argue for the development sector to take a more active role using its collective leverage to shape how

capital markets address modern slavery risks. In the short term, during pandemic recovery, this should
focus on keeping people afloat, by:

o increasing liquidity at all levels, to help governments and enterprises access needed resources,
including by enlisting intermediary financial institutions;

o amicrofinance rescue plan, to ensure thathundreds of millions of at-risk households and enterprises
survive the global economic downturn;

o increasing digital financial inclusion, using the opportunity created by the crisis to invest in efforts
to address the 1.7 billion people who remain unbanked, and to improve access to working capital for
the SMEs and micro-contractors that may be most prone to use forced labour.

In the longer term, the focus should be on collective leverage to ensure capital markets accurately price
modern slavery risks, including:

o coordinated exclusion of known modern slavery risks from public financing, lending and investment;



« active participation in the construction of a harmonized ESG risk information infrastructure;
o systemic risk monitoring to identify when privately-incurred ESG risks are reaching toxic levels; and

o concerted action to tackle illicit financial flows connected to systematic forced labour, including
stolen asset recovery and disrupting the recruitment fee system.

5. Organize communities for freedom: empower stakeholders to
maximize economic agency.

The study identifies community organization and strategic coordination as central requirements for
developing freedom. Slavery is not only an economic, but a political system, that redistributes wealth
from labour to coercive capital. Disrupting slavery systems has always generated a political backlash and
will do so in future. To develop freedom therefore requires effective community organization - from the
local to the global level. We argue for:

o Creating a Developing Freedom Forum, where development actors can share information, learn
lessons, and develop coordinated strategy to apply in a coordinated manner across different
institutional settings and global value chains.

o Developing new tools for tracking progress, including new (DAC) programming codes, and common
monitoring and evaluation variables,

o Joint value chain mapping and transformation planning, to develop shared understandings of how
modern slavery risks can be addressed in specific sectors.

The cases in the study make clear that only where the international community organizes around a
shared substantive agenda for reform, building and using leverage in a coherent and coordinated way,
can we expect to see the scale of slavery reduction needed to end modern slavery by 2030.






“|T]he work done by freemen comes cheaper in the end
than that performed by slaves.™
- Adam Smith, Wealth of Nations (1776).

“Slavery benefits no one but its immediate, individual owners,

and them only in a pecuniary point of view. Does the slaveholder, while he
is enjoying his slaves, reflect upon the deep injury and incalculable loss
which the possession of that property inflicts upon the true interest of the
country?”™

- H.R. Helper, The impending crisis of the South: How to meet it (1860).

“For centuries, millions of Africans and their New World

descendants had their decision-making rights, their status as economic
agents, removed for profit... there may be enormous private returns to
compromising economic agency, [yet] doing so gives rise to the ultimate and
most fundamental of all externalities... [Slavery is| a pathology of economics,
corrupting variation and diversity... into means of extracting rent.”

- Peter Doyle, former IMF Director, On Economic Agency, June 2020.

Around 40.3 million people - around 1 in every 185 people alive - are estimated to have experienced
modern slavery or forced labour in 2016, the best global estimate we have available.* Slavery involves
some people treating others as if they own them.’ This restricts and even denies victims the opportunity
to make decisions — centrally, economic decisions - for themselves.® Slavery is an intentional denial
of the basic economic agency that is assumed by our economic models - their ability to make choices
about how to use factors of production such as land, labour and capital, or how to develop their own
capabilities.” And for that simple reason, enslavement imposes an unrecognized drag on development
- not only at the individual level, but also, we increasingly understand, at the community and national
level too.

Adam Smith recognized almost 250 years ago that slavery reduces productivity. In this report, we argue
that the knock-on effects of denying people their full economic freedom do not stop there. We show
how they ripple out through the economy, snowballing into large-scale, inter-generational effects that
create major impediments to sustainable development, and leave everyone worse off.By denying people
economic agency, slavery reduces the multiplier effects at work in the economy, discourages innovation
and imposes costs on the public purse. Slavery also impacts the descendants of those forced into labour,
by measurably increasing inter-generational, multidimensional poverty, by increasing inequality, and by
reducing social capital. It distorts financial markets, by fostering mispricing not only of labour but also
capital. It fosters corruption and illicit financial flows. Slavery increases ethnic fragmentation, impedes
State formation, and reduces investment in public goods including infrastructure and education. It
fosters gender discrimination, reduces health outcomes and even, we are now learning, harms the
environment.

These results are not limited to cases of ‘chattel’ slavery, where ownership of humans is formally
sanctioned. They appear to hold also for other forms of forced and coerced labour, including
contemporary human trafficking, where people are treated as if others owned them, or owned parts of
their agency, even if that is formally not so. In this study, we refer to all of these forms of exploitation
that involve an intentional restriction or denial of the victim’s agency in a way that amounts to de facto



‘ownership of agency’ by the catch-all term ‘modern slavery. Where that loss of agency is total or
totalizing, we refer to the conduct simply as ‘slavery’, in part to highlight the continuity between chattel
slavery, as was practiced in the era of trans-Atlantic slavery, and contemporary ‘modern slavery’. So
serious are the long-term impacts of restricted agency on sustainable development that - on both sides
of the Atlantic - the communities that were most involved in transatlantic slavery hundreds of years ago
are now significantly worse off than those that were not. One influential analysis, from Harvard scholar
Nathan Nunn, suggests that transatlantic slavery accounts today for 72 per cent of income disparity
between African nations and the rest of the world - and 99 per cent of the disparity between these
nations and other developing countries.” This also implies, however, that ending slavery would unleash
significant growth: IMF researchers recently suggested that eliminating child marriage - one element
of modern slavery — would offer poor countries GDP per capita growth of around 1.05 per cent.” And
an unpublished estimate by economists in Australia suggests that ending contemporary slavery would
deliver GDP growth of between 3 and 5 per cent.”

Yet the long-term impacts of turning a blind eye to slavery — as we continue to - are not just economic
under-development, but also economic and institutional fragility. Slavery and lack of resilience are
intimately connected. Communities that are heavily exposed to organized slavery are more likely to
later suffer armed conflict. And the COVID-19 crisis is teaching us that our value chains and even our
economic system rely too heavily on low-wage, insecure and dangerous work, without rewarding the
workers that assume the risks associated with that work. The crisis has shown us that such an approach
may not be resilient or sustainable in the face of an exogenous shock like a pandemic - even as we
can expect more such shocks, including from climate change. At the same time, the Black Lives Matter
movement, with its efforts to grapple with systemic discrimination descending from trans-Atlantic
slavery, forces us to contemplate the long-term, systemic risks of failing to address the impacts of such
slavery systems.

The global development sector has intellectual resources available to address slavery. Thirty years ago,
Amartya Sen’s Development as Freedom made the case for putting human agency and capabilities at the
heart of development, giving rise to the ‘human development’ discourse. Yet the development sector has
had a blind-spot when it comes to contemporary slavery, failing to appreciate both that it represents
a foundational denial of economic agency, and that its costs ripple across the economic system and
multiply to severe proportions. Even where they focus on ‘human development’, development actors - as
we show in this report - by and large do not treat slavery reduction as an objective of their interventions.
They spend relatively little on interventions targeting modern slavery, forced and child labour, and
human trafficking - less than USD 450 million per year, on average, in Official Development Assistance
(ODA) between 2000 and 2017 - or around USD 11 per victim per year.Development actors treat slavery
and forced labour as marginal, technical issues, to be safeguarded against in project delivery. Slavery
reduction has not been a focus of most development actors’ investments, policy lending, or advice
to governments. This is true across the UN Development System, the traditional multilateral lenders
and their ‘new’ counterparts (such as the AIIB, the BRICS bank), bilateral development agencies and
development finance institutions.

Perhaps it should not be surprising, then, that the growth model at the heart of many contemporary
development efforts — incorporation of low-skill, low-wage workforces into Global Value Chains (GVCs)
- may increase some workers’ vulnerability to labour exploitation and modern slavery. This is even
acknowledged in the 2020 edition of the World Bank’s flagship World Development Report. To understand
why the ‘Smile Curve’ economics associated with GVCs generates this result, we consider how GVCs
map onto what we know about how contemporary slavery systems work. To do that, we introduce in
this study a conceptual framework that analyses slavery systems as the product of interaction of three
factors: 1) institutional environment; 2) people’s vulnerabilities; and 3) exploiter strategies. We show how
current ‘Smile Curve’ growth strategies, which encourage developing economies to start with low-wage,



low-skill sectoral growth and then move up the value chain, create institutional conditions amplifying
vulnerabilities and empowering exploiters. Drawing on six sectoral case studies - cattle, palm oil, cotton,
fisheries and aquaculture, garments and apparel, and construction and infrastructure - we show how
this model helps make sense of where modern slavery risks arise, and why they persist. Modern slavery
systems operate as extractive systems that deliver not only wealth but also significant political power to
the rentiers that control them, and their allies.

In the final part of the study, we lay out a ‘Developing Freedom Agenda’ — a set of recommendations
for reducing modern slavery through concerted, strategic development sector action to intervene in
modern slavery systems. This agenda focuses centrally on enlisting States to protect and maximize
people’s economic agency - a new articulation of an old developmental role for the State. We draw on
lessons from the COVID-19 pandemic, as well as from the financialized development of the American
southwest in the 1830s, to offer five recommendations to development actors for Developing Freedom,
including during short-term efforts to recover from COVID-19.

Our analysis

In this study, we consider the relationship between slavery and development in depth, through
comprehensive literature reviews, quantitative analysis, surveys and mixed methods case studies. The
study builds on earlier analysis at the United Nations University Centre for Policy Research on the role
of the multilateral system in the fight against modern slavery,” and quantitative analysis of official
development assistance (ODA) aimed at SDG Target 8.7 objectives.” In this study, we extend that analysis
by posing a larger question: How can fighting slavery contribute to sustainable development?

Part One considers the relationship between Sustainable Development and Modern Slavery.

In Chapter 1, Development’s blind-spot, we look at how the relationship between slavery and development
is currently handled in global development actors’ discourse and practice. We use a mixture of
practitioner surveys, quantitative analysis and desk research to explore practitioner perspectives, more
than 2 million official aid project records, as well as development entity policies and practice. We review
400 country development strategy documents, the practice of multilateral development banks, export
creditagencies, development finance institutions, and new developmentlenders, including China. Across
this broad array of practice, we identify a clear ‘blind-spot’ in contemporary development analysis and
discourse regarding the systemic nature of slavery and its economic impacts, and a resulting absence
from development practice of systematic effort to address the impacts of modern slavery on sustainable
development.

In Chapter 2, How slavery impedes development, we look at what research tells us about how slavery and
development intersect, and consider the implications for development programming. Drawing on both
a bibliographic and a systematic survey of relevant literatures, we identify ten ways in which slavery
creates a drag on sustainable development. We consider what this tells us about how contemporary
approaches to development - especially through incorporation into global value chains (GVCs) - may
contribute to modern slavery risks, and what this means about the developmental role of the State. And
we identify a gap in the relevant literature and practice: there is no overarching conceptual framework
explaining how these causal vectors inter-relate, contributing to analytical fragmentation and policy
incoherence.

Toremedy this, we draw on Amartya Sen’s seminal explanation of development as a process of maximizing
human capabilities and freedoms - Development as Freedom. We identify a shared central objective for
development actors and those fighting slavery, forced labour and human trafficking: protecting and



maximizing people’s economic agency in order to allow them to develop their capabilities.” Drawing
on epidemiological and systems thinking, we present a framework for understanding how modern
slavery impedes development. This framework characterizes modern slavery as an extractive system
that emerges out of the interaction of institutional environments, people’s vulnerability and exploiter
strategies. Exploiters capture rents by monopolizing and stealing not just their victims’ labour, but their
very economic agency.This generates the significant economic, social and environmental externalities
described earlier in the chapter. Understanding slavery systems in this way helps clarify how existing
programming approaches inter-relate, and what may be missing - especially the recognition of the
political power of rentiers within this system, the need for multi-level governance strategies, and the
consequently complex role of the State as both a partner in and obstacle to sustainably developing
freedom.

Part Two of the study consists of, Six sectoral case studies, in which we use the Developing Freedom
framework established in Part One to discuss the possibilities for addressing slavery systems in six
economic sectors: Brazilian cattle (Chapter 3); palm oil - with a focus on Indonesia, Malaysia and Nigeria
(Chapter 4); Uzbek cotton (Chapter s5); fisheries and aquaculture — with a focus on Thailand, plus the
Philippines, India and Bangladesh (Chapter 6); garments and apparel - focusing on the UK, Bangladesh,
India and Ethiopia (Chapter 7); and construction and infrastructure - focusing on Qatar and Myanmar
(Chapter 8). These sectors were selected in consultation with the project donor to provide diversity
on a variety of dimensions, including geography and country income-levels, forms of exploitation,
and market structure. In each case, we identify the aspects of the institutional environment, people’s
vulnerabilities and exploiter strategies that generate modern slavery. We show how these differ by
context. We explore how past intervention efforts have combined technical know-how, financing and
political capital in attempts to end these systems of modern slavery, and consider the results of those
interventions. In line with the Developing Freedom model, we find that in many cases rentier exploiters
- working in both legitimate and illegitimate business - have resisted interventions, highlighting the
importance of a strategic approach. In each case, we use this analysis to point to potential new entry
points for development actors.

Part Three is entitled Building Back Better by Developing Freedom. In Chapter o, Freedom in a time of
crisis, we consider how COVID-19 is exacerbating modern slavery risks. We consider how the COVID-19
crisis is accelerating consideration of social risk factors by donors and investors and the opportunity
- and risks - this creates as the development sector turns increasingly to blended finance, public-
private partnerships and efforts to crowd-in private capital to ‘Maximize Finance for Development’. To
understand those risks, and drawing inspiration from the Black Lives Matter movement, we look to the
lessons from the use of blended finance and global capital markets to develop the Mississippi Valley in
the 1830s. We identify several lessons for contemporary development practice about the challenges of
effective financial and social risk assessment and management.

Finally, in Chapter 10, An Agenda for Developing Freedom, we draw on these lessons and earlier chapters
to set out a Developing Freedom Agenda. We describe the measures that this will require of development
actors, in both the short-term context of Building Back Better after the COVID-19 crisis, and for the
longer term: 1) commit to develop freedom; 2) slavery-proof development pathways; 3) supply freedom;
4) finance freedom; and 5) organize communities for freedom. Taken together, these measures would
involve an important shift in development thinking about anti-slavery, from treating it as a question of
risk minimization to a question of agency maximization. This would entail an important change in howwe
understand the developmental role of the State, enlisting the State to prevent people with greater access
to power and capital from stealing the agency of those more vulnerable. This will require shifting growth
models from development pathways focused on low-wage, low-skill industrialization, to those focused
more on enlarging protection systems, encouraging high-skilled industry through both investments



in human capital and through wage policy, and fostering entrepreneurialism. Given the global nature
of markets and institutions, that will require states to work together, and with other stakeholders, to
ensure global market regulation and GVC governance protect people’s economic agency.

Our methodology

This study was led over eighteen months (2019-2020) by Professor James Cockayne, drawing on research
undertaken by a team operating out of and managed by the United Nations University Centre for Policy
Research (UNU-CPR). Chapter 1 draws on a literature review commissioned from the University of
Nottingham’s Rights Lab, led by Dr Katarina Schwarz, with support from Dr Deanna Davy, Dr Hannah
Jeffery and Dr Daniel Ogunniyi. The analysis of ODA spending draws on an earlier study undertaken
by Cockayne and Dr Kelly Gleason,as well new data covering 2013-2017 collected by Dr Kelly Gleason."
This Chapter also draws on survey and grey literature research into development actor sentiments and
strategies undertaken by several researchers at UNU-CPR, notably Otilia Enica, Angharad Smith and
Nesrien Hamid. Chapter 2 draws on a bibliographic survey commissioned from Professor CAF Dowlah.
Chapters 3 to 8 reflect deep dive research by James Cockayne, supplemented by mixed-method studies
commissioned from several research teams working to a shared set of research questions. Research for
the cattle, cotton and construction chapters (3, 5 and 8) was contributed by UNU-CPR (Angharad Smith
and Nesrien Hamid, respectively). Research for the palm oil chapter (Chapter 4) was contributed by The
Purpose Business (Patricia Dwyer, Rebecca Walker Chan and Thomas Tang). Research on fisheries and
aquaculture (Chapter 6) was contributed by the University of Nottingham Rights Lab (Dr Jessica Sparks,
Dr Bethany Jackson). And research on garments and apparel (Chapter 7) was contributed by Partnership
for International Development (Anna Bryher, Jim Cranshaw and Frances Hill). The analyses used by these
teams used a variety of methods, including desk review and in-country engagement with representatives
of different stakeholder groups (including those representing survivor and worker organizations). Out of
an abundance of caution and in the interests of frank disclosure by interview subjects, the identities of
interviewees will not be published, but are on file with UNU-CPR.

The report does not attempt to provide a systematic review of evidence on the factors that drive modern
slavery.” Instead, it attempts to answer the deceptively simple question: How can fighting slavery contribute
to sustainable development? 1t offers a new approach to answering that question, and seeks to provide a
conceptual and programming approach that will, we hope, underpin more effective development sector
engagement with the anti-slavery agenda.
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CHAPTER 1: DEVELOPMENT’S
BLIND-SPOT

In 2015, all 193 United Nations Member States committed to take immediate and effective measures
to end modern slavery, forced labour and human trafficking by 2030, and child labour by 2025. This
is Target 8.7 of the Sustainable Development Goals (SDGs), known as the 2030 Agenda for Sustainable
Development. States also committed to eliminating trafficking and other types of exploitation of women
(SDG 5.2), children (SDG 16.2), and forced marriage (SDG 5.3) — also by 2030. This is an agenda that all
countries have committed to pursue, wherever modern slavery, forced labour, human trafficking and
child labour are found - not just in countries traditionally described as ‘developing’ countries. It offers
a clear statement by UN Member States that ending modern slavery should be an integral part of global
development efforts, or even, as a subsequent Call to Action endorsed by 92 countries puts it, “a priority”
for multilateral development action.'

There have been occasional calls over the years for the development sector to bring a more concerted
strategic and operational focus to its work on slavery reduction. Anti-Slavery International has
advocated for understanding anti-slavery efforts through an anti-poverty and development lens since
at least 2007.” That is the same year in which Roger Plant, a pioneer of work on forced labour at the
International Labour Organization, spoke at a conference convened by the UK Foreign Office and UK
Department for International Development about the role of development actors in fighting slavery.” In
May 2009 a World Bank Social Policy Discussion Paper called for the Bank to play a greater leadership
role through measurement, knowledge capture and coordination,* and a Bank Social Development Note
set out a number of programming areas in which the Bank could make a contribution.” The same year,
the UN Development Programme published a research paper canvasing how the anti-trafficking and
human development agendas could be better integrated, arguing that “the human development gains
from greater mobility could be significantly enhanced if there was greater coherence between policies to
combat trafficking and policies to promote development.” Also, that year, an independent quantitative
study found thatincidence of slavery was one of the best ways to explain regional variations in the Human
Development Index.” A subsequent study developed and tested this hypothesis through multivariate
regression analysis, finding that a 1 percent increase in the prevalence of slavery is associated with a 0.045
percent decrease in human development, and is also negatively associated with GDP and equality.® In
2015, a joint United Nations University/Freedom Fund study entitled Unshackling Development suggested
a need to join-up multilateral responses to deal with exploitation through development interventions.’
And a July 2016 briefing note by the UN’s Inter-Agency Task Force on Financing for Development also
provides a high-level overview of intersections between UN development and anti-trafficking practice.”
Yet this has not led to slavery reduction being a major focus of development sector strategy or practice.

In fact, there have frequently been voices and data points suggesting just the opposite: that forced
labour is an unfortunate but unavoidable by-product of economic development, or even that forced
labour is a valid and rapid pathway Zo development. We know, for example, that economic growth can
facilitate migration by the poorest, and that in some circumstances this increases vulnerability to human
trafficking.” There has long been a narrative that slavery and forced labour were central to the national
economic development of great powers such as the United Kingdom and United States,” and even to the
emergence of industrial capitalism more broadly.” More recently, the People’s Republic of China has
faced allegations that its development strategy for Xinjiang province has created a market for the forced
labour of Uyghurs and other minorities — a market in which numerous global brands, from Abercrombie
& Fitch to Zara, and BMW to Uniglo, are said to participate.”" The New York Times recently reported that
there has been a surge of exports to overseas markets of personal protective equipment (PPE) produced




using forced labour in and from Xinjiang.” (We consider these allegations and the Chinese government’s
response at more length in Chapter 2.)

We know, too, that some major infrastructure projects supported by development actors have led to
increased slavery and forced labour. In the 1960s, for example, the World Bank, United States and United
Kingdom provided 25 per cent of the funding for the construction of the Akosombo Dam on the River
Volta in Ghana. The dam delivered an additional 912MW of hydroelectric capacity, underpinning Ghana’s
subsequent economic development. But it also brought significant social and environmental costs.” The
lake that it formed - Lake Volta, the largest man-made lake in the world - is now the site of endemic,
multi-generational enslavement of children in the fishing industry.” More recently, as we explore
further in Chapter 5, there have been allegations that World Bank funding has been used to support
cotton production in central Asia relying on forced labour. The European Union and United Nations
have confronted similar allegations in recent months. Under its Emergency Trust Fund for Africa, the
European Union has provided road-building aid to Eritrea worth EUR 80 million, with the United Nations
Office for Project Services (UNOPS) serving as the project manager.” The aim is curb irregular migration
to Europe by supporting job creation. But it is alleged that these roads are built by workers conscripted
through the controversial Eritrean National Service programme, which UN inquiries have previously
linked to forced labour.” In May 2020, the Dutch-based Foundation for Human Rights in Eritrea lodged
papers suing the European Commission.” The next day the European Parliament adopted a resolution
calling on the Commission to avoid indirectly financing forced labour in Eritrea.”

The moral case for ending slavery, forced labour, human trafficking and child labour - that knot of
crimes collected today under the rubric of ‘modern slavery’ — needs no rehearsing. Nor does the legal
case: slavery is illegal under public international law at all times, in all places. Freedom from slavery,
like freedom from torture, is considered jus cogens and is a non-derogable and universal human right.”
Any person with standing in public international law can enforce that norm against any other such
person.” Yet the best estimate we have of the number of people enslaved today, the 2016 Global Estimates
of Modern Slavery, suggests some 40.3 million people were subjected to modern slavery that year, 24.9
million of them in forced labour - of which some 4.1 million are victims of State-imposed forced labour.
63 per cent of all victims are female. Victims are found in every region, with the highest real numbers
in Asia and the Pacific, and the highest per capita rates in Africa. People are forced into slavery through
withholding of wages, threats of violence, actual violence, and threats against family members, amongst
other means.” And numbers may be going up, due both to the COVID-19 pandemic and the resulting
economic downturn, and to other drivers such as State fragility, rising food insecurity, environmental
change and automation.

While the norm against slavery is strong in theory, all of this evidence suggests it is weak in practice — or
at least weakly enforced. In fact, the victimization rates involved - roughly 1 in every 200 people alive
today - suggest that violation of the norm is not at all exceptional. It begs the question: is there some
other, additional case for ending modern slavery that we are missing, that could help to close this gap
between aspiration and achievement?

This study argues there is: the sustainable development case for ending modern slavery. In this first
chapter, we begin our inquiry into that case by asking how the development sector currently understands
modern slavery, forced and child labour, and human trafficking. We begin by situating SDG 8.7 within the
broader 2030 Agenda, to understand where anti-slavery efforts fit in the broader project of sustainable
development reflected there. Next, we share the results of a survey of development practitioners from
16 countries undertaken for this study, mapping the major contours of their understanding of where
slavery reduction efforts fit into their work. Third, we present the results of aliterature review examining
how the ties between slavery and development are understood in relevant scientific and academic
literature. Fourth, we look at aid commitments between 2000 and 2017 to see what they tell us. And fifth,




we provide a broader review of the operational practice of, in turn: (1) bilateral development cooperation
agencies, (2) development finance institutions (DFIs) and export credit agencies (ECAs), (3) multilateral
development banks (both old and ‘new’), (4) China, and (5) the UN development system.

Where does slavery reduction fit in the 2030
Agenda for Sustainable Development?

Slavery involves exploiters treating victims as if the exploiter owned the victim.” This amounts to the
victim being treated not as an economic agent, but as an economic object. This can lead to a range
of forms of exploitation, arising both in sexual, domestic and commercial contexts (those three not
necessarily being exclusive). Modern slavery can arise in domestic servitude, construction, fisheries and
aquaculture, agriculture, manufacturing, hospitality, sex work, and a wide range of other industries. It
is perhaps unsurprising, therefore, that efforts to address modern slavery - that is, to achieve Targets
5.2, 5.3, 8.7 and 16.2 of the UN Sustainable Development Goals - and efforts to achieve other aspects of
sustainable development - all the other UN Sustainable Development Goal Targets - frequently intersect.

To understand where slavery reduction efforts ‘fit’ in the 2030 Agenda, we explored the scientific
literature to identify ways in which there may be causal connections between these Targets and other
SDG Targets. We do not assume that development reduces (or indeed increases) slavery, since we
recognize that the relationship is non-linear and context dependent.” We found evidence (of varying
levels of scientific rigour) that efforts to achieve 113 of the 179 Targets in the UN Sustainable Development
Goals (i.e. 63 per cent) could directly or indirectly help to reduce modern slavery. This is displayed in
Figure 1 below. Each line running from an SDG Target on the outside of the wheel to the central node -
‘Ending modern slavery’ - represents one such scientifically-supported linkage. (The different colours
represent whether development programming aimed at that SDG Target will contribute to anti-slavery
efforts by reducing the conduciveness of the institutional environment to modern slavery, by addressing
people’s vulnerability, or by disrupting exploiter strategies — the three dimensions of the ‘Developing
Freedom’ approach that we introduce later in the report.)
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FIGURE 1: CONNECTIONS BETWEEN THE SDG TARGETS
AND ENDING MODERN SLAVERY
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Figure 2 breaks this down further, showing the percentage of Targets within each Sustainable
Development Goal that, if achieved, would also likely directly contribute to ending modern slavery.
(Again, we disaggregate this by programming dimension of the Developing Freedom framework, for
later reference.) This suggests that, of the 17 SDGs, work in the areas of Goals 1 (Ending Poverty), 4
(Quality Education), 8 (Decent Work), 13 (Climate Action) and 16 (Peace, Justice and Strong Institutions)
is likely to be especially aligned with anti-slavery efforts. As we explore further in Chapter 2, the
connection to Climate Action lies particularly in the fact that climate change exacerbates numerous
factors that increase vulnerability to modern slavery - such as conflict onset, disaster risk and risk of
forced migration, but also runs in the other causal direction: reducing slavery may itself help reduce
various negative environmental impacts.

Yet alignment of objectives does not tell us anything particular about o or how much efforts to achieve
different SDGs will impact each other. These visualizations do not tell us which SDG Target, if achieved,
would make the greatest contribution to ending modern slavery. Nor do they tell us anything about the
inverse relationship - which other SDG Target we are most likely to achieve if we first achieve Target
8.7. And while visualizations like this are useful heuristic devices, they are limited by the assumptions
embedded within them. Figures 1 and 2 capture only those development objectives and interventions
already encapsulated within the SDGs; there may be other approaches to development programming
relevant to slavery reduction that are not captured in the specific Targets listed in the SDGs. What is
more, because they do not tell us about the strength of these interactions, they offer little guidance on
which intersections are most significant or should be prioritized for programming. For guidance on
those questions, we turned to three other sources of evidence: practitioner perspectives, spending
patterns, and development organization practice.

FIGURE 2: PROPORTION OF SDG TARGETS THAT, IF ACHIEVED,
WOULD CONTRIBUTE TO ENDING MODERN SLAVERY
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What do development practitioners think?

In the second half of 2019, we surveyed development practitioners from 16 countries on their views on
the relationship between development interventions and anti-slavery efforts.” Respondents worked for
foreign ministries, domestic development institutions, bilateral development cooperation ministries,
multilateral entities and an export credit agency. Our sample was small and not scientific, with the group
self-selecting into the sample. Indeed, 85 per cent indicated they had more than a passing familiarity
with modern slavery issues. As a result, the survey results give us a useful basis for understanding
how development practitioners who are already paying attention to this issue perceive the intersection
between modern slavery and development efforts, but may not tell us much about how development
actors who are not paying attention to these issues perceive the (ir)relevance of modern slavery to their
work.

Perhaps unsurprisingly, 50 per cent of respondents agreed with the statement that “it is hard to see
sustainable development being achieved unless we reduce modern slavery”, while another 35 per cent
agreed that “achieving sustainable development will depend in many places on reducing modern
slavery”.No respondent agreed with the statement that “achieving sustainable development does not
require reducing modern slavery”. 85 percent thought that anti-slavery programming should be given
“important” or “top” priority in the development sector; only 15 percent thought it was “somewhat”, “not
very” or “not at all” important.

Notably, however, just 24 percent of respondents perceived the development sector’s ability to eradicate
modern slavery as currently “excellent” or “good”, while 76 percent felt it was “fair” or “poor”. (None,
though, perceived its ability to do so as “nil”.) When asked where they saw the greatest opportunity for
the development sector to contribute, respondents described a range of objectives from improving data
collection, to strengthening safeguards in development programming, to regulation of supply chains
and labour markets. Interestingly, however, respondents indicated that they understood least about the
economic impacts of anti-slavery efforts — such as their impact on costs of capital and public revenue
- and most about the social policy impacts of anti-slavery efforts, for example in the areas of social
protection and inequality (see Figure 3 below).

Asimilar patternwas evidentwhen practitioners were asked questions about their organization’s practice,
as demonstrated in Figure 4 below. A majority of respondents nominated policy and programming areas
focused on social outcomes - such as gender, social protection and migration — as being the area of
their organization’s work that was most aligned with anti-slavery efforts. Fewer respondents nominated
areas of economic policy such as labour market regulation, investment policy, trade policy or industrial
policy.




FIGURE 3: DEVELOPMENT PRACTITIONERS’ SELF-REPORTED
LEVEL OF UNDERSTANDING OF THE IMPACTS OF ANTI-SLAVERY
EFFORTS ON DEVELOPMENT CONCERNS (NO. REPORTING)
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FIGURE 4: DEVELOPMENT ORGANIZATIONS’ PERCEPTIONS OF THE AREA
OF PRACTICE MOST CLOSELY RELATED TO MODERN SLAVERY CONCERNS
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There was also a clear split in responses to questions about #0% modern slavery was factored into
organizational practice. 62 per cent of respondents indicated that their organization perceived modern
slavery as a contextual factor to be considered prior to intervention and 38 percent described it in
operational risk management terms. Some 56 percent perceived it as an organizational programming or
policy objective, yet 50 per cent of respondents said modern slavery was “never”, “rarely” or “sometimes”
factored into programming and policy choices, rather than “usually” or “always”. Only 21 percent

described it as a factor in investing or lending decisions.

Two clear messages emerge from this survey. Fist, that development practitioners perceive anti-slavery
efforts notin terms of their impact on economic growth or broader economic performance, but primarily
through the lens of social and criminal justice policy. And second, that they see slavery concerns as more
likely to be addressed during project management, rather than in the context of strategic investment
and lending prioritization, or programme design. To test that second conclusion, we turned to three
further sources of data: analytic literature, spending data, and a review of development organizations’
practice.

What does the literature tell us?

What does research and evidence tell us about how modern slavery and development are related? To
begin to answer this question, we commissioned research by a team at the University of Nottingham’s
Rights Lab, led by Dr Katarina Schwarz, and including Dr Deanna Davy, Dr Daniel Ogunniyi and Dr
Hannah Jeffery. They explored relevant grey and academic literature to map what we know about
the impacts of slavery and anti-slavery programming on development outcomes, and the impact of
development interventions (with stated anti-slavery objectives) on anti-slavery outcomes.

Methodology

The mapping involved a search for relevant academic and grey literature resources published in English
between 1990 and 2019.” The team used an initial search to generate a list of search terms which was
then used to undertake the full search. (That list is available in Appendix 1.) Next, they reviewed the
title and abstract of every record retrieved, to determine which texts should be assessed further. 138
potentially relevant articles were investigated as full text. An adapted PRISMA (Preferred Reporting Items
for Systematic Reviews and Meta-Analyses) flow-chart of study selection was produced summarizing
studies retrieved, reviewed, included and excluded (see Appendix 2.) Records were not excluded on the
basis of quality, but were excluded if they did not meet defined inclusion criteria or were simply popular
media pieces or reportage. Records considered included reports evaluating antislavery interventions,
and reports evaluating development interventions with an explicit antislavery objective included in the
design.

This process yielded 602 records, which were then further screened and a sample manually coded to
reflect different types of development interventions and outcomes, and different types of anti-slavery
interventions and outcomes, addressed in the records. (See Appendix 3.) This analysis revealed that much
of the literature was unclear or ambiguous about both the interventions and especially the programming
outcomes under consideration, and thus despite providing for a mixed deductive-inductive coding
system could not be reliably coded. It also revealed, however, that evaluation studies could be usefully
categorized. The review team coded the included records across four types of evidence used: systematic
review or probabilistic collection of primary data; literature review; non-probabilistic collection of
primary data or modelling; non-specific primary data; and discussion papers. It also synthesized codes
within the earlier mixed deductive-inductive classification system (i.e. in Appendix 3) to generate a new,




consolidated classification system (Appendix 4). The team then mapped the 138 records generated by the
search against this classification system. The full results, including the citations of the relevant studies,
are available online at the project website www.developingfreedom.org.

Results

The first thing that emerges from this analysis is the relative weakness of the evidence base. Of the
sampled resources, only 4 per cent were systematic reviews or used probabilistic analysis. 2 per cent
involved literature reviews. 46 per cent involved non-probabilistic analysis or modelling. 35 per cent
were non-specific about primary data. And 13 per cent were discussion papers. This suggests that
the evidence-base assessed is best understood as providing lines of inquiry, rather than detailed,
scientifically-rigorous insights.

For that reason, we chose to map the sampled literature to understand in broad terms what the
relevant relationships might be between different types of development interventions and outcomes,
and different anti-slavery interventions and outcomes. Figure 5 below (which, like those that follow, is
available in interactive form on www.developingfreedom.org) shows how the identified studies connect
anti-slavery interventions to development outcomes (Figure 5.a); development interventions to anti-
slavery outcomes (Figure 5.b); and development interventions (with a stated anti-slavery component) to
development outcomes (Figure 5.c). In each case, the thickness of the line connecting the interventions
(on the left) to the outcomes (on the right) represents the number of times these variables are connected
in the identified records. (The thickness of each line is detailed in a scroll-over pop-out box in the online
version.) Analysis of these diagrams reveals several things.




FIGURE 5.a: WHAT EVALUATIONS TELL US ABOUT THE
RELATIONSHIP BETWEEN ANTI-SLAVERY INTERVENTIONS
AND DEVELOPMENT OUTCOMES
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In Figure s5.a, it is noticeable that evaluated studies deal most often with awareness campaigns, rather
than other types of anti-slavery interventions. Very few deal with information and communications
technology-based interventions, and private sector-oriented interventions were also relatively
infrequent. Even more notably, improved economic conditions were the least frequently cited
development outcomes, reinforcing the sense from our survey of practitioners that relatively little
attention is paid to the economic impacts of modern slavery. However, against that trend, it does seem
notable that where the intervention focused on survivor rehabilitation, economic outcomes were the
most mentioned, suggesting there is a greater focus on economic justifications for and impacts of
survivor rehabilitation than in other programming areas.




FIGURE 5.b: WHAT EVALUATIONS TELL US ABOUT THE
RELATIONSHIP BETWEEN DEVELOPMENT INTERVENTIONS
AND ANTI-SLAVERY OUTCOMES
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In Figure 5.b, we see that the type of development intervention most frequently linked to anti-slavery
outcomes in the identified literature relates to education and skills. By contrast, economic programming
is the least mentioned. Also notable is that the outcomes most often cited - Increased Awareness and
Improved Institutional Frameworks — are both preventive.




FIGURE 5.c: WHAT EVALUATIONS TELL US ABOUT
THE RELATIONSHIP BETWEEN DEVELOPMENT
INTERVENTIONS AND DEVELOPMENT OUTCOMES
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Finally, Figure 5.c deals with development interventions (with a stated anti-slavery objective) and looks
at how they are linked to development outcomes. Here, interventions are seen as being connected
fairly evenly to a broad range of outcomes, with no obvious clustering. Again, however, the focus is on
education and social protection outcomes - with less focus on economic benefits.

This mapping gives us a sense of the broad contours of how connections between anti-slavery efforts
and development efforts are understood in the analytic literature. They suggest that programmers and
developers see ties between anti-slavery efforts and development efforts focused on education and social
protection. However, whereas the SDGs frame efforts to address modern slavery squarely in terms of
promoting decent work (SDG 8), there has been comparatively little focus in the research literature on
the connections between anti-slavery efforts and the economic aspects of development interventions.
And almost no focus - atleast in the ‘development’ literature - on the relationship between anti-slavery
efforts and environmental outcomes.




What does ODA spending tell us?

To deepen our understanding of how modern slavery, forced and child labour, and human trafficking
are addressed in development assistance, we reviewed official data for 2000 to 2017 reported by donors
to the Organisation for Economic Co-operation and Development (OECD). This analysis extends and
improves on earlier research conducted by Dr Kelly A. Gleason and Prof. James Cockayne for UNU-
CPR’s Delta 8.7 project (www.delta87.org).” This new research includes an improved methodology for
capturing programming officially justified through reference to modern slavery, forced and child labour
and human trafficking, strengthened coverage of multilateral and regional programming between 2000
and 2013, and adding additional data from 2014 to 2017.

Our methods

Governments and other official donors report their commitments of Official Development Assistance
(ODA) through the OECD DAC Creditor Reporting System (CRS). These data are compiled and coded by
the AidData Institute at the University of William and Mary.” From this data source we compiled a set of
2,016,905 programming records, reported by donors between 2000 and 2017. We searched this data for
programming addressing modern slavery, forced and child labour, and human trafficking.

Data in the CRS set are tagged with inter-governmentally agreed programming codes to help with
analysis of ODA spending patterns and impacts. These codes pre-date the adoption of the SDGs, and
do not always align well with them. Existing codes may not capture, for example, ODA interventions
targeting forced labour, forced marriage, slavery or sexual exploitation. To solve this problem, in 2018
Dr Gleason developed a natural language processing algorithm to process and code original, reported
project descriptions. Running this algorithm over CRS data allowed us to identify a set of root terms
used in these descriptions that reference seven over-arching forms of exploitation that fall within SDG
Target 8.7: forced labour, child labour, child soldiering, human trafficking, forced marriage, modern
slavery, and sexual exploitation.” We used Dr Gleason’s algorithm again in 2019 and 2020, having it trawl
through an enlarged dataset of 2,016,905 aid project descriptions, to identify which projects targeted
which forms of exploitation. From these, we identified 11,690 projects that addressed different forms of
SDG 8.7 exploitation in the relevant period. We adjusted our analytic methodology from that used in our
earlier 2018 publication to improve capture of multilateral - and especially regional - programming. The
original datasets are available from the AidData Institute.

This counting and coding methodology comes with various limitations.

First, it is limited to declared DAC commitments. It does not cover domestic government spending,
nor overseas spending that is not DAC-able, some of which may be sizeable. Nor does it include foreign
spending by non-OECD countries—and it is clear that non-OECD countries spent significantly on
addressing Target 8.7 exploitation during the period in question. Qatar, for example, which only joined
the OECD DAC in April 2016, was a major contributor to global efforts to fight human trafficking such as
the UN.GIFT programme during the years in question, yet that spending is not captured in this data set.””
Private charitable giving also appears to have become an important source of anti-slavery programming
funds in recent years, but it, too, is not captured in this analysis - and indeed there does not appear to
be any reliable dataset that would permit such analysis.

Second, the methodology also relies on the official description furnished by the governments in
question. If the reporting donor justified an entire programme spend with reference to SDG 8.7 forms of
exploitation, our methodology counts the entire spend as linked to this form of exploitation, even if only
part of the funding was in fact used on activities directed at that form of exploitation. Additionally, if the
reporting donor described the project as working to reduce more than one form of SDG 8.7 exploitation,




itis so coded. Equally, if the project in fact worked to achieve reductions in more than one form of SDG
8.7 exploitation, but was not so described, this fact is not captured in the data or our analysis. We count
only what the official State records indicate. Still, it is hard to identify anyone better placed to articulate
the programming objectives of each project than the DAC donor. We chose not to second-guess or
disturb these assessments — some of them over 20 years old - and relied entirely on these descriptions.

Finally, due to changes in how data were reported and captured, there is a significant discontinuity in the
dataset between 2013 and 2014, limiting comparability for data in the 2000-2013 period and those in the
2014-2017 period. The 2014-2017 data seem to include significantly fewer reported commitments from
fewer bilateral donors than the 2000-2013 dataset, suggesting there may have been changes in donor
reporting behaviour or significant lags in reporting for this period. Moreover, the 2014-2017 data we
report does not include reporting by multilateral donors (due to a change in how Dr Gleason’s algorithm
processed such records). In contrast, the 2000-2013 dataset used here does include commitments by
multilateral reporters (UN donor entities, the World Bank, regional development banks and other
international entities such as the OPEC International Development Fund and Islamic Development
Bank). We caution against direct comparison across this 2013/2014 discontinuity, and have tailored our
analysis of results, below, accordingly. In particular, we caution that all figures below are estimates only.

Our results

OVERALL SPENDING AND PROJECT SIZE

Between 2000 and 2013, donors committed an estimated USD 6,430,111,533 in ODA to bilateral projects,
and an estimated USD 796,071,765 in ODA to multilateral projects, addressing SDG 8.7 — or an estimated
USD 7,226,183,298 overall. Between 2014 and 2017 donors committed at least a further USD 587,620,155
to hilateral projects, bringing the total identified ODA commitment from 2000 to 2017 to at least USD
7.813,803,453.

These contributions were split across 10,777 donor-recipient dyads reported between 2000 and 2013 and
013 dyads in the 2014-2017 reported dataset we use here. This means that the average commitment (i.e.
contribution by a donor to a project) was USD 668,417.75. However, most commitments were far smaller
than that. For bilateral projects, the median commitment was around 15 per cent of the average: USD
108,726 vs USD 727,639.64 for 2000-2013; USD 101,454 to USD 643,614.63 for 2014-2017. For multilateral
projects (2000-2013), the median project commitment was just 4.5 per cent of the average project
commitment - USD 18,228.50 versus USD 410,346.271.

What that tells us is that most ODA commitments addressing SDG 8.7 concerns in the 2000 to 2017
period were quite small; there were a few larger commitments that drove up overall averages. In fact,
in the total sample of 2,016,905 ODA commitments we reviewed, we found only 1,327 projects valued at
USD 1 million or more that tackled SDG 8.7 concerns. This means that 10,363 projects (or 89 per cent) of
ODA-funded projects dealing with these issues were less than USD 1 million in size, even if they were
multi-year projects. That raises real questions about both the scale of ambition and commitment of ODA
donors, and programming efficiency.

WHO GAVE WHAT?

43 distinct donors committed ODA to projects addressing forms of exploitation covered by SDG
8.7 between 2000 and 2017 - 30 bilateral donors, and 13 multilateral donors. The number of donors
committing ODA to projects justified with reference to SDG 8.7 concerns rose steadily each year between
2000 and 2013 - see Figure 6 below.Participation of bilateral donors appears to have declined somewhat
since 2014, though due to a data discontinuity at 2013/2014, and the absence of multilateral donors from
the later dataset, we caution against direct comparison.




As well as an increase in the number of donors participating each year, there was also considerable
variation in the amount that donors gave, as Figure 7 below makes clear. Again, we caution against
comparing patterns in the period 2000-2013 to the 2014-2017 period. Yet certain patterns do stand out
clearly, and seem to hold across the two periods, notably the outsized role that the US has played as an
ODA donor on these issues. It is the source of 42.8% of the declared bilateral commitments (by value),
four times the contribution of the next largest ODA committer in this area (the European Union), and
more than 7 times what the next largest donors such as Norway, Germany, Canada, Australia, Spain,
Sweden, UK, Switzerland committed.

FIGURE 6: NUMBER OF DONORS COMMITTING
ODA TOWARDS SDG 8.7 CONCERNS, 2000-2017
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FIGURE 7: YEAR-ON-YEAR ODA COMMITMENTS
ON SDG 8.7 CONCERNS, 2000-2017, USD, BILATERAL DONORS
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FIGURE 8: PORTION OF TOTAL ODA COMMITMENT ON
SDG 8.7 CONCERNS, 2000-2017, BY COUNTRY
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Multilateral donors declaring ODA commitments relevant to SDG 8.7 between 2000 and 2013 showed
even more variation (see Figure 9 below). UNICEF emerges as the multilateral most consistently
committing ODA in this area, while the World Bank committed the largest amount overall.

FIGURE 9: YEAR-ON-YEAR ODA COMMITMENTS ON SDG 8.7
CONCERNS, 2000-2013, USD, MULTILATERAL ACTORS
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TO WHOM?

Between 2000 and 2013, ODA commitments were dispersed to a growing range of countries and regional
programmes, rising from 64 recipients in 2000 to a high of 143 in 2008 (see Figure 10 below). The
numbers of recipients recorded since 2014 are lower, but again these should not be directly compared to
the 2000-2013 data, due to a discontinuity in data sets around 2014.

We can also learn more from interrogating the data to understand how many ‘pairs’ were connected
in giving-receiving relationship. Between 2000 and 2009 the number of donor-recipient ODA dyads
rose from 171 to 1378 - an 800 per cent rise. Yet as Figure 6 (above) shows, in the same period, the
number of active donors rose only from 19 to 28 - less than a 50 per cent rise. This means that the rise in
dyads is primarily attributable to a rise in recipients - in other words, donors were spreading their ODA
commitments on SDG 8.7 concerns to more recipients, or, alternatively, were using SDG 8.7 concerns
to justify a broader range of programming. Over the same period, however, a// ODA commitments rose
only from USD 84,135,117 to USD 372,059,700. Al 442 per cent, that is a considerable rise — but much less
than the >800 per cent rise in donor-recipient dyads. The implication is that although donor spending
was increasing, the number of recipients was growing faster than the actual spending. In other words:
while more recipients were benefiting from ODA funds to address SDG 8.7 concerns, the size of the
average individual commitments was actually shrinking. ODA funds to fight modern slavery, forced and
child labour, and human trafficking were being spread more thinly.

FIGURE 10: ODA RECEIPT PATTERNS, 2000-2017
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The data also allow us to see which countries received ODA commitments related to SDG 8.7, and when.
Because there were so many recipients each year (see the right-hand axis of Figure 10, above), it is
not useful to chart these receipts year on year. That data is available online. However, it is useful to
consider aggregate receipts over the entire period (Figure 11 below). This shows that some countries
with recognized high prevalence of bonded labour, such as Afghanistan, India, Nepal and Pakistan were
amongst the largest recipients over this period. But some countries that are known to host populations
working in slavery or slave-like conditions have received relatively low sums. Brazil has received around
USD 55.6 million in ODA to address these issues, over 18 years — whereas over USD 307 million in ODA
directed to Colombia was justified through reference to SDG 8.7 issues. Similarly, while over USD 256
million of South African aid has been reported in terms related to SDG 8.7 issues, Mauritania, recognized
as one of the last countries in the world struggling with relatively entrenched ‘traditional’ forms of
chattel-like slavery, has received only just over USD 4 million in ODA to tackle the problem.

Just over a quarter of commitments were to the Asia-Pacific region, and just under a quarter to Sub-
Saharan Africa (see Figure 11, below). The Americas, MENA and Eastern Europe follow, in that order.
Around 11 per cent of all ODA commitments were made to regionally designated recipients, across
multiple donors (and consistent across 2000-2013 and 2014-2017), suggesting some level of coordination
amongst donors to give to programming organized at a regional level.

Yet the data are also limited in what they can tell us on this score, not least because 15 per cent of all
commitments were made to ‘unspecified’ recipients - possibly signalling the funding went to DAC-able
entities’ global operations, rather than country-level programming.

Developing Freedom: ‘The Sustainable Development Case for Ending Modern Slavery, Forced Labour and Human ‘Trafficking




FIGURE 11: TOP RECIPIENTS OF ODA COMMITMENTS
RELATING TO SDG 8.7, 2000-2017
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FOR WHICH FORMS OF EXPLOITATION?

Finally, we explored the data to consider which forms of exploitation were referenced in ODA
commitments between 2000 and 2017. These results, charted in Figures 13, 14 and 15, below, tell a clear
story.

FIGURE 12: ALLOCATIONS OF ODA TO ADDRESS
SDG 8.7 CONCERNS, BY REGION, 2000-2017
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FIGURE 14: NUMBER OF ODA COMMITMENTS 2000-2017
BY TYPE OF EXPLOITATION (YEAR ON YEAR)
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FIGURE 15: VALUE OF ODA COMMITMENTS 2000-2017
BY TYPE OF EXPLOITATION (USD, YEAR ON YEAR)
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The story they tell is that between 2000 and 2017 both the number and value of ODA commitments
addressing modern slavery (including forced marriage) and child soldiering were an order of magnitude
below the number and value of those addressing forced labour and human trafficking. The number
and value of ODA commitments to child labour was somewhere in between. While the number of ODA
commitments on child labour surged for several years starting around 2005, the aggregate value of those
commitments did not - suggesting the same resources may have been spread more thinly. In contrast,
commitments addressing human trafficking increased massively from around 2004 to 2009 - increasing
more than seven-fold in the wake of concerted outreach and communications efforts by UNODC and
others. Perhaps somewhat surprisingly, spending on forced labour seems to have increased on a similar
pattern - though this may also explain why commitments to child labour declined over the same period.

These results suggest that once the development community comes to understand how certain aspects
of exploitation relate to its own objectives and work, there is scope for increased resource allocation.
Yet they also make clear that, as of now, ‘modern slavery’ is not a significant part of most development
actors’ discourse (how they justify their commitments), or indeed their resource allocation choices. The
results also point to the constraints that development actors are operating under - including a lack of
complete, timely data about ODA spending on different forms of exploitation.

What do development organization practices tell
us?

The final place we turned to assess development sector approaches to SDG 8.7 was the operational
practice of development entities — multilateral development banks and programmes, multilateral
and bhilateral development finance institutions, export credit agencies, and bilateral development
cooperation agencies.

That practice is of course far from uniform. The development landscape today is highly complex. Donors
provide funds to developing economies through bilateral and multilateral concessional lending, export
and trade finance, and through grants. Increasingly, donors also look to use public finance to ‘crowd-
in’ private finance aligned with the SDGs - a topic we return to in Chapter 8 (exploring Infrastructure
as an Asset Class) and Chapter 9 (on sustainable finance more generally). There is also a growing
diversity of other modalities for delivering development assistance, such as South-South cooperation,
triangular co-operation and multi-stakeholder partnerships. Accordingly, it is not possible to provide
a comprehensive picture of how ‘the development sector’ considers modern slavery risks. In the sub-
sections that follow, however, we provide an overview of practice by five different clusters of development
actors: (1) bilateral development cooperation agencies, (2) development finance institutions (DFIs) and
export credit agencies (ECAs), (3) multilateral development banks (the World Bank, regional banks, and
new MDBs such as the BRICs bank and AIIB), (4) China, and (5) the UN development system.

Bilateral development cooperation agencies

As the ODA spending figures detailed in the previous section make clear, there are varying levels of
attention to SDG 8.7 exploitation as a programming objective in ODA allocation. Here we provide an
illustrative summary of the approaches taken by four of the countries with more active programming in
this area: the US; UK; Norway; and Australia.




UNITED STATES OF AMERICA

As we saw in the previous section, the country that has committed the largest sum of ODA on these issues
has been the US. Counter-trafficking work has been a focus for USAID for almost two decades, with
programming in over 81 countries and regions since 2001. USAID describes trafficking as “a fundamental
obstacle to our mission as a development agency [that] undermines the development objectives we seek
to accomplish through our programming”> In 2012, USAID launched a Counter-Trafficking in Persons
(C-TIP) Policy. The policy noted that “[w]ith few exceptions, to date, USAID investments in combating
trafficking [had] been stand-alone projects. Integrated and leveraged investments have greater potential
than stand-alone projects to advance prevention and protection.” On that basis, the policy moved to
integrate C-TIP objectives into its broader programming, especially in health, agriculture, economic
growth, education, humanitarian assistance, and security sector reform projects.>

Anti-trafficking objectives have subsequently been pursued through and integrated into a range of
programming across multiple sectors, including efforts that address the dimensions we characterize (in
Chapter 2) as institutional environments, vulnerable people and, to a lesser extent, exploiter strategies.>
This has involved developing and making tools and expertise available to field missions, greater
codification and application of learning, increased investment, and greater internal accountabilities. This
work is led by the USAID Counter Trafficking in Persons (C-TIP) office, housed within their Democracy,
Human Rights, and Governance program. The C-TIP office published a Counter-Trafficking in Persons
Field Guide, which serves three primary purposes: (1) providing guidance on monitoring and evaluation
of C-TIP programs; (2) education on human trafficking; and (3) recommending ways to integrate C-TIP
work into existing development programmes.*

USAID’s role in advancing US Government counter-trafficking objectives is part of a larger inter-agency
effort. C-TIP objectives are integrated into other government programming.” Under the Trafficking
Victims Protection Act, the US State Department is given a central role in leading US Government
international efforts on counter-trafficking including the drafting of the Trafficking in Persons Report
(TIP Report), and chairing the Interagency Task Force to Monitor and Combat Trafficking. In preparing
the TIP Report, the US State Department assesses countries’ efforts to address trafficking in persons,
and assigns countries a ‘tier’ ranking - which determines whether countries are eligible for non-
humanitarian non-trade-related foreign assistance. Counter-trafficking objectives are also supported
by both ODA-based and non-ODA based programming at the US Department of Labor, addressing forced
and child labour. This includes periodic reporting on Findings on the Worst Forms of Child Labor; a
List of Goods Produced by Child Labor or Forced Labor; and a List of Products Produced by Forced or
Indentured Child Labor.

An important strategic development in the US approach took place in early 2019. On 9 January 2019,
President Trump signed into law the Trafficking Victims Protection Reauthorization Act of 2017. The law
requires the US Executive Directors of multilateral development banks such as the World Bank to work
to develop anti-human trafficking provisions in their bank’s project development, procurement, and
evaluation policies, as well as integration of human trafficking risk analysis into country strategies and
programming.” We return to the role of MDBs in a later section of this Chapter.

UNITED KINGDOM

Another country that has focused on modern slavery and anti-trafficking objectives in its development
cooperation is the United Kingdom. A review of UK aid efforts by the Independent Commission on Aid
Impact, published in October 2020 as this report was being finalized, found that they had “successfully
raised awareness of modern slavery globally” but “lacks a systematic approach” based on evidence of
“what works” to develop an effective set of programmes in the future. It found “only limited attempts to

mainstream modern slavery interventions across the wider aid programme”.”




Overall government spending on anti-slavery initiatives has been worth at least GBP 225 million since
2014, across roughly 86 projects.”” The Home Office manages two funds dedicated to modern slavery:
the Modern Slavery Fund and the Modern Slavery Innovation Fund. The Home Office also manages two
modern slavery projects within the Commonwealth Security Programme of the Commonwealth 2018-
2020 Fund. DfID funded some modern slavery work by NGOs through the UK Aid Direct mechanism.
The Foreign & Commonwealth Office (FCO) supported modern slavery work within its International
Programmes Fund. Average spends varied: around GBP 6.8 million per project for DfID, 660,000 for the
Home Office projects, and GBP 70,000 for the FCO.#

The Department for International Development (DfID) has played a key role in the development aspects
of the UK’s response, including through commitment of over GBP 200 million to modern slavery
projects since 2014.# Over 9o per cent of its projects are in South Asia, East Asia and sub-Saharan
Africa.# DfiD’s commitment was shown in the existence of a Migration and Modern Slavery unit within
the department. DfID was also the custodian for the Call to Action on Forced Labour, Modern Slavery
and Human Trafficking, launched by UK Prime Minister Theresa May at the UN General Assembly on
19 September 2017, and subsequently endorsed by 92 countries.# This includes an explicit call for
“enhanced international cooperation” including through efforts by “Donors and International Financial
Institutions (IFIs) to enhance cooperation and address the resourcing gap, and build capacity for an
effective response; including by leveraging resources from the Private Sector” This led, a year later,
to the adoption of Principles to Guide Government Action to Combat Human Trafficking in Global Supply
Chains by the US, Canada, New Zealand, Australia and the United Kingdom.
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FIGURE 16: DfID’S ‘MODERN SLAVERY
CONCEPTUAL FRAMEWORK’
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DfID also made a singular analytical contribution. Its programming in this area had three focuses:
“reducing vulnerability to exploitation, addressing the permissive environments that enable the
criminality of modern slavery to thrive, and supporting business to employ innovative approaches to
eradicate exploitation in their supply chains”+ This strategy draws on the DfID conceptual framework,
reproduced in Figure 16 above.* We return to this important framework in Chapter 2.

NORWAY

Norway’s aid agency, NORAD, published a Programme document for the Norwegian Government’s
development cooperation programme to combat modern slavery in July 2020.4 This was based on a 2019
mapping of existing work in the area.*® The document characterizes the fight to end modern slavery as
a “priority for Norwegian development cooperation”, and points out that stepped-up efforts in this area
were part of the political platform of the current Norwegian Government.® It also places these efforts
in the larger context of Norway’s efforts to promote business respect for human rights,”* and domestic
discussions on anti-trafficking regulation.

The documentindicates that “The common denominator for all forms of modern slavery is vulnerability.”
These vulnerabilities are exploited for profit: “Modern slavery is a business model in which vulnerable
people are grossly exploited.” Concluding that “international efforts to end modern slavery are clearly
underfunded and do not match the scale or complexity of the problem”, the Norad programme commits
NOK 170 million, or around USD 20 million, with the aim to “bring about necessary changes in government
and business so that the selected partner countries can put an end to modern slavery.” The document
acknowledges that this may require action going beyond the national level. And it also acknowledges that
more effective country-level coordination will be required amongst donors. Initial indications are that
this programme will seek to allocate funding to where there is both significant vulnerability to modern
slavery, but also a willingness to consider new approaches, including in sub-Saharan African countries,
and with a focus on the agricultural sector.>

AUSTRALIA

Australia has had an International Strategy to Combat Human Trafficking and Slavery since March 2016.
This recently expired, and a new strategy is now under development. The new strategy will inform
Australia’s aid spending strategy, with a focus on the Indo-Pacific region,** expanding the South-East
Asia focus of the prior International Strategy.” Implementation of the earlier strategy took place through
both bilateral and multilateral channels, especially ASEAN.” This has included a series of multi-year
flagship investments, most recently the Australia-Asia Program to Combat Trafficking in Persons, worth
AUD 50 million between 2013 and 2018, which focused on strengthening legal institutions, and national
and regional cooperation;” followed by an AUD 8o million 10-year follow-up commitment.’®* These
initiatives include a range of bilateral programmes in the region, with a particular focus on criminal
justice capacity-building and cooperation.»

Since 2002, Australia and Indonesia have co-chaired the Bali Process on People Smuggling, Trafficking
in Persons and Related Transnational Crime. This Process brings together 45 Member States and
international organizations, including UN agencies (UNHCR, UNODC, IOM and ILO). In recent years
it has also included a Government and Business Forum, which is now working to generate awareness
and action by government and business actors throughout Asia-Pacific on a range of human trafficking
issues. Australia also served for a time as the Chair of Alliance 8.7, the global partnership of governments,
UN agencies, businesses and civil society to achieve SDG Target 8.7.




Development finance institutions and export credit agencies
Private-sector facing development entities include development finance institutions and export credit
agencies. Development finance institutions (DFIs) are government-backed financial institutions that
invest in private-sector projects in low- and middle-income economies. Export credit agencies (ECAs)
finance domestic companies’ international export operations and other activities. DFIs and ECAs are
particularly important to the discussion of anti-slavery efforts since they tend to have high proportions
of investments in low-income countries, since they are often mandated to encourage investment in
countries where business otherwise may not venture.®

There is growing attention to modern slavery issues in these organizations’ practice. They have tended to
see slavery risk reduction as a question of project risk management. The response has been to institute
various ‘safeguards’ intended to screen out such risks from investment and improve management where
they do arise. Only more recently have DFIs and ECAs begun to turn their attention to how they can use
investment portfolios, loan books and leverage over their partners to foster more responsible business
conduct and respect for human rights, including modern slavery risk reduction.

Thisis partofalarger recognition, noted by the Organisation for Economic Cooperation and Development
(OECD), that “sustainable and inclusive development cannot be achieved without responsible business
conduct (RBC).” In a recent survey, the OECD identified growing practice by DFIs and ECASs to reflect
RBC objectives in their strategies, policies, operational guidelines, and procurement practices.® This
practice suggests convergence around the expectations reflected in the UN Guiding Principles on
Business and Human Rights, ILO core conventions and Tripartite Declaration of Principles concerning
Multinational Enterprises and Social Policy, as well as the OECD Guidelines for Multinational Enterprises
(OECD Guidelines).” These expectations are increasingly reflected in conditionalities placed by DFIs
and ECAs on funding recipients, in how they conduct their business.

DFIs engage directly with businesses through a wide range of instruments, notably equity investments,
loans,loan guarantees, and risk insurance. Many DFIs also provide technical assistance to the institutions
they invest in.”* Many DFIs have safeguards in place for ensuring investments are not associated with
negative impacts®, such as the Association of European Development Finance Institutions’ Principles
for Responsible Financing of Sustainable Development.” These arrangements frequently align to the
International Finance Corporation (IFC’s) Environmental and Social Performance Standards,” which
define clients’ responsibilities for managing their environmental and social risks, and to a large extent
align with the UN Guiding Principles on Business and Human Rights, reflecting the core expectation
that businesses have a responsibility to respect human rights. IFC Performance Standard 2 (IFC PS2)
deals with labour and working conditions, and aims at marrying economic growth with protection of
the fundamental rights of workers, as defined in a specific set of ILO Conventions, notably including
ILO Convention 29 on Forced Labour, ILO Convention 105 on the Abolition of Forced Labour, ILO
Convention 182 on the Worst Forms of Child Labour, and others.® IFC PS2 specifically requires that
clients not employ children in any manner that is in “any manner that is economically exploitative, or is
likely to be hazardous or to interfere with the child’s education, or to be harmful to the child’s health or
physical, mental, spiritual, moral, or social development”, and “not employ forced labour... or trafficked
persons”. IFC PS2 and an accompanying Guidance Note® set out expectations regarding the steps
expected to prevent identify risks of child labour or forced labour in certain business relationships, and
to remedy cases. These expectations depend on the client’s “level of management control or influence
over its primary suppliers”, and the Guidance Note explores how expectations may differ for direct,
third-party contracted and supply chain workers.™ Working with CDC (the UK DFI), and with DfiD and
the European Bank for Reconstruction and Development, IFC has recently offered guidance to clients
seeking to comply with IFC PS2 and manage risks associated with modern slavery, taking the form of a
detailed Good Practice Note,” public power-point” and an introductory webinar”. And, as we explore




further below, there are also questions about how the Performance Standards handle risks arising not
from a project, but from the context in which a project is undertaken, and the interaction between that
context and the project.

Export Credit Agencies are also increasingly moving in this direction - that is, to apply global labour
standards to investment decisions and relationship management. The OECD plays a key role as a forum
for governance of the export credit arrangements that are often used to facilitate projects in developing
countries. Since 2003, OECD Members have agreed ‘Common Approaches’ for addressing the potential
environmental and social impacts of projects receiving such support. These were last updated in 2016.™
These mandate screening of projects and human rights due diligence for severe human rights impacts,
including benchmarking against the IFC Performance Standards.

ECAs are quite effectively networked and have been actively sharing practice and learning - including
relating to management of modern slavery risks.” The OECD is reportedly working on a due diligence
guide concentrating on modern slavery. Export Development Canada has issued a stand-alone Human
Rights Policy that aligns its practice to the UN Guiding Principles framework.” And GIEK, the Norwegian
export credit agency, has used its leverage to address neg-ative human rights impacts not only arising
from businesses it finances directly, but in the supply chains in which many of its beneficiaries operate.
This includes forced labour in hull construction, an upstream risk for many of its shipbuilding clients.
To do this, GIEK engages directly with the construction yards, with whom it has no direct commercial
relationship. Its leverage arises not from any direct commercial link, but from its importance to the
value chains that these construction yards feed into; its established and recognized expertise; the unity
of messaging it offers between relationship managers and its ESG team; and its ability to translate social
risk into the language of business opportunity.”

These efforts by some DFIs and ECAs to model and encourage responsible business conduct make an
important contribution by the development sector to the fight against modern slavery. They may, in time,
encourage business towards this good behaviour, not least by reducing the cost of capital for firms that
adopt these practices, and increasing it for those that do not. Yet there are limitations to this approach.
With some notable expectations such as GIEK’s approach, described above, these strategies are focused
primarily on removing the risk of modern slavery from the top tiers of suppliers of beneficiaries of DFI
and ECA funding; as we discuss further later in this study, we know much modern slavery risk resides
further upstream, often where formal businesses blur into the informal workforce. There are other
limitations, too: the risk, for example, of businesses providing ceremonial compliance, and learning
how to game audits; the risk that inadequate availability of social specialists in the DFIs and ECAs
will undermine the implementation of the approach; and the limited impact of these conditionalities
operating within bilateral funding relationships, rather than through public policy modalities.” One
review suggests this approach has had an impact only in the most propitious of conditions, especially
where labour unions are already present.” This is often not the case in the places where vulnerability to
modern slavery is highest. Another risk is that business’ risk mitigation efforts default to what is feasible,
not what will have the biggest impact for those affected - especially where organizations have limited
understanding of what effective anti-slavery efforts in business operations look like.* DFIs and ECAs
may need to consider not just how slavery risk may arise within the project itself and its value chain, but
also how the financed project could heighten other contextual risks that then lead to modern slavery - as
the Lake Volta and Eritrea cases mentioned in the Introduction to this Chapter makes clear.”

This points to perhaps the most significant limitation of this approach. It focuses on minimizing risks to
the organization and business concerned once programming has been chosen, rather than strategically
allocating the resources of the organization to undertake projects that will set out to maximize slavery
reductions. It is a safeguarding approach, not a strategic one. There is a need, as the OECD Secretariat
has recognized, to move from RBC as a programming principle to promotion of RBC as a programming




objective. Currently, the projects that promote RBC in that way are not a major focus of DFI and ECA
spending, with their focus on private-sector recipients.” Increasingly, DFIs and ECAs also finance other
financial intermediaries; yet it remains unclear to what extent and how these beneficiaries incorporate
anti-slavery efforts into their own business. A more proactive approach may require greater engagement
with financial system regulation, corporate disclosure, supply chain governance, and the rules of
international trade and development. These are areas beyond the existing mandates of DFIs and ECAs.
To the extent development actors have engaged with such issues, it has primarily been the MDBs and
the UN development system that have done so. It is to each of these segments of the global development
system that we now turn.

Multilateral development banks

With some exceptions, the approach taken by multilateral development banks (MDBs) to slavery
reduction largely reflects that taken by DFIs and ECAs: focused more on safeguarding than strategic
intervention. This is the conclusion we reached after reviewing the practice of three major clusters of
lenders: the World Bank Group, regional MDBs, and ‘new’ MDBs (AIIB, BRICs bank, and China).

WORLD BANK GROUP

Research suggests that the World Bank “has substantially greater influence over the direction, design,
and implementation of government policies than most of its bilateral and multilateral peers™" Notably,
research establishes that the World Bank’s influence flows not only through its lending, but also - and
arguably more — through its analytical approach and advisory services.™ It is consequently important to
understand the approach to modern slavery risks taken by the World Bank, as this is likely to play an
outsize role in shaping government policy and behaviour amongst borrowers.

In 2009, as awareness of human trafficking issues was rising in international policy circles, 30 of 66
World Bank country poverty reduction strategies atleast referenced trafficking. But these mentions were
usually marginal, and offered little clarity on whether or how programming impacts were measured.”
The Bank has long argued that it can address these issues only if partner governments identify them
as poverty reduction priorities.” Even today, after the adoption of the Sustainable Development Goals,
slavery, forced labour and human trafficking risks do not appear to factor in any significant way into
the Bank’s processes for deciding where to allocate capital. We might, for example, expect it to be a
factor in allocations to the poorest countries, where modern slavery risks are arguably highest, through
the International Development Association (IDA). States committed USD 82 billion to replenish IDA
in December 2019, yet neither the Systematic Country Diagnostic (SCD), the Country Partnership
Framework (CPF), the Bank’s Regions’ engagement strategies, nor the Bank’s plans for considering
Fragility, Conflict and Violence in IDA spending,” make any mention of modern slavery, forced labour,
human trafficking or child labour, despite their focus on human capital development.” The 2018 SCD
for India, for example, makes no mention of debt bondage, bonded labour, modern slavery or human
trafficking, despite a widespread recognition that India likely has more people in such situations
of exploitation than any other country, and that debt bondage is a major obstacle to human capital
development.” Similarly, the 2018 SCD for Mauritania mentions the legacies of slavery in that country
and the steps that the government is taking to address them as contextual factors, but slavery is not
mentioned amongst the Bank’s own programming support objectives.”

What explains the Bank’s reluctance to focus on these issues? Two explanations present themselves. The
first is an institutional one. The World Bank has been reluctant to push governments to address what
are often framed as ‘human rights’ issues, in part due to provisions in its Articles of Agreement that
seem to limit the Bank’s engagement with a State’s political affairs.” In 2011 a Deputy General Counsel,
Hassane Cissé, stated that the Political Prohibition Provisions in the Articles of Agreement, “allow the
Bank to make decisions based only on economic considerations”” Yet the Articles of Agreement give it




an explicit mandate to assist in “raising productivity, the standard of living and the conditions of labour”,
which strongly suggests that programming to address forced labour and slavery should be seen as within
the bounds of permitted activity. There is little doubt that the Bank is entitled to use its lending power
as an instrument for ensuring respect for human rights where pervasive violations have significant
economic effects — a point made in the early 1990s by World Bank General Counsel, Ibrahim Shihata,”
and developed at some length in the mid-2000s by then-General Counsel of the World Bank, Roberto
Dariino.” Indeed, that logic - that the Bank is entitled to support State’s efforts to address institutional
and good governance factors with economic relevance - has underpinned the Bank’s involvement in
supporting State’s criminal justice reform efforts for some time.”

The second possible explanation is analytical. The Bank may not have focused on these issues because
it may, at root, not see modern slavery as a development issue - or at least not perceive a connection
between its lending and programming choices and modern slavery outcomes. There are two reasons
to think this explanation may get closer to the heart of the matter. First, as former IMF Director Peter
Doyle has recently pointed out, dominant economic theories and models simply do not account for
the intentional denial of economic agency that slavery represents.” They assume that people (or at
least adults) are always economic actors. They may be more or less rational, more or less driven by
behavioural impulses, more or less capable and endowed - but they are always actors. This is a simple
but devastating theoretical blind-spot, that does not account for the lived reality of coercion in today’s
economy - coercion that seeks to turn some people from actors into objects, whose economic behaviour
is controlled by others. And since these are the economic theories and discourse that underpins the
work of the World Bank, it is perhaps not surprising that much of the World Bank - and the global
development sector more broadly - suffers from this same blind-spot.

Second, this explanation chimes with a long-standing critique of the Bank: that it has failed to account
for the social externalities of its pro-growth economic policies. More specifically, this critique postulates
that the Bank has encouraged borrowers to deregulate labour markets and reduce worker protections
in ways that have contributed to vulnerability to labour exploitation. This critique traces this tendency
back to the Bank’s initial engagement with structural adjustment programming under Tom Clausen,
whom President Reagan nominated to lead the World Bank in 1981, after he had spent a decade in charge
at the Bank of America. Structural adjustment programmes required economic liberalization on many
fronts, paving the way for both the growth that came from resulting integration into global trade and
economic circuits, and the vulnerability that came from integration into global financial circuits. Under
the discipline of this ‘Washington Consensus’, countries liberalized labour markets and suppressed
wages in a hunt for foreign investment. Yet the result was a drop in bhoth average growth rates, and
countries’ social outcomes.” The model shifted power away from local governments and workers, to
foreign capital, fostering the misconception that markets could externalize environmental, workforce
and other systemic risks.

Those who advance this critique suggest that despite tweaks to and rebranding of the approach in the
last two decades, the fundamental macroeconomic model embedded in the World Bank’s approach has
not shifted. Over the last decade, there has been a growing recognition in Bank policy circles of the need
for a more ‘balanced’ approach to labour market regulation to ensure equity and efficiency.” But debates
around worker protections, social dialogue, wage levels and social protection remain flashpoints.” And
some argue that the analytical approach that underpins today’s ‘Development Policy Loans’ continues to
assume that the need is to remove obstacles to countries’ incorporation into global trade and financial
circuits, in particular by removing the State as a barrier. State policy is seen as facilitating, rather than
shaping, private sector activity. The aim is to remove ‘constraints’ holding countries back from achieving
growth and poverty reduction, with the assumption being that markets are the best way to achieve both.
There is no expectation, despite the evidence of several decades that market-based growth will lead
to significant environmental and labour exploitation vulnerabilities. This is arguably also the logic that




underpins today’s emphasis on blended finance to ‘Maximize Financing for Development’ - a topic to
which we return in Chapter 9.

That the Bank does not perceive modern slavery, forced labour and human trafficking as risks resulting
from the policies it promotes is also borne out by the steps it as taken to address such risks. These are
in the manner of project-level ‘safeguards’ - steps to ensure that the projects it lends to do not generate
unintended environmental and social risks, including forced labour and child labour. A Labour and
Working Conditions Standard was adopted as part of the Bank’s Environmental and Social Framework
in August 2016, coming into force for projects coming online since late 2018, and addresses.””” ESSz2, as it
is known, aims to prevent the use of forced labour and child labour “in connection with”" Bank-funded
projects, by setting standards relevant to project screening, management and accountability.'”* It sets
out requirements for labour management procedures for different categories of workers connected with
Bank-funded projects, including the primary tier of contracted labourers. ESS2 was criticized by the
ILO for watering down international labour standards around freedom of association, and for passing
risk management responsibilities from lenders to suppliers.”” As we explore in more detail in Chapter 5,
there have been questions about whether this system has always prevented the Bank financing projects
connected to forced labour.

Yet the safeguards arrangements have helped ensure that forced labour and child labour risks are
considered during project design and investment, through due diligence. They have moved into the
world of private finance, through the World Bank’s private-sector lending arm, the International
Finance Corporation (IFC), and from there, to the Equator Principles, a set of voluntary standards for
project finance institutions involved (discussed further in Chapter 8).'” To some extent, safeguards
arrangements have also helped strengthen accountability, with an independent Inspection Panel
mandated to investigate complaints of harm by Bank-funded projects.” This accountability system
has been emulated in various ways by other multilateral development finance institutions and some
bilateral aid agencies.

While these safeguard arrangements apply to the Bank’s project lending, they do not apply to the Bank’s
(growing) portfolio of ‘policy lending’. This is the stock of loans and grants intended to help borrowers
“address actual or anticipated development financing requirements that have domestic or external
origins”™ These typically support a programme of policy and institutional development, for example
to improve the investment climate, diversify the economy, create employment, and meet applicable
international commitments."” The absence of anti-slavery (and other) safeguards in this area points to
an assumption that slavery reduction neither represents a ‘development financing requirement’ of the
relevant macroeconomic or policy kind, and an assumption that these reforms will not be responsible
for generating modern slavery. In sum, for the World Bank slavery reduction is in operational terms a
safeguarding issue, not a question of policy or strategy.

REGIONAL MDBs
The emphasis on safeguards over strategy is replicated in the regional MDBs.

108

A decade ago the Asian Development Bank developed programming aimed at addressing human
trafficking risks arising in the context of its post-2008 Financial Crisis investments in regional
infrastructure development."” This focus has since waned, and the ADB’s main engagement with modern
slavery risks now comes via its safeguards machinery. Since 2001, the ADB has committed to respect for
ILO core labour standards in its projects, including elimination of all forms of forced or compulsory
labour and effective abolition of child labour, as part of its social protection strategy."’ Since 2009, it has

instituted a prohibited investment list that that notionally prevents financing “production or activities
involving harmful or exploitative forms of forced labour or child labour”.™ There have, however, been




questions about whether this has proven effective, with allegations, for example, that ADB loans to the
Uzbek Government to support agricultural sector investments may have financed child labour (see
further Chapter 5), and ADB involvement in project financing in Myanmar (see further Chapter 8).

The African Development Bank has an Operational Safeguard (No. 5) in place intended to preventlending
to projects “employing” forced or child labour or trafficked people.™ It also seeks to address social issues
through its Country Strategy Papers and Regional Integration Strategy Papers. Yet, as with the World
Bank, even in countries with notable ongoing challenges relating to slavery and forced labour, while
these issues may be mentioned as contextual factors, they are not with any frequency made the targets
of development programming or projects.”

The pattern also repeats where regional MDBs and lenders have a more explicitly ‘human rights’-oriented
mandate or approach, as is the case in the Americas and Europe. The Inter-American Development
Bank (IDB) has committed to respect internationally recognized human rights standards, as provided
for in the International Bill of Human Rights and the ILO Declaration on Fundamental Principles
and Rights at Work. In a December 2019 draft Environmental and Social Policy Framework, the Bank
took steps to align this commitment with the UN Guiding Principles on Business and Human Rights.
This takes the ‘safeguards’ route, by requiring Borrowers to have due respect for human rights, avoid
infringement on the human rights of others, and address adverse human rights risks and impacts in
IDB-supported projects.™ The Framework also sets out in some detail the steps required of borrowers
to cascade safeguards through sub-contracting arrangements, and to deal with incidences of forced and
child labour that arise.” But modern slavery, forced labour and human trafficking have not been made
central targets for targeted IDB programming or lending. Similarly, the European Investment Bank has
specifically committed to a human rights-based approach to social safeguards. The EIB “restricts its
financing to projects that respect human rights and comply with EIB social standards”, which are aligned
to the ILO core labour standards. This requires funding recipients to “develop and implement verifiable
programmes and procedures to ensure that the core labour principles and standards are adhered to”,
even where that goes beyond national law. The relevant EIB guidance specifies that this includes “no
workers under the age of 15” and “no forced labour, including prison or debt bondage labour; no lodging
of deposits or identity papers by employers or outside recruiters™" Uniquely amongst these banks, the
EIB also specifically rules out lending to projects related to the sex trade, infrastructure and related
media." Yet here, as elsewhere, modern slavery reduction does not appear to have been a specific
objective of programming or lending choices.

Finally, the European Bank for Reconstruction and Development, founded in the wake of the fall of the
Berlin Wall, differs from other regional banks in having an explicit political component to its mandate -
and serves in some ways as the exception that proves the rule. Its mandate allows the EBRD to go beyond
development narrowly conceived in terms of economic growth and even social development, and instead
embraces institutional and governance objectives such as multi-party democracy, pluralism and market
economics. The EBRD specifically considers human rights, especially civil and political rights, in that
context." Its 2014 Environmental and Social Policy recognized the responsibility of the bank’s clients
to respect human rights and declares that the EBRD will be guided by the International Bill of Human
Rights, the UN Declaration of Human Rights and the eight core ILO conventions. The Policy was revised
in 2019, strengthening various aspects of worker protections, including by cascading requirements to
subcontractors.”

The EBRD is exceptional in how far it has gone in operationalizing these safeguards specifically in the
context of modern slavery risks. The EBRD Performance Requirements (PRs) for clients must assess
risks of forced and child labour in their supply chains, and its Environmental and Social Policy sets out
what steps must be taken if a risk of forced or child labour is identified.” The EBRD has published official
guidance on how to meet the relevant Performance Requirement,”™ and guidance for private sector




actors on Managing Risks Associated with Modern Slavery, produced in collaboration with IFC, CDC and
DfID.™ An internal gap analysis conducted by the EBRD also highlights areas for potential strengthening
of its own - and other MDBs’ - practice, such as access to relevant tools like forced labour risk screens
in due diligence and assessment processes; strengthening access to relevant assessment expertise,
including through use of experts with relevant sectoral and supply chain expertise in the due diligence
process; increasing emphasis on implementing formally-recognised social and labour management
systems (such SA8000); and increased attention to the performance of grievance mechanisms."” All of
this shows, however, how MDB practice on modern slavery continues to be conceived in terms of project
risk management and safeguards, rather than seeing modern slavery reduction as a strategic objective
around which programming and lending should be organized.

NEW MDBs

Finally, we canvased the operational practice of the so-called ‘new multilateral development banks’.
Several of these have emerged in recent years, in part in reaction to the unwillingness of traditional
powers to give Brazil, Russia, India and China greater say in the governance of existing MDBs. While
they have paid some lip service to safeguards against financing forced labour and child labour, these
arrangements are generally seen as being weak enough to create market segmentation - they may
attract clients that cannot meet the standards set by the traditional MDBs, or that prefer not to."

TheAsian Infrastructure InvestmentBank (AIIB)is amultilateral investmentbankinitiated by Chinain 2013,
headquartered in Beijing. Officially launched in January 2016, as of early 2019, the bank had 93 members
and a total authorized capital of USD 100 billion. China holds the largest minority share in the bank. It
mostly focuses on financing infrastructure projects in Asia, including energy and power transmission,
transportation, urban development and sanitation. The AIIB has committed to “not knowingly finance
projects involving... forced labor or harmful or exploitative forms of child labor”, including work
involuntarily performed by trafficked persons.” To operationalize this, AIIB Environmental and Social
Standard 1 includes specific expectations on labour that must be assessed before a project is signed
off. But it leaves it up to the borrower to assess these risks.”® AlIB offers a ‘Project-affected People’s
Mechanism’ (PPM) to allow lodging of complaints of breaches of these standards in projects it funds.
These arrangements have been criticized on a variety of grounds, including that the definition of child
labour in the AIIB framework appears not to encompass the standards set out by the ILO’s Worst Forms
of Child Labour Convention,” and whether the safeguards actually work: AIIB has faced forced labour
questions around a port infrastructure development project it financed in Oman.”

The New Development Bank, sometimes known as the BRICS multilateral development bank, arguably
has even weaker safeguards in place. Initially authorized to hold USD 100 billion in capital, as of December
2019 it had only approved projects worth USD 15 billion. Like the AIIB, infrastructure investment is its
primary focus.”™ Like the AlIB, its Environmental and Social Framework places the responsibility for
assessing social risks on the borrower, rather than the Bank. And, rather than requiring borrowers to
assess risk against international standards, it calibrates risk assessment to the standards in place at
the national level: “Meet labor protection requirements of national laws and regulations and relevant
International Labor Organization conventions as applicable to the country.”” We return to the
implications of this devolution of responsibility for social risk assessment in Chapter 9.

China
No discussion of contemporary development practice is complete without canvasing Chinese practice.
China is the world’s largest official creditor, with outstanding claims in 2017 larger than those of the IMF,
the World Bank and indeed of all other 22 Paris Club governments put together.” In investment terms,
China is the third largest source of investments after the US and Japan.
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One estimate puts the stock of




debt to China from sovereign debt, FDI, trade credit, directloans and investments, and equity, at around
8 per cent of world GDP, involving more than 4 in 5 of all countries.” Itis now the largest creditor of low-
income countries, surpassing the IFIs.

Much of this lending is to countries thought to have significant modern slavery risks. Figure 17 below
juxtaposes two world maps. The first shows the scale of Chinese lending to countries as a percentage
of the recipient’s GDP. The second shows the estimated country prevalence in the 2019 Global Slavery
Index. This is not to suggest any causal connection. In fact, evidence suggests that Chinese lending to
infrastructure projects, for example, can narrow economic inequalities within poor countries,™ while
Chinese aid, like other countries’, contributes to growth.” Our point is simply that China is lending to
countries where modern slavery may be high (just as other countries and development actors may be).
Heightening this link still further, much of this debt is for investments in infrastructure, mining and
energy™ - all sectors with known modern slavery risks. How China approaches modern slavery risks
may have a significant bearing on how modern slavery risks develop in future. China is also, notably, an
endorser of the Call to Action on Forced Labour, Modern Slavery and Human Trafficking, which includes
a commitment by donors to “enhance cooperation and address the resourcing gap, and build capacity
for an effective response, including by leveraging resources from the Private Sector”. So what can we
learn from China’s existing practice as a donor and development actor? We break this practice into two
streams: overseas lending, and domestic development practice.

FIGURE 17: CHINESE OFFICIAL LENDING TO COUNTRIES
WITH HIGH ESTIMATED MODERN SLAVERY PREVALENCE

Figure 17.a: Chinese lending in percent of recipient GDP

In percent of recipient GDP

0-1% 1-5% @®s5-10% ® 10-25% ® 2 -100% No Data

Developing Freedom: The Sustainable Development Case for Ending Modern Slavery, Forced Labour and Human Trafficking

Source: Horn et al. 2019




Figure 17.b: Estimated modern slavery prevalence per capita, 2018 Global Slavery Index

Source: Walk Free 2019.

Low @ @ ® @ 1igh

CHINA’S OVERSEAS LENDING

After the Chinese Government adopted the ‘Go Out Policy’ (FE HH Z&%B§) in 1999, Chinese entities began
rapidly increasing foreign investment and lending. This further accelerated in 2013 after the adoption of
the One Belt One Road framework (—# —&)(also known as the ‘Belt and Road Initiative’). As a result, in
recent years, China has emerged as a major player in development finance and official lending.

Yet only around a quarter of these flows meets ODA (or foreign aid) criteria. Unlike ODA and other
development spending, most of this lending is on commercial (not concessional) terms and backed by
collateral (secured against assets or future revenues).” This means Chinese debts are likely to be treated
preferentially in the event of repayment problems, making Chinese practice on modern slavery issues
especially important, even when compared to other lenders - especially as there are signs surfacing of
some countries facing repayment difficulties in the context of the COVID-19 pandemic.” The largely
non-concessional nature of Chinese lending also means that Chinese aid is more likely to be driven
by economic interests, whereas access to Chinese concessional aid seems linked to alignment with
Chinese foreign policy positions (more so than concessional lending from other global sources).” One
government think-tanker in Beijing indicated that access to interest payment relief during the pandemic
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may be restricted to “countries that are friendly with us”.
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Analysis of China’s operational practice in relation to modern slavery, forced labour and human
trafficking risks associated with its lending is hampered by the opacity of that lending. China does
not participate in the OECD Creditor Reporting System or Export Credit Group, nor in commercial
debt tracking infrastructures such as those provided by Bloomberg and Thomson Reuters. So it can be
difficult even to size Chinese lending; one estimate of the stock of ‘hidden lending’ from China puts it
at over USD 200 billion as of 2016.*" One thing that is clear, however, is that the Chinese State plays a
large role in shaping this practice. While there is a huge array of financial entities involved in foreign
lending and investment from China,” privately-owned banks play a minor role. The stock of lending is
dominated by two banks owned by the Chinese State Council; between them the Chinese Export-Import
Bank and China Development Bank account for more than 75 per cent of overseas lending."

An increasingly thick body of norms and regulations shape this lending - though uptake by Chinese
firms operating overseas remains somewhat limited."* Chinese lenders have proven reluctant to directly
target and address labour standards through their lending, in part because of a government prohibition
on foreign aid interfering in recipient countries’ internal affairs.”’ Yet a growing body of guidance and
regulation encourages lenders to protect workers’ rights. At the most general level, the Nine Principles
on Encouraging and Standardizing Outhound Investment, issued by the State Council in 2006 mandate
both “[c]Jomplying with local laws and regulations” and “fulfilling the necessary social responsibility to
protect the legitimate rights and interests of local employees, ... caring for and supporting the local
community and people’s livelihood”" In 2008, the Ministry of Commerce, the Ministry of Foreign
Affairs, and the State-owned Assets Supervision and Administration Commission (the body responsible
for regulating Chinese State-owned enterprises) issued the Circular on Regulation of Overseas Investment
and Cooperation of Chinese Companies (MOFCOM [2008] #222). This contained a specific injunction
relating to:

“Labor related issues. Effectively apply the ideology of “people-oriented” into
the business’ management based on the requirements of the “Scientific Concept
of Development” in China; provide employees with wages, benefits and working
conditions that are in accordance with laws and contracts; broaden communication
channels with employees, and actively respond to their legitimate demands in order to
establish a more harmonious working environment.”™*

This approach has been reinforced by subsequent regulation. In 2013, the Ministry of Commerce issued
the Provisions for Regulating Competition in Foreign Investment and Cooperation (MOFCOM [2013] #88)
which require companies to “safeguard legitimate interests of local employees... and fulfil necessary
social responsibility”. (Art 7(2)) These provisions apply to all Chinese companies operating overseas or
providing contracting services for foreign projects, and stipulate that the Ministry of Commerce and all
other relevant ministries will maintain a “credit record” of any violation of this regulation. A negative
rating can notionally disqualify companies from benefiting from investment-related State support in
the future (Article 11).** Further official guidance in 2017 contains a (non-exclusive) list of prohibited
overseas investments. This includes prohibition of investment in “industries such as gambling and
sexual services” and anything “banned by international treaties concluded with or signed by China”"*’
And China Banking Regulatory Commission guidance from that same year calls for strengthened ESG
risk management, including through learning from international best practice, and maintaining the
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“rights and interests of local people”.

The most specific guidance has been issued by industrial associations. The China International
Contractors Association (CHINCA) issued the Guidelines of Sustainable Infrastructure for Chinese
International Contractors (2017).” The China Chamber of Commerce of Metals, Minerals and Chemicals
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Importers and Exporters has issued Guidelines for Social Responsibility in Outbound Mining Investments.
Both of these call for preventive efforts related to forced labour. The latter specifically align with the UN
Guiding Principles on Business and Human Rights. The CCMC has also released UNGPs-aligned Chinese
Due Diligence Guidelines for Responsible Mineral Supply Chains.” China Chamber of Commerce of
Foodstuffs and Native Produce has also worked towards guidance for investment and involvement in
palm oil, including prohibitions on forced labour.” The extent to which firms conform with these laws
remains unclear.

Still further strictures are in place for China’s State-owned enterprises and lenders. The 2008 Circular
on Regulation of Overseas Investment and Cooperation of Chinese Companies states that central State-
owned enterprises should play an “exemplary role”, and “enhance the sense of social responsibility”
through “people-centred corporate behaviours that contribute to the building of a harmonious
enterprise”. This was further elaborated in 2008 Guidelines to State-owned Enterprises Directly Under
the Central Government on Fulfilling Corporate Social Responsibilities (SASAC [2008] #1), which details
the legal rights of employees that are to be respected.” In response, the two major State-owned lenders
- China Development Bank and ExIm Bank - have both adopted environmental and social impact
frameworks, including due diligence frameworks.” The ExIm Bank framework seeks to screen out
financing for “Production or activities involving harmful or exploitative forms of forced labour/harmful
child labour””" The CDB framework has not been published.

And this is indicative of the broader challenge of assessing the effectiveness of all this regulation. The lack
of transparency around much of this lending makes that difficult. There are some signs that the system
is weakly implemented and enforced.” The regulatory framework in place provides opportunities
for Chinese leadership, but greater institutional transparency and accountability might foster more
effective implementation."”

CHINA’S DOMESTIC DEVELOPMENT PRACTICE

More difficult questions are raised, however, by allegations of connections between China’s domestic
development policies and practices, and large-scale involuntary servitude, forced labour and human
trafficking, especially in Xinjiang Uyghur Autonomous Region.

China is not alone in facing such allegations. As we saw earlier, concerns have recently been raised
about EU financing of an infrastructure rehabilitation project in Eritrea that may rely on large-scaled
forced labour. Other instances of possible connections between States and forced labour are canvased
in Chapters 3 to 8, and involve countries ranging from Brazil to Thailand, Ethiopia to the UK. And as we
discuss at more length in Chapters 2 and 9, the US, UK, France and Russia all have instances of large-scale
forced labour in their past, closely linked to their own economic development. Those episodes may have
imposed costs not only on the victims of forced labour, but on the countries whose policies underpinned
those slavery systems; they might be better off now had they not opted to rely on systematic forced
labour then. So from both a Chinese perspective, and from the perspective of multilateral norms and
institutions, there may be benefits to considering and addressing the possible links between Chinese
domestic development policy and large-scale contemporary forced labour, before similar costs are
incurred in this instance.*

These alleged links have been identified in a series of investigative reports and analyses, including
from a large group of UN Special Rapporteurs and special procedure mandate-holders, a bipartisan
US Congressional Commission, published Chinese Community Party (CCP) records, and independent
investigation and analysis.” These allegations are hard to verify given the tight control exercised by

Government authorities over the visits, mobility and inspections traditionally used to review allegations
of forced labour in supply chains and otherwise conduct due diligence.””” The Chinese government




strongly contests key aspects of these reports, especially relating to the involuntary nature of the labour
involved, describing them as a “smear”’” The Chinese Foreign Ministry’s Spokesperson has described
allegations of forced labour as a “political manoeuvre” by other countries.™ The Chinese authorities
point to statements by “nearly 7o countries” at the UN General Assembly in September 2020 “in support
of China’s position” and opposed to “interference in China’s internal affairs”, including a statement
made by Cuba on behalf of 45 countries relating to Xinjiang."”

Multiple reports set out a consistent narrative of a domestic development and poverty-alleviation policy
for Xinjiang province, one of China’s poorest, known as ‘Xinjiang Aid’ (3358). The Xinjiang Aid strategy
is based on attracting low-skilled, labour-intensive industry,*® and mandating participation of minority
households as ‘rural “surplus labour”™ (fivi ldodongh, S4&358177), or “destitute labour™ (pinkin
ldodongl, ¥ E % EN7). The result is a system that may compel as many as hundreds of thousands of
Uyghurs and other minorities to work in textile, agriculture and electronic industries, as a livelihood
creation exercise. Indeed, in a White Paper issued in response to concerns raised about such practices,
the Chinese Government State Council Information Office stated that the total number of people
employed in Xinjiang rose by 17.2 per cent in just five year (2014 to 2019), including “average annual
relocation of surplus rural labor [of] more than 2.76 million people” - or about 10 per cent of all residents
of the region “relocated” each year.” The Chinese Government describes this as the State “guiding”
or “helping” people “to find work” and “guid|ing] the orderly flow of labor” to industry.”™ Despite this
scale, according to critics, these relocations and associated forced work rely on tracking and sanctioning
participants on an individual basis. The New York Times cited one local government instruction under
the programme as bluntly directing State agents to “[m]ake people who are hard to employ renounce
their selfish ideas. Turn around their ingrained lazy, lax, slow, sloppy, freewheeling, individualistic
ways so they obey company rules.”™ Workers are allegedly forced to accept lower-than-market wages.™
Local governments and private brokers are allegedly paid a price per head by the Xinjiang provincial
government to organize labour assignments,” drawing on workers who have been through involuntary
‘vocational training’.

This ‘vocational training’ allegedly forms part of a larger mass detention, without trial, of Muslim
residents of Xinjiang, for “concentrated educational transformation” (£ #&%1£).™ The Chinese
Government acknowledges that it organized vocational training for an average of 1.29 million workers
in Xinjiang each year from 2014 to 2019, but describes this training as the basis for the emergence of
a “large knowledge-based, skilled and innovative workforce” in Xinjiang.”™ The training improves the
“employability of workers” and promotes “stable employment”.™ Detainees made to work appear to be
housed in internment camp workshops, large industrial parks and village-based satellite factories,”
and may be forced to undergo mandatory political and military education of workers and internees, and
family separation.™ Some of them are explicitly styled “poverty alleviation workshops” Many of these
worksites rely on government security forces and are allegedly run under “paramilitary management”
(ban junshi hua guanl \ , £ FEHBLER).”

CCP sources frame this regime (and in some cases the broader Belt and Road Initiative)as a way to “get
rid of poverty” (tuopin gongjian, Bt B ) through “industrial poverty-alleviation” (chanye fipin, 7=l ik
#2)." Global Times - a State-run media outlet - also describes poverty alleviation as the central basis for
employment policy in the region,™ and the afore-mentioned government White Paper puts development
at the heart of its justification for labour policies in Xinjiang, arguing that government labour policies
in Xinjiang have led to significant household income increases and welfare improvements.™ It claims:




From 2013 to the end of 2019, Xinjiang wiped out poverty in 25 poor counties
and 3,107 poor villages, and the poverty incidence dropped from 19.4 percent to
1.24 percent. From 2014 to the end of 2019, a total of 2.92 million people from 737,600
households shook off poverty. By the end of 2020, poverty will be completely eliminated
in Xinjiang.

The Chinese Government also frames the policy as part of its counter-terrorism and counter-
radicalization efforts in Xinjiang, aimed at addressing conditions conducive to terrorism. The State
Council Information Office’s White Paper argues the programme is necessary for dealing with those in
Xinjiang who “resistlearning the standard spoken and written Chinese language, reject modern sciences,
and refuse to improve their vocational skills, economic conditions, and the ability to better their own
lives.” This includes “chang[ing] people’s outdated mindset”, to inculcate a commitment to hard work.”™
Yet the same source argues that these programmes are provide for “voluntary actions made based on
individuals’ own choices”, and that “China applies international labor and human rights standards to
effectively safeguard workers’ rights”"™ The programme, alleges the White Paper, “ensures that people
can make their own choices about work™™ An earlier article in Global Times indicated that research into
more than 70 companies, including on-the-ground conversations, had found “[nJo evidence of forced
labour”"® The White Paper asserts that all incidents of forced labour lead to criminal prosecution, and
that international labour standards and rights are respected.”™ China has, it argues, “taken a resolute
stance against forced labor and eradicated it in any form”"™ Above all, it emphasizes, this strategy

alleviates poverty and “protects human rights through development”.®

In this narrative, forced labour is reframed as ‘vocational training’, re-skilling and re-education of
Uyghurs and other minorities, transforming them into alow-wage, low-skill workforce.”’ That narrative
must be evaluated, however, in the context of China’s longstanding systems of ‘Reform through Labour’
(ldodong gaizao, 35 FNELIE) aimed at criminal rehabilitation, and ‘Re-education through Labour’ ({dodong
jiaoyang, 55 &1%20&) aimed at political re-education. The latter was a system of administrative, extra-
judicial detention run by the police, and used from 1957 to 2013 to detain not only petty criminals but
also political dissidents and Falun Gong. It was a formalization of a programme begun in 1955 by the
Chinese Communist Party to deal with “counter-revolutionaries”, which was used to coerce dissidents
into ideological and political conformism. It was repeatedly singled out for expressions of concern
and critique by UN human rights bodies, including the UN Working Group on Arbitrary Detention.”
It was abolished by the Standing Committee of the National People’s Congress on 28 December 2013.”
The system of mass internment and ‘vocational training’ in Xinjiang allegedly shares many of the
characteristics of the ‘Re-education through Labour’ system, except that it is allegedly being used to
intern and ‘vocationally train’ entire minority ethnic groups.” By late 2018, cheap labour emerging
from ‘re-education camps’ associated with the Xinjiang Aid strategy had become an important driver
of Xinjiang’s economy, according to an official statement by the Xinjiang Development and Reform
Commission.” This suggests that State development instrumentalities are being used in ways that
have led to large numbers of rural workers being forced into industrial labour both inside Xinjiang and,
increasingly, after transfer, in other Chinese provinces. Critics argue these transfers are involuntary.
Chinese sources, such as Global Times and the White Paper, dispute this, and Chinese authorities argue
these policies “protect the human rights of all ethnic groups in Xinjiang”"”

The Government subsidies incentivize employers, especially in cities and towns in eastern China ‘paired’
with urban centres in Xinjiang under earlier development policies, to hire this ‘re-educated’ labour
force.” Importantly, these subsidies seem to draw on “poverty alleviation and development funds” (fiipin

fazhan zijin, ¥} &R & £) provided by the central Government — worth around 6.9 billion yuan in 2018
(around USD 1.1 billion at the time). Some companies involved in the scheme have received credit from
China’s Agriculture Development Bank.” Other funds come from local and provincial governmental




authorities in the east, encouraging local firms to pair with Xinjiang entities to foster labour flows from
Xinjiang."”® Documents associated with some of these pairing schemes specifically refer to the need to
find employment for Xinjiang residents undergoing re-education.”

Some of these factories appear to feed into the global supply chains of brand-name companies from
Apple to BMW to Zara. The global cotton supply chain is particularly implicated. Around a sixth of world
cotton supply comes from China, with around 85 per cent of that production in Xinjiang. In July 2020,
the US Government sanctioned nine Chinese companies allegedly involved in the programme,™ with
additional sanctions against specific production sites and companies following in September 2020,
including several involved in cotton production and processing.”” One of the targets of US sanctions,
the Xinjiang Production and Construction Corps (XPCC) or Bingtuan (£ ), a paramilitary organization
closely involved in CCP administrative policy for Xinjiang since 1949, including repopulation policies, is
heavily involved in this supply chain, running cotton farms and processing facilities.” It is reported to
have over 800,000 holdings in other companies.”” Cotton production and textile and apparel manufacture
are central to the Chinese Government’s development plans for the region, with the Xinjiang Textile and
Apparel Industry Development Plan 2018-2023 aiming to create one million jobs, 650,000 of them in
southern Xinjiang, where the XPCC controls perhaps 20 per cent of production.

If these allegations are based in fact, this would indicate that development instruments and discourse
may be being used to underpin and organize systematic forced labour. This raises difficult questions for
the global development community, including around potential exposure to measures taken by other
countries in an attempt to address the situation. US Congress has adopted the Uyghur Human Rights
Policy Act 2020 (S.3744), under which the U.S. Government will receive periodic reports on these alleged
forced labour policies, and can freeze the assets of individuals and entities found responsible for human
rights abuses in Xinjiang, as well as ban the identified individuals from entry to the United States. The
US federal executive has warned entities with exposure to US markets and banking systems to beware
handling goods produced through the scheme, or the proceeds of trade in such goods.”™* In September
2020 the US Government announced orders preventing goods from four XUAR companies and one
factory from entering the US market.”” In mid-October 2020, US Customs and Border Patrol detained a
shipment of women’s gloves as a California port after tracing it to a factory of the Yili Zhuowan Garment
Manufacturing Company in Xinjiang, one of the companies on the WRO.” The Chinese Foreign Ministry
has suggested that this approach “violates international trade rules and sabotages global industrial,
supply and value chains” and “seriously infringe upon other countries’ basic human rights”*”

Development lenders may face complications. The World Bank has scaled back a project in the region
after allegations, that the Bank could not substantiate, that its funding was being used in relation to
internment camps.*” Some lenders may need to revisit earlier project social risk assessments. For

example a USD 200 million ADB project in the region, executed by the regional government and focused
on urban development, identified involuntary resettlement as a risk. But a 2011 risk assessment suggested
there was no risk of human trafficking and asserted that core labour standards would be protected,
though contemporaneous reporting suggested such development projects sometimes reflected a non-
participatory approach to development planning.™ Such risk assessments may require heightened
scrutiny and due diligence in future, or development actors may face unexpected reputational or legal
consequences from connections to organizations suspected of contribution to forced labour.
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The UN development system

Despite the inclusion of modern slavery, forced labour and human trafficking in the 2030 Agenda for
Sustainable Development, the UN development system - the development-oriented funds, programmes
and agencies within the UN family - has not gone notably further in integrating slavery reduction into
its own strategic thinking and operational practice than the other development actors discussed above.

Some UN development entities incorporate forced and child labour safeguards into their project
work. For example the UNDP’s project-level Social and Environmental Procedure, launched in 2012,
implements a set of Standards that commits UNDP to meet ILO standards relating to the elimination of
forced or compulsory labour and the worst forms of child labour.™ Similarly, the UN Supplier Code of
Conduct, which governs suppliers operating through the UN’s common procurement system, commits
suppliers to prohibit forced or compulsory labour in all its forms.™

Looking beyond safeguards to understand programming choices, we reviewed two decades’ worth of
country-level development strategies that the various UN Development System entities collectively agree
with host governments - previously known as UN Development Assistance Frameworks (UNDAFS), now
known as UN Sustainable Development Partnerships (UNSDPs). These covered 147 countries and regions,
between 2000 and 2020 - in all almost 400 country strategy documents. Because these are multi-year
plans, commencing in different years and of different durations, we broke them into four cohorts, each
covering five years, assigning the plans to cohorts based on the year of their commencement (2000-
2004, 2005-2000, 2010-2014, 2015-present).

We examined whether and how these documents mentioned modern slavery, forced labour, child
labour, and human trafficking. Our aim here was to identify where references were merely contextual
(‘Contextual’); where they went beyond that to identify specific programming or indicators associated
with tackling these problems, usually undertaken by one agency or as part of alarger or different overall
objective (‘Programming’); and where they went even further, identifying one or more of these problems
as a strategic focus, either representing a stand-alone outcome of the strategic plan or requiring
programming by more than one UN system entity (‘Strategic’). We treated these three categorizations
as lying on a spectrum of strength: thus, if a document included both a contextual and a programming
reference to child labour, it was coded as ‘Programming’ (and not as a contextual mention). If itincluded
human trafficking as a ‘Strategic’ target, then we did not record programming or contextual references
to human trafficking in that document (though both were there).We coded each document’s references to
modern slavery (including forced and child marriage), forced labour, child labour and human trafficking
separately.

Our results are shown in Figure 18 below. They reveal some interesting trends.

The first thing to note is how few references there are, overall. We identified 306 UNSDP-style documents.
We coded references to 4 different types of exploitation for each. There was thus a maximum of 1,584
possible codings. Yet we coded only 413 entries - meaning that 74 per cent of the time UNSDPs were
essentially silent on these issues. The second point to note is how the remaining 26 per cent broke down.
There were only 50 codings of any kind for references to modern slavery, slavery, forced or child marriage
- and even fewer (just 30) on forced labour. UNSDPs essentially ignore questions of forced labour. There
was a much greater focus on child labour (155) and human trafficking (178). Yet of the 413 positive codings,
only 21 rose the strength of ‘strategic’ references - that is, making the form of exploitation in question a
strategic focus of programming under the UNSDP. More than half of these were focused on child labour.

Next, we notice the temporal distribution. Just 114 of the coded entries are from UNSDPs developed
before 2010. 299 (or 72 per cent) of the positively coded entries are from the last decade. And most of the
increased focus has come in Asia-Pacific and Sub-Saharan Africa countries.




FIGURE 18: UN COUNTRY-LEVEL DEVELOPMENT FRAMEWORK MENTIONS
OF MODERN SLAVERY AND RELATED PHENOMENA, 2000-2020
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Delving below what we can see in the coded data, into the strategies themselves, several other trends
emerge. First, most of the entries that we have coded as entries for ‘modern slavery’ are in fact references
to forced and early child marriage. There are only a few references to ‘slavery’ (e.g. in Mauritania,
Niger, Bolivia and Nepal) - and no reference that we could find to ‘modern slavery’ specifically. Second,
there were clear differences in the types of programming offered under UNSDPs based on the way the
exploitation was framed. Where the framing was focused on child and forced labour, the interventions
proposed tended to deal with access to education, rural finance, and protection mechanisms. Where
the framing used was ‘human trafficking’, interventions focused on strengthening criminal justice and
victim support. This result seemed to hold even for UNSDPs that, in their narrative portions, described
the problem to be addressed in ambiguous terms - that is, as ‘child trafficking’ or ‘trafficking for labour
exploitation’.Once the UNSDP came to proposing solutions, the framing of the problem closely matched
the types of interventions proposed.
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This may be due to another trend that becomes visible through reading these 396 UNSDPs: different
framings and types of programming are closely associated with different UN agencies. Forced and
child labour interventions are closely associated with the ILO and, to a lesser extent, UNICEF. Human
trafficking interventions are associated with the IOM and UNODC. And interventions to address forced
and child marriage are associated with UNFPA, and, to alesser extent UNICEF and UN Women. In many
ways this is not surprising: different UN entities have specific mandates, and develop particular framings
and repertoires that they deploy around the world.

Yetitis also revealing in several ways. For one, it offers one explanation for another trend visible in Figure
18: the significant regional variation in which issues are focused on, and when. This may be an artefact
of investment by different UN agencies in rolling out programming in specific regions on this topic.
This helps to explain why Latin America and Sub-Saharan Africa both experienced jumps in UNSDPs
focusing on child labour in the 2010-2015 period - because this was when both ILO and UNICEF had a
major push on these issues in these regions. In the last five years, in contrast, that focus has somewhat
faded in UNSDPs in those regions — while the focus on human trafficking has grown, just as UNODC has
expanded its offerings in the region.

Second, it helps to explain why there are so few mentions of modern slavery - at least until recently.
‘Modern slavery” has no ‘home’ in the UN development machinery. There is no operational, development
entity that promotes interventions using that frame or runs country programming to address slavery
or modern slavery. The closest analogue is the Office of the High Commissioner for Human Rights
(OHCHR), since it provides secretarial functions to the UN Human Rights Commission in Geneva, which
is the source of the ‘contemporary forms of slavery’ discourse, and the Special Rapporteurship focused
on that issue. But OHCHR is quite distinct from other UN Development System entities, since it has a
normative mandate, rather than a programming-oriented one. Only with the greater focus in recent
years on forced and child marriage from some of the more programming-oriented entities (UNFPA and
UNICEF) has there been an uptick in UNSDP attention to these issues.

There is however no a priori reason why there should be a specific UN entity with a ‘modern slavery’
mandate. And, in fact, the data reflected in Figure 18 suggests that adding one might only lead to further
fragmentation. Because the final, and in some ways most striking, result of our analysis of UNSDPs
is just how siloed much of this programming is — and what, as a result, may be getting missed.” Our
‘strategic’ code was designed to capture UNSDP discussions that elevate modern slavery, forced or child
labour, or human trafficking issues to the level of a shared concern that UNSDP goals and ‘outcomes’
typically represent - and which typically become the basis for shared programming. As we have noted
above, we found very few such references. And in fact, they are far less likely now than they once were:
in the 2000-2004 period, 27 per cent of all UNSDP treatments of these issues rose to the ‘strategic’ level,
whereas in 2015-2020 only 4 per cent did. This suggests that UN development system efforts to tackle
these issues have become less integrated over time, not more integrated.

The lack of integrated thinking is reflected not just at the field level (i.e. in country-level development
frameworks), but in global coordination. The UN has not one but two rival coordination mechanisms
in this domain: the Inter-Agency Coordination Group Against Trafficking in Persons (ICAT) focused on
human trafficking, and Alliance 8.7, which has largely focused on forced labour and child labour.™ Yet
what is especially striking about them both is that neither has attracted significant commitment from
the key economic development organizations in the UN family. While both UNDP and the World Bank are
ICAT members, neither is a member of its Working Group, “ICAT’s forum for substantive policy, expert
exchange and coordination””” Perhaps unsurprisingly, there is scant evidence that ICAT has made an
impact on development thinking or practice.™ A July 2016 Issue Brief prepared for the UN Inter-Agency
Task Force on Financing for Development as it sought to understand the financing implications of the
SDGs, sets out a long laundry list of possible programming areas, with no clear conceptual framework
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for prioritizing amongst them.™ Similarly, while some UN Development System entities including FAO,
ILO, UN Women and others are listed amongst Alliance 8.7’s claimed 226 partners on its website, neither
UNDP nor the World Bank is.”® There is notably no ‘development’ track in Alliance 8.7’s work streams or
Action Groups. The Alliance does, however, include a ‘Pathfinders’ programme intended as a framework
to assist countries that volunteer to “go further and faster” to Achieve SDG 8.7. At the time of writing,
twenty-two countries had joined this important Programme. They agree a “workplan that sets out
priorities, key actions, responsibilities, timelines and budgets”. This workplan is developed in a country
workshop that “should identify what a country needs to do to meet Target 8.7 This arguably sets up a
coordination path essentially disconnected from the UN Sustainable Development system (focused on
UN Country Teams), unhelpfully segregating the Target 8.7 discussion from the larger-scale projects and
financing associated with that process.

What is more, the Alliance 8.7 Pathfinder process determination of “what a country needs to do to meet
Target 8.7” is not based on a published country needs assessment, comprehensive baseline data about
the forms of SDG 8.7 exploitation that the partner country faces, lessons learned about what works to
accelerate progress at scale to address such exploitation in comparable countries, or, crucially, published
economic (or political economy) analysis. Instead, the assessment of “what a country needs to do to
meet Target 8.7” is a product of dialogue between host country ministries and programming agencies
represented at the invite-only workshop. The result is that Alliance 8.7 Pathfinder national strategies
risk deriving as much from what existing implementation partners can pitch successfully to donors as
from a thorough assessment of how efforts to achieve SDG 8.7 relate to the country’s larger sustainable
development pathway and economic strategy.

What this all tends to suggest is that the practice of the UN development system, like the practice of the
other development actors reviewed in this chapter, suffers from something of a blind-spot when it comes
to tackling modern slavery: an unwillingness to consider these concerns in the context of the larger
socio-economic project of sustainable development, and a related overlooking of the opportunities anti-
slavery efforts may offer for promoting broader sustainable development.

Reflections: development’s blind-spot revealed

Across the various different sources of evidence we have reviewed in this chapter - practitioner
perspectives, the scientific literature, spending patterns, and organizational practice - several insights
emerge.

First, there is a growing recognition amongst development practitioners of the need to safeguard
development programming, lending and investment against modern slavery risks - that is, to take steps
to prevent unintended promotion of modern slavery, forced labour, human trafficking and child labour.
That ‘safeguards’ approach has potential, but also limitations.

There is movement - at different speeds in different quarters - to align project safeguards arrangements
around international expectations of responsible business conduct and business respect for human
rights. These are reflected in the UN Guiding Principles and Business Human Rights, and relevant
OECD Guidance - both of which are seen as authoritative guides to expectations of development finance
institutions. And behind this, there is a growing cohort of development actors actively learning on their
own, and from each other, what effective safeguards, due diligence and business engagement looks like.

Their operational practice varies significantly. Some conduct their own risk assessments, while others
rely on borrowers, beneficiaries and clients to do so. Some hold their partners to (various) international
labour standards; others defer to national arrangements. That creates a real risk that where States do
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not already respect international standards,™ development efforts will not only do nothing to generate
behavioural change but could in fact amplify labour violations and reinforce institutions conducive
to such violations. (We return to this point in Chapter 9.) And most safeguards are limited to project
lending. They do not extend to so-called ‘policy lending’, or advisory work.

What is more, where safeguards fail, there has not been evidence of a deep commitment by development
actors to provide or enable remedy. In fact, development actors seem reluctant to acknowledge
that some of the activities they fund have been - and likely will continue to be - connected to actual
cases of modern slavery, forced labour, human trafficking and child labour. Although the UN Guiding
Principles on Business and Human Rights and the OECD Guidelines on Multinational Enterprises set
clear expectations around actors’ provision and enabling of remedy where human rights harms occur,
development actors have been relatively hesitant to take steps to enable remedy. Undoubtedly, the recent
US Supreme Court decision in Jam et al. v. International Finance Corp. has increased anxieties in the
MDBs, by raising the spectre of legal liability arising from multilateral development actors’ commercial
lending.*”

Second, the willingness to embrace modern slavery, forced labour, child labour and human trafficking
in the safeguards context is not matched by a willingness to target modern slavery risks as a focus of
development programming, capital allocation or strategic intervention. Development practitioners and
development organizations continue to see modern slavery as a social problem or criminal behaviour
to be addressed through strengthened law enforcement, with social programming mitigating its
worst effects.” It is not treated as a predictable product of how risk is structured and distributed by
prevailing economic institutions, raising questions about the orthodox approach to economic growth
and development. Nor is much thought given to whether it creates a drag on economic growth.

These patterns are reflected across these different sources and types of evidence. As a working paper
commissioned by the World Bank in 2009 noted, there has been a sense that while development actors
could use labour market regulation levers to tackle “consensual exploitation” of workers, it was up to
law enforcement entities to tackle illegal “non-consensual exploitation”, even where it was economic
vulnerabilities that “forced” people into these situations.”” This characterization automatically places
modern slavery as a marginal, rather than a core, concern for global development actors. Even where
slavery reduction is seen as a development programming objective, it is frequently characterized as an
anomalous criminal behaviour to be disrupted and repressed through more stringent enforcement of
the existing rules, rather than an inevitable outcome of those rules that may require us to think about
changing them if we truly wish to prevent this outcome.

A 2009 conclusion of the IOM Head of Research and a Senior Economist at the US General Accountability
Office in 2009 still seems accurate:

Global efforts to combat trafficking in persons have focused mainly on the
criminalization of trafficking, along with measures to protect and assist victims.
Relatively little attention has been given to the relationship between development
policy and trafficking. Anti-trafficking policy has been dominated by the prevention,
protection and prosecution paradigm, which tends to focus policy primarily on
short-term interventions. What is lacking is a policy approach, which locates the fight
against human trafficking as part of a strategy to promote sustainable and long-term
development.=+




What emerges clearly from this review of practice is thus an absence, or a blind-spot. It is an absence
of a coherent narrative, across the global development sector, that explains in terms understood and
recognized by development practitioners why slavery reduction is and should be a core concern for
development actors. Fighting modern slavery may be a social good, but what will fighting slavery bring
to the broader project of sustainable development? That question continues to go unanswered - and
even, arguably, unasked.

The absence of an analytical framework connecting modern slavery to sustainable development fuels the
development sector’s ongoing disregard for these issues. And it prevents those development actors that
are inclined to use the tools of global development to seek slavery reductions from identifying, assessing
and explaining the development impacts of these efforts. That prevents slavery reduction outcomes
from shaping lending and investment decisions in any serious way. Seen from the development sector’s
perspective, these efforts lack policy coherence; they instead seem to resemble a disjointed mosaic
of unilateral interventions across different programming domains: criminal justice, labour markets,
migration policy, financial inclusion, gender empowerment, skills development and more.

The central questions remain those posed by Roger Plant, the then-top anti-forced labour official at the
ILO, at an FCO and DfID-hosted convening in 2007:

For development actors such as the Banks and the bilateral donors, there is an
immediate practical question. When and under what circumstances do problems like
forced and bonded labour merit a specific strategy or operational intervention? Or
are they best dealt with through a safeguards approach, which tries to ensure that
other interventions do not cause or contribute to forced labour? Is forced labour best
considered a sub-set of other mainstream approaches, such as migration policy, labour
market governance, measures against discrimination, strengthening microcredit for
vulnerable groups, and others? How should forced labour be dealt with in the main
poverty reduction and development frameworks at the country level...?>»

Thirteen years later, and despite hundreds of millions of dollars, pounds and euros being spent to
Achieve SDG 8.7, there has been no coherent effort to answer these questions, no effort to address this
blind-spot. Four years after the establishment of Alliance 8.7, the major development actors are largely
absent from its deliberations, and the Alliance has no overall narrative explaining how fighting slavery
contributes to the larger shared project of sustainable development. The story is similar in ICAT, and the
UN General Assembly’s Plan of Action to Combat Trafficking in Persons™ that guides ICAT’s work.

It is to that need - for a policy narrative that explains why and how fighting slavery will promote
sustainable development - that we now turn.




CHAPTER 2: RETHINKING THE
RELATIONSHIP BETWEEN SLAVERY
AND DEVELOPMENT

Global development discourse and practice are rooted in economic thinking. Perhaps for that reason,
attempts to encourage the global development system to address social phenomena frequently involve
first, demonstrating the economic burden created by the phenomenon, and then showing how that
burden can be reduced through effective interventions. This is reflected, for example, in analyses of
the global burden of disease,' armed violence,> and violence against women.? Yet, strikingly, despite the
development sector’s perception (discussed in Chapter 2) of modern slavery as a ‘social problem’, there
is no authoritative estimate of the economic or development burden imposed by modern slavery, nor of
the cost of preventing it.

The International Labour Organization has published two seminal papers, The costs of coercion and Profits
and Poverty’ that estimate the underpaid wages connected to forced labour and the profits generated
by forced labour, respectively. Neither assesses the overall economic burden imposed by slavery. Some
authors have suggested there is a correlation between incidence of forms of exploitation addressed by
SDG 8.7 and reduced GDP.° In a recent paper, IMF staff estimated the potential gains to GDP from the
eradication of child marriage at around 1.05 per cent in emerging and developing countries.” And an
unpublished paper by economic researchers in Australia suggests that a 50 percent reduction in forced
labour could boost GDP by as much as 3.6 percent.® These studies have pointed to the potential size of the
impact of modern slavery on economic growth, but also leave open questions about the causal vectors
by which coercion at the worksite or household level aggregates into macroeconomic effects. A steadily
growing base of evidence about the microeconomic foundations and drivers of modern slavery may
help.’ That evidence base addresses factors including: relative poverty* and multidimensional poverty;"
unemployment and informality; access to education; access to safe credit; physical, social and cultural
isolation, and broader discrimination;® and migration.*

Despite this growing evidence base, there is no clear and accessible account explaining the connections
between modern slavery and sustainable development. Indeed, some commentators argue that global
anti-slavery efforts simply assume that development (in the sense of modernization) will ‘solve’ slavery.»
That assumption appears empirically unsound, for reasons we elaborate later in this chapter, and
as demonstrated in the case studies in Chapters 3 to 8. The closest we come to such an account of
the development impacts of slavery is the political economy analysis of Robert E. Wright in his 2017
volume The Poverty of Slavery: How Unfiree Labor Pollutes the Economy. Wright's sweeping analysis of the
connections between slavery and development concludes that “|mjore enslavement means less output
or... less development.™ In this chapter, we first build on Wright’s analysis and, delving deep into the
research literature, identify ten causal pathways through which slavery creates a drag on development.
Understanding these vectors throws light on the opportunities for and obstacles to effective development
interventions to reduce slavery. In the second section, we draw on these insights to reconsider how
current approaches to development - especially the emphasis on incorporation into global value chains
(GVCs) - connect to modern slavery risks, and what this means for conceptions of the developmental
role of the State. Finally, drawing on these insights, we offer a new, systems-oriented framework for
understanding the role that development can play in fighting modern slavery, forced and child labour,
and human trafficking.




Ten ways slavery impedes sustainable
development

1. Slavery reduces productivity

An abundantliterature using economic, cliometric and econometric analytical methods makes clear that
the use of coercion in labour markets creates an overall drag on productivity.” As both Adam Smith and
Amartya Sen have argued, coercion demotivates workers.” This analysis has been borne out empirically,
including by research showing that use of positive incentives within slavery can improve productivity.”

Workers will take outside employment options where they can to escape coercion so, unsurprisingly,
coercion is more prevalent in labour markets where external options are constrained. That includes
markets where there is an over-supply of labour, where there are constraints on labour mobility (such
as legal arrangements tying visas to specific sponsors (like the kafala system discussed in Chapter 8), or
physical isolation, or removal of identity documents), or where outside options require skills education,
training or investment.” All of this points to the importance of labour market regulation in reducing the
utility of coercion as an exploitation strategy.

A piece commissioned by the World Bank in 2009 explains how individual worker demotivation arising
from coercion in the employment context snowballs up to the economy-wide level to depress overall
productivity. It is a question of economic efficiency. Where employers can combine coercion with
institutional conditions or worker vulnerabilities in a way that allows them to attain monopsony power
- that is, to prevent workers selling their labour in a market - the result is that wages are set below
the marginal value product of labour. This generates an inefficient allocation of labour at the whole-
of-economy level.” Tolerating coercion leads to price distortions in the labour market, driving capital
towards inefficient parts of the economy, where exploiters capture rents. This is particularly likely in
sectors with commodity characteristics - that is, where markets set the price — because of the incentive
for producers and sellers to pocket, as a rent, any labour cost savings they can generate.”

The key point here is that slavery reduces wages not only for slaves, but for free workers, too. Slavery
depresses the equilibrium wage rate: free labourers have to drop their rates because they are being
undercut by slave labour.” Indeed, it has been argued that it was the recognition of the impact of slavery
on their own wage prospects that drove the British working class to support the abolition of both
slavery and convict labour.” Popular support for abolition was driven by a recognition that slavery gave
exploiters so much power that it would reduce not only slaves’ economic agency, but also that of other
workers.

Slaves become, as Monti Datta and Kevin Bales have memorably put it, the “unwilling agents of economic
stagnation”” Nowhere has this been made more clear than in the United States, where slavery was
intertwined with economic development in complex ways.” For a period in the 1970s, some economists
argued that the economic development of the American South was due to the system of slavery being
more productive than the use of free labour in the North.” That view has now been fairly systematically
debunked. What gains there were in productivity in slavery-based enterprises appear to have come from
other innovations, in management (specifically the introduction of Taylorian and Fordist divisions of
labour), technology (seed crop innovation) and financialization.” Instead, it is now clear that slavery was
in fact a major impediment to overall economic development across the South.”

Slavery clearly played a major and important role in capital transfer and formation in Western Europe,
and thus in its industrialization - an idea first systematically explored in his doctoral dissertation by
Eric Williams, subsequently Prime Minister of Trinidad and Tobago.

** But that was not the whole story.”




Slavery @as a major source of capital transfer to and capital formation in Western Europe, but the
rents from that trade were frequently captured by small elites.” If the correlation between slavery and
economic development during the colonial and imperial era were clear and simple, Portugal, which had
the largest economic dependence (as a portion of its source of revenue) on the slave trade, would have
been the biggest winner from the trans-Atlantic trade. Similarly, the Netherlands’ spectacular growth
prior to the institutionalization of the trade, and British growth after its abolition, cannot be explained
by slavery.

Instead, Daron Acemoglu and others have argued, what determined whether a country captured the
extraordinary productivity gains and overall economic growth that many Western European countries
experienced between 1500 and 1900 was not participation in the slave trade per se, but rather how capital
generated from abroad - from both trade and coercion, often intertwined was harnessed. Countries
with stronger merchant classes tended to fare better, as they secured reforms to political institutions
that fostered innovation and growth,” as well as urbanization and the growth of domestic wage labour
markets.”* Countries that connected metropolitan economies to settler markets - moving from a rentier
or predatory strategy to a more developmental path — saw their economies expand.” To be sure, unfree
labour was frequently a part of that expansion; but slavery itself was not necessarily the sole or even the
key to industrialization and growth. Instead, what mattered was how the profits and rents derived from
overseas trades (including slavery) connected through forward and backward linkages to other value
chains (a topic to which we will return later) — and whether they were used to create a larger population
of economic agents participating in the colonial economy. It was not just slavery, but the connections
to finance, insurance, shipbuilding, infrastructure (ports) and agriculture that generated overall gains,
including in productivity.”

Coercion may create efficiencies in the short term, especially in relatively unskilled labour markets, but
these are usually geographically and temporally limited, and firm-level efficiencies do not translate to
economy-wide productivity gains.”” On the contrary, the evidence suggests that “slavery is objectively
harmful for total economic output and social development”” As World Bank researcher Johannes
Koettl argued, non-consensual exploitation has adverse effects on both equity and efficiency posing
obstacles to development.” Slavery adds less to enslavers than it takes from the enslaved, and, indirectly,
everybody else.* As a result, “wherever and whenever people enslave other people the entire economy
suffers on net, and pretty much to the extent that enslavement occurs”, summarizes Robert E. Wright.
“More enslavement means less output or... less development.”™

2. Slavery creates inter-generational poverty

There is a growing scientific literature on the health impacts of slavery and forced labour, including
the impacts of the entailed physical, sexual and psychological abuse, occupational hazards, disease and
injury, poor working conditions, malnutrition, increased mental illness and addiction and increased
morbidity.” Slavery deprives its victims of education, training and other human capital formation
possibilities, with impacts on economic outcomes that endure for the rest of their lives.” This has
particular impact for girls and women.* And, alas, for children. Victims’ children are frequently separated
from their parents, and there is some evidence that children of forced labourers are at increased risk
of becoming forced labourers. Where enslavement is large scale, this can lead to demographic skewing,
with implications for agricultural production and reproduction rates,” polygyny, gender discrimination
and violence, and incidence of sexually transmitted disease.*

This impactis so great, it turns out, thatit echoes down through subsequent generations. Harvard scholar
Nathan Nunn has calculated that transatlantic slavery accounts today for 72 per cent of income disparity
between African nations and the rest of the world — and 99 per cent of the disparity between these nations
and other developing countries.” Acemoglu and others have found that the historic presence of forced




labour in Colombian districts increases contemporary poverty rates by 13.1 percent.* Another analysis,
relating to Peru, finds that historical forced labour reduces contemporary household consumption by 25
percent and increases the incidence of child stunting by 6 percent.” And in Central and Eastern Europe,
labour coercion under serfdom reduced labour productivity, human capital investment, innovation, and
living standards so much that is a major explanator of the diverging economic performance of Western
and European communities between 1350 and 1864.

3. Slavery institutionalizes inequality

Slavery may be disadvantageous overall, but it is clearly preferred by some employers and exploiters.”
Why? Because slavers privatize profits by reducing others’ economic agency, while socializing the costs
of doing so0.” This deeply unequal system can quickly become institutionalized.

Slavery is the “systemized theft of human labor, and little is more lucrative than robbery, especially when
the thefthas the de facto sanction of legal authorities”” Itis a sort of parasitism,”™ an extractive institution
that enriches exploiters, their financiers and their corrupt patrons, at the expense of both victims and
net social welfare.” As anti-slavery scholar Siddharth Kara has noted of bonded labour contracts in
South Asia, these “labour agreements are highly inefficient for all parties involved, including society at
large — except the exploiter”” Or as Robert E. Wright has summed up in his important overview, The
Poverty of Slavery: “Enslaving others is about profiting the enslaver, be the enslaver an individual, a
corporation, or a government.”

The institution is sustained in part by coercion; in part by the distribution of the benefits of coercive
extraction to consumers (in the form of lower prices on consumer goods); and in part by rentiers’
political power. As Daron Acemoglu and James Robinson have explained, “[e|xtractive institutions
concentrate power in the hands of a few who exploit and deplete resources, with the unfortunate effect
of generating large inequalities and preventing growth.” Where slavery is legal, exploiters use the law
to enforce coercion and prevent workers from selling their labour to others.” Where slavery has been
formally abolished, exploiters instead rely on informal institutions - an array of aspects of contract
law, debt, immigration law and social norms that give them de facto immunity to effectively constrain
workers’ ability to access outside employment. Thus, where slavery is not formally legal, political and
social power become even more important to the maintenance of the institution of slavery. As Daron
Acemoglu and Alexander Wolitzky have argued,

[u]ltimately, the economic logic of forced labour needs to be understood in the context
of the politics of forced labour; forced labour is an extreme form of inequality, the result
of severe power imbalances perpetuated through a specific extractive institution.®

It should be no surprise, then, that the incidence of slavery seems to correlate to the absence of political
and economic freedoms. In an important recent cross-national comparative analysis of the relationship
between modern slavery and different dimensions of globalization, Todd Landman and Sir Bernard
Silverman suggest that it is not integration into the global economy per se that drives modern slavery,
but the nature of that integration. Countries with freer markets and politics are less likely to be the sites
of modern slavery.” Nor should it surprise us that, as Thomas Piketty has recently argued, societies
whose economies rely significantly on slavery have historically been the most vertically unequal, in
formal economic terms.” Thus, in the United States in 1860, two thirds of all those estates worth USD
100,000 or more were in the South; yet the South’s per capita income paled in comparison to the North®
As Stanley Engerman and Kenneth Sokoloff have shown, there can be a close connection between initial
factor endowments, economies of scale from use of slave labour, entrenchment of extreme inequality




in political institutions, and subsequent economic performance.” And as Travis Wiseman has shown,
these institutional effects are enduring: African countries that were involved in the transatlantic
slave trade today show less “economic freedom” — and have lower incomes.” In short: once slavery
is institutionalized, slavers tend to use the profits it generates to entrench their power, perpetuating
inequality and the reductions of some groups’ economic and political agency.

This has important development policy implications. As Juliette Faure argued in a United Nations
University Working Paper in 2015:

the realization that forced labour is a manifestation of exclusion and inequality [has]
significant implications for policymaking. It suggests that it is not sufficient to fight
forced labour as an economic practice alone, but rather policy efforts need to address
forced labour as an extractive political institution.

Ending slavery typically requires a transition away from a politico-economic system based on slave
rents. As we shall see further in Chapters 3 to 8, this often encounters resistance, can generate conflict,”
and may come with a hefty price-tag. Former rentiers must be defeated by some combination of political
power and, if necessary, financial compensation. To end slavery in the British Empire in the 1830s, the
British Government had to buy off the powerful slave-owning ‘West Indies’ lobby. It was just 3,000 or so
in number, but its wealth and presence in the UK Parliament in Westminster gave it outsized influence.
The price it demanded for the abolition of slavery was compensation worth 5 per cent of British GDP at
the time, and around 20 per cent of the British Government’s budget. This was financed by the largest
syndicated loan in history, which was paid off by the British public for 180 years thereafter. Former slaves
were also required to work as unpaid ‘apprentices’ for several years before gaining their full freedom.”

France took a different course: the price of French acknowledgment of the independent sovereignty
of its former slave colony, Haiti, was the imposition of foreign debt on that country worth 300 per cent
of its GDP. Where Britain had passed the costs of compensation onto current and future taxpayers as
well as freed slaves, France’s taxpayers were spared the bill. It was borne by its former colony alone.
Haiti’s interest payments on that debt lasted until World War Two, initially being paid out to former
Haitian slaveowners.” There is little doubt that these payments are a central factor in Haiti’s historical
development challenges.” Russia took a somewhat similar approach: when it abolished serfdom in 1861,
it required former serfs to pay a fee for access to communal lands for 49 years.”” And in its Civil War,
the US ostensibly took another path to solving the problem of manumission - use of force. However,
the collapse of the post-War Reconstruction project arguably undid some of the resulting gains, forcing
freed slaves and their descendants to pay a price for freedom that redounds to this day — and continues
to depress the development of those States and communities most affected by slavery.” We return to the
legacy of African-American slavery in Chapter o.

4. Slavery weakens multiplier effects

The treatment of a victim as though they are owned is a central feature of slavery. To be treated as
though owned by another is to be denied not simply physical freedom, but also agency - political, social,
and economic. Amongst other freedoms they are denied, victims of human trafficking, forced labour
and modern slavery are intentionally denied the freedom to make their own consumption, savings and
investment choices. Some of those who are forced tolabour do receive some wages, and may be permitted
to consume and save, but these options are frequently constrained and controlled by their exploiter - for
example through forcing individuals to buy goods and services at inflated prices from their employer
or a ‘company store’, or by charging mandatory ‘fees’ or extortionate interest rates.” Those enslaved




generally cannot use their (unpaid) wages to improve their nutrition or access healthcare, to invest
in education or household enterprise, or to improve their own welfare as they see fit in other ways.
The result is not only that slaves and their descendants are impoverished,” but also that they cannot
contribute efficiently to economic multiplier effects, or to financial markets.”

It should follow that when slaves are freed, their increased ability to participate in the broader economy
leads to economic growth.” Empirical analysis has shown that this is the case in historical studies
covering situations from the Caribbean to Russia.” One such study, for example, suggests that the
abolition of serfdom increased Russian GDP by 17.7% between 1861 and 1900. 7

5. Slavery discourages innovation in production

Is it any surprise that people who are forced to work are not typically sources of industrial creativity
and innovation? Both economic and anthropological accounts have demonstrated that those who are
enslaved are demotivated to innovate.” Innovation and entrepreneurialism rise as slaves are given
access to wages and the right to save and invest. But the impacts of slavery on economic innovation turn
out to be even more pervasive and pernicious: slavery also reduces the incentive of exploiters to invest in
innovation and entrepreneurship.” It is simply too easy to sit back and enjoy the rents.

The system of slavery in which exploiters participate provides a ready source of rents, captured from
payments to what is, functionally, capital - slave labour. And the rents from slavery are easier to capture
in low-skill production, so there is little incentive to invest in working methods requiring higher-
skilled workforce. As the skill-level required of a production task rises, the agency and bargaining
power of the worker increases. In both the American South and Imperial Russia, addiction to cheap,
coerced labour held back innovation around labour productivity, capital investment and technological
entrepreneurialism. The availability of artificially cheap labour, and the reduced returns from coercion
in high-skill environments led to extensive rather than intensive agriculture, and to economies falling
behind their peers.* As we shall see in Chapter 3, a similar pattern may be discernible in recent years in
the Uzbek cotton industry.

6. Slavery produces a capital market failure

Only in the area of financialization does slave-holding seem to drive innovation. Here it depends on
the ability of slaves to be formally or informally collateralized.” As we explore more in Chapter o,
securitization of mortgages which had slaves and slave labour as their underpinning collateral was a
central component of the economic development of the American south-west during the 1830s - and
produced disastrous results. As former IMF Director Peter Doyle has pointed out, slaves served a role
during that process somewhat analogous to residential houses in the 20" Century, as stores of capital that
served basic wealth-creating and financial multiplier effects.” That might seem to hold little relevance
today since slaves can no longer serve as legal stores of capital or as collateral. While technically true
- it is not legal to hold a slave as a capital asset in your accounts, or to mortgage them, for example -
it is not functionally true. The enslavement of workers continues to underpin the financial valuation
of companies that rely on that slavery in their value chains. To understand why and how, we have to
understand the almost magical process by which enslavement creates capital, or access to income, for
slavers.

Slavery continues today, despite its formal prohibition, because slavery, as a management practice,
is a winning proposition: the costs of enslavement are less than the expected present value of slaves’
future earnings less expenses.” Workers become low-to-zero cost factors for capital formation and
accumulation, through externalization of risk onto the worker or through risk socialization. When the
rent slavers extract is sufficiently lucrative, even dispersed actors - such as the various firms involved in




financing and running global value chains (GVCs), to which we return later in this chapter - may overcome
coordination problems to generate the practice, technologies and norms legitimizing enslavement.*
The vehicle through which exploiters’ extract that value has shifted from property law to contract law -
employment contracts, debt contracts, and marriage contracts.” Sometimes, entry into those contracts
is coerced. Often, however, the contract is undertaken voluntarily, even if only as a result of economic
or structural pressures. Only after the contract has been sealed is force, fraud or coercion introduced.
It may not be used to force entry, but it is frequently used to deny exit. This is why much contemporary
slavery is described as “contract slavery”, “neo-bondage” and debt bondage,* and why some scholars
argue that the focus of research and policy intervention should not be the fact or manner of workers’

incorporation into the global economy, but rather the terms of their participation once incorporated.”

The result is that while enslaved people are no longer able to be treated as an asset on the books, the
revenues (and rents) generated by enslaved people can play a similar financial and functional role. This
is nowhere clearer than in debt bondage, the most prevalent form of modern slavery. In that case, credit
market imperfections prevent people accessing the financial system to smooth their incomes by saving
for bad times, or borrowing when they have a temporary cashflow problem. This leads people to accept
debt repaid through their labour, on terms that effectively prevent them regaining their liberty. In this
situation, victims are not only mortgaging their bodies to generate an income - they are collateralizing
their freedom.*” As Austin Choi-Fitzpatrick’s work on bonded labour in India makes clear, lacking
outside employment opportunities, those in debt bondage trade something they value relatively lowly —
freedom in poverty - for something they value more highly: “enslavement in sustenance”.”

Even without the formal transformation of labour into capital that chattel slavery provides, we today
see entire global value chains spun out of revenues generated by, and capital raised against, workers
who have collateralized their freedom in this way. Financial valuations typically depend on the market’s
expectations of companies’ future revenue streams. Those revenue streams in turn depend on modes
of production that separate capital accumulation at the top of complex, often global, value chains and
networks, from the risky, marginal labour at the bottom of those chains and the outside edge of those
networks (as we explore in more depth below). Numerous studies have shown how the structure of
particular global value chains and production networks incentivize use of coercion to reduce labour
costs at the bottom, through outsize power for lead firms, high levels of subcontracting, and marginality
of lowest-tier producers.”

As Andrew Crane has explained, modern slavery emerges as a liminal management practice whereby
managers exploit effective impunity at the ends and edges of these chains, networks and systems.”
Contemporary slavery is the product of the commercial logic of exploitation,” played out in the
contemporary institutional environment of the global economy: “[M]icroorganization-level capabilities
enable enterprises that deploy slavery to take advantage of the macro-institutional conditions that permit
the practice to flourish in the face of widespread illegality and illegitimacy.”” Despite the dominance
of anti-slavery norms at the supranational level, firms at the margins of global production networks
are able to use local economic, social, cultural and physical power differentials to organize slavery.”
Deliberate underpayment, impoverishment and debt bondage emerge as recurring management
practices by which labour brokers at the bottom of a variety of global supply chains extract marginal
profit. This model is adaptable across a range of industrial and economic sectors, exploiting whatever
vulnerabilities are to hand at the edge of the production network.” As Aidan McQuade has put it, “slavery
occurs to those deliberately or unthinkingly excluded from social and economic development, justice
and rule of law.” Slavery emerges not as a bug in the global economic system, but as a recurring feature

at sites of production, the result of the interaction of local, household and even individual vulnerabilities
with global institutions that shape the circulation of capital, labour and goods.
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What happens to the value that is extracted from these coerced workers’ labour? It is not, typically,
captured by their immediate managers, or indeed returned fully to consumers at the end of the value
chain, though lower commodity prices - such as cheap t-shirts - are clearly one result. Instead, this seed
of value tends to be rolled over, through multiple tiers of mark-ups, capitalization, financial leveraging
and even securitization, to emerge as a rent captured higher up the value chain, often numerous
multiples larger than the original germ: the collateralized labour of the exploited worker.”

Capital markets reward firms that operate on this model, since they seem to have low costs. Yet the truth
is that the social costs of this model are high. Capital markets are simply failing to price this in, in the
same way they have largely failed to price in the true costs of carbon emissions and other environmental
impacts of business. This is a classic market failure, distorting our capital markets.” Enterprises relying
on unlawful forced labour have an unfair advantage on cost over those that do not. Firms that take the
steps required to accurately price the costs of the labour on which they rely, deep in value chains, are
seen as having higher labour costs - and marked down by the market, with their costs of capital rising.
Firms that instead do not seek to price in those true labour costs are rewarded by capital markets. In
effect, capital markets are subsidizing illegality. They do not offer a level playing-field, but rather a tilted
one, that not only tolerates but rewards those firms that rely, at many arms’ length, on illegal labour
practices to gain a competitive advantage. As a result, we are all worse off.

7. Slavery hits the public purse

Slavery hits both the revenue and expenses side of public accounts.

First, it reduces tax revenues, by preventing the State collecting income tax from the wages that enslaved
workers should fairly have been paid, and consumption taxes from their foregone consumption.”° In
2009 the ILO calculated underpaid wages connected to forced labour at around USD 21 billion p.a.*>* More
detailed economic estimates have also begun to emerge at the national level. Several researchers have
looked at the wages foregone by victims of economic impacts of sex trafficking, including in Canada*>
and the US". All of these foregone wages represent foregone taxes.

Second, slavery forces expenditure by the State, whether to enforce slavery or the system that can
underpin it - such as enforcement of tied visa schemes - or to respond to it.* In the UK, Home Office
researchers recently estimated that in 2016-17, each victim of the estimated 10,000 to 13,000 modern
slavery victims in the UK cost the public purse GBP 910 for health services, GBP 1,650 for victim services
and GBP 7,730 in law enforcement costs.'> Even excluding criminal justice system costs and indirect
economic costs — such as foregone taxes — this would make modern slavery the second most expensive
crime to the UK, on a unit cost basis, after homicide.*® Once these unit costs are multiplied by the
number of suspected cases in each category, the researchers concluded that the total costs were GBP
599.5 million for detected victims, and between GBP 3.3 billion and GBP 4.3 billion for all suspected
victims (not only those detected).” As the UK research notes,

The high unit cost also demonstrates the potential benefit from preventing this crime
type and can be used to make the case for more ‘upstream’ preventative activity....
Interventions to prevent modern slavery occurring in the first place are likely to be
particularly cost-beneficial.”*

8. Slavery weakens governance
Slavery is an institution in which one private group - exploiters - use the power of the State, or its
forbearance, to capture rents from labour coerced out of another private group. The victim group is not




only deprived of its economic agency, but also, frequently, excluded from political power or even political
participation. The impacts on governance are profound and long-lasting, with important implications
for how we understand the relationship between efforts to address modern slavery under SDG 8.7 and
efforts to achieve SDG 16, which deals with peace, justice and strong institutions.

Countries in Africa that participated in the transatlantic slave today trade suffer increased social
stratification and violence, most likely because involvement in slavery impeded State formation and
increased ethnic fractionalization.” Slavery degraded the strength of domestic legal institutions and
political entities already in place in Africa."” And throughout the Americas, the institutionalization of
slavery tended to reduce State investment in public goods and institutions, such as roads and schools.™
One study, of Peru, suggests that communities that had been subjected in the past to forced labour had
legacies of low education and high land ownership concentration, leading to low provision of public
goods, poor integration into road networks and higher levels of subsistence agriculture.™

One reason that involvement in slavery may have such long-lasting effects on governance is that it
appears to destroy social capital - trust. Trust is increasingly recognized as a prerequisite for economic
development.” In Africa, one study found that individuals’ trust in their relatives, neighbours, co-
ethnics, and local government were all lower if their ancestors were heavily affected by the slave trade.
This seems to be because slavery so corrodes other institutions and governance that it generates new
social norms, beliefs and values based on mistrust, which are transmitted inter-generationally.™ Perhaps
unsurprisingly, past involvement in large-scale slave trade also seems to correlate to involvement in
contemporary conflict.”

Seeing slavery through a governance lens has important implications for the anti-slavery agenda.
Markevich and Zhuravskaya found that the economic outcomes of the abolition of serfdom in Russia
depended significantly on the local institutional context."® Studies of the economic performance
of Caribbean islands after the abolition of slavery in the mid-nineteenth century similarly point to
differing policies on access to land and to labour market policies as key determinants of outcomes."
This suggests that to succeed, development interventions intended to reduce slavery should focus not
only on reforming employment relationships - i.e. SDG 8, Decent Work - but also on strengthening
the broader institutional context in which these reforms are occurring - i.e. SDG 16, Peace, Justice and
Strong Institutions.

This also has significant implications for how we think about development interventions aiming to
reduce slavery. Should the State be the delivery vehicle for such interventions, where State power and
State officials are implicated in the system of slavery? In cases where slavery has become a feature of
government policy — as we explore in several of the Chapters in Part Two - it may be necessary to look
for other approaches, either to influence that policy, or to circumvent it.

0. Slavery fuels corruption and illicit financial flows

Slavery is a form of illicit wealth transfer, from the victim to the exploiter. Because it is illegal, it is often
closely linked to corruption.” Corruption is both a means by which illegal movement and exploitation of
people is organized,™ and a part of what Andrew Crane calls slavers’ “domain maintenance strategy
their method for ensuring their autonomy from the State or other anti-slavery forces. Corruption is, in
that sense, a strategic tool, which works to enlarge the sphere of slavers’ normative influence by making
corrupted officials complicit in the system of slavery.” This is why bribery is a significant factor in
trafficking organizations’ overhead costs."™
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Where there is systemic corruption, there are often illicit financial flows. As UNODC’s Fabrizio Sarrica
has pointed out, the proceeds of slavery may constitute illicit transnational financial flows wherever the




value from exploitation is captured in a jurisdiction that is different from the source of the labour.” For
example, where migrant workers have been illegally exploited, underpaid and kept in debt bondage, the
profits accrued by their exploiters are, in effect, stolen remittances that would otherwise have been sent
back to the host country to fuel economic development.™

The financial sector has recently begun to pay increased attention to these connections between modern
slavery and proceeds of crime, especially as anti-money laundering regulators’ awareness grows.” In
the US, Western Union reached a USD 60 million settlement in 2018 arising out of allegations of money-
laundering relating to human trafficking.” In Australia, attention has been heightened by the impending
levelling of the largest-ever AML fine in Australian history - likely around USD 600-700 million - against
one of the major banks, after it was discovered to have failed to prevent AML violations relating to child
sexual exploitation in the Philippines.

Yet development actors have not yet focused in any meaningful way on how modern slavery connects
to the burgeoning practice around illicit financial flows and stolen asset recovery. Migrant worker host
countries that fail to prevent such exploitation and theft, or to remedy it, may be enabling illicit transfers
of value from the sending country to their own economy. This points to an intersection of the modern
slavery agenda with discussions on illicit financial flows that has not yet been adequately explored in
empirical or policy terms. We return to this in Chapter 10.

10. Slavery harms the environment
The last way in which modern slavery impacts development is through environmental well-being. The
relationship between environmental harm and modern slavery runs in both directions."”

First, environmental change can create conditions conducive to modern slavery. Climate change and
its impacts on rural production increase labour exploitation,” as well as the risky migration practices
often connected to human trafficking.” Water stress may increase the vulnerability to forced labour of
some agrarian smallholders.”” Climate shocks seem to raise the risks of child labour in some contexts.
And as we explore further in Chapter 6, declining fish stocks generate economic pressures on fishers,
which may be encouraging cost reductions through use of forced labour.”™
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Second, slavery can in turn harm the environment.” In agriculture, slavery skews production
towards extensive rather than intensive agriculture, and disincentivizes innovation in environmental
management.”™ As we explore further in Chapter 3, illegal deforestation in Brazil is closely tied to slavery-
like practices in the cattle, soy, sugarcane and charcoal industries. As well as reducing space for carbon
sequestration, the charcoal camps and cattle ranches that make use of slave labour increase greenhouse
gas and pollutant emissions.” The palm oil industry, which we look at in Chapter s, is also connected to
both deforestation and forced labour. One estimate suggests half of all illegal deforestation globally may
be tied to slavery, forced labour or debt bondage.” In 2016, Kevin Bales estimated that this may generate
2.54 billion tons of COz each year - following only China and the US in terms of ageregate emissions.” In
Chapter 4 we look at the turn away from systematic forced labour in the Uzbek cotton industry, arguing
that this was partly a result of declining yields brought on by unsustainable agricultural practices in the
industry, entwined with the forced labour system. In the fisheries and aquaculture sector, which we
consider in Chapter 6, illegal fishing powered by forced labour increases fish stock decline and may be
contributing to ecosystem decline in South East Asia, including illegal deforestation of the Bangladeshi
Sundarbans Reserve Forest.” And in the area of construction, which we consider in Chapter 8, brick
kilns, in which forced labour and debt bondage are often rife, contribute significantly to environmental
degradation, primarily through localized air pollution, black carbon and greenhouse gas emissions, and
deforestation.”™




These emerging insights suggest a strong need to consider how development interventions can promote
outcomes that both reduce modern slavery and reduce environmental harm. Agricultural development
interventions, for example, could be assessed to determine the risks of promoting exploitative labour
practices. And infrastructure development initiatives could be assessed to determine whether they
are likely to drive, directly or indirectly, a rise in informal brick production.”’ More broadly, there
is a need to recognize that environmental risks and modern slavery risks are both intertwined, and
both connected to unsustainable production and consumption practices, addressed in SDG 12."* Both
environmental harm and the harms arising from modern slavery are externalities that our current
economic development models fail effectively to factor in.

Rethinking global value chains and the role of the
State

The picture of slavery that emerges in the previous section reveals it as an extractive system with both
political and economic contours. In a globalized world, those contours have both local and transnational
dimensions. The informal and social norms that render people vulnerable to exploitation are often local
and embedded in specific cultural practices, including those relating to caste, gender, race and class. But
exploitation is also a result of the interaction of these vulnerabilities with transnational and global trade,
and the global circulation of capital. It is certainly the case, as a recent study by the OECD, ILO and IOM
suggests, that much slavery occurs within purely domestic industry, such as subsistence agriculture,
domestic work and construction.** Yet the dynamics of these industries are often shaped by the shape
and operation of foreign markets, the penetration of foreign capital and ideas (on consumption, gender
roles, or business management practices), the willingness or forbearance of the state to enforce global
norms - and the engagement, or otherwise, of the global development sector.

The previous section points to the key role that States play as gatekeepers between external forces, outside
the State, and people inside State borders. In particular, States shape the institutional environment in
which cross-border trade, labour and capital movements take place, and the rules by which employers
interact with workers. They have a key role to play in ensuring these interactions respect international
norms relating to modern slavery. In some cases, States and State officials choose to abdicate that
responsibility, and instead use their position and power to participate in stealing people’s economic
agency and turning it into rents for private or factional gain.

All of this raises important questions about how we understand the role of development interventions
in shaping these interactions — between people, the States that actually govern and notionally represent
them, and global economic forces. One set of questions relates to where development interventions
should occur: at the local level? At the level of the State, which may be wittingly or unwittingly complicit
in creating conditions conducive to modern slavery? At the level of the regulation of global capital
flows, market competition, trade regimes and labour migration? At some intermediary level? Or in
some combination? And a second set of questions arise around development pathways. Do development
interventions that encourage States to incorporate local workforces and industries into global economic
circuits serve to reduce modern slavery? Or is there a risk that, in some circumstances, they may facilitate
modern slavery? And if so, what are the implications for how we think about the relationship between
contemporary slavery and contemporary development practice?

These are the questions we grapple with in this section. We first consider whether and how a development
model predicated on encouraging low-skill, low-wage labour forces to incorporate into global value
chains promotes modern slavery. Drawing on that analysis, second, we reflect on how we may need to
reconsider the developmental role of the State.




Do global value chains promote modern slavery?

THE SUPPLY-LINES OF A GLOBAL ECONOMY

Value chains are the sequence of productive (i.e. value added) activities leading to and supporting end
use.”” Over the last several decades, significant reductions in transport and communications costs and
barriers to FDI have led to the vertical fragmentation and geographic dispersal of these value chains, to
the point that they have become globalized - and hence are referred to as ‘global value chains’ (GVCs)."*
By 2013, between 50 and 8o per cent of world trade and 20 per cent of global employment was directly
tied to these GVCs." Although described as linear ‘chains’, they often manifest more as networks, and so
GVCs are closely related to what some academics call global production networks (GPNs)."*

GVCs are, in a sense, the sinews of a truly globalized market - the supply-lines of a global economy. They
represent a shift from goods (and increasingly services) being ‘made in’ one country, to being ‘made in
the world’"" Put another way, they represent a shift from trade in finished goods to trade in intermediate
tasks.” They are the result of many developing countries’ successful industrialization, accompanied by
State policies promoting increased international capital mobility. The resulting business environment
has enabled producers to reduce costs and streamline production through outsourcing and off-shoring
labour-intensive, lower value-add operations. This has meant unbundling innovation, design and
development, at one end of the value chain, from production tasks in the middle of the chain, and then
again from distribution and marketing at the other end of the value chain. Neither the initial innovation,
design and development, nor the terminal distribution and marketing tasks have been off-shored to
the same extent as production. Neither the skills required for product design nor the local knowledge
required for effective marketing lend themselves to off-shoring.”’ The unbundling of value-creation
has led to a corresponding shift in industrial organization, from multinational enterprises (in which
transnational value chains were kept in-house), to ‘global network flagship’ or ‘lead’ firms that integrate
dispersed supply, knowledge and customer bases into global production networks, platforms and
economic ecosystems — GVCs.”

One driver of this shift has been the rise of household income and consumption in emerging markets,
especially in Asia. The largest export market for iPhones from their manufacturing point in China, for
example, is South Korea. Indeed, there is significant regionalization within GVCs. Butvalue-add in these
GVCs is often captured elsewhere. For the iPhone value chain, for example, the largest share of the value
add from the value chain is captured not in China or South Korea but by a US company, Apple.




FIGURE 19: DISTRIBUTION OF VALUE IN THE IPHONE VALUE CHAIN, 2010
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Competitive dynamics and hyper-specialization have also played a part in the rise of GVCs, which are
typically characterized by a small number of lead firms supplied by a large number of highly competitive
suppliers. GVCs provide these flagship orlead firms access to specialized suppliers at low cost, excelling
in quick and flexible response to flagship firms’ requirements. Comparative advantage is now determined
with reference to intermediate goods and services, and not only final products and services.” One result
has been a concentration of market power at the point of distribution and marketing, with a small
number of lead firms enjoying oligopsony power. Another result is that the geography of GVCs is highly
responsive to labour costs, because specialized producers in the middle of the value chain compete on
cost. Access to a large pool of low-wage labour is one of the best predictors of a country’s place in GVCs
— it puts them in the middle.”

Itis important to recognize thatincorporation into a GVC can be a powerful motor for poverty eradication
in countries with large pools of low-skill labour. This has been demonstrated in many countries in
recent years, for example in export-led booms in the garments and apparel industries in Bangladesh
and Vietnam, after they were given preferential market access by the EU and US respectively. The World
Bank’s World Development Report 2020 (WDR 2020°) suggests that the net impact of GVCs is positive:
incorporation into GVCs reduces poverty, increases formal employment and creates jobs for women.”

Yetas the collapse in demand for apparel production from those countries during the COVID-19lockdown
has made clear, along with that growth and development comes precarity. Suppliers at the lowest tiers
of manufacturing and production compete on cost, speed and flexibility of delivery. They frequently
serve as ‘price breakers’ and ‘capacity buffers’. This is code. These producers - often informal, artisanal
and home-based in nature - have very limited bargaining power. They have little security of income, are
often unorganized, and are highly vulnerable to coercion and abuse. They are price-takers, including on
the price of labour. Since there are many firms competing to supply to the few lead firms, competition

Source: Kraemer et al. 2011.




is often undertaken on that terrain: labour costs. Lead firms squeeze their middlemen suppliers “by
shifting every imaginable cost, risk, and penalty onto their books”” Those suppliers and managers
in turn respond by pushing costs down onto, and extracting value from, workers - including through
forced labour. As an important study from the OECD, ILO, IOM and UNICEF recently acknowledged, “in
the absence of strong law enforcement, the socio-economic vulnerability of individuals and workers,
along with economic and commercial pressures facing suppliers within global supply chains, can in
combination lead to abuses”.”

OECD, ILO, IOM and UNICEF indicate that a variety of economic and commercial pressures within GVCs
can incentivize suppliers to use forced labour, including: short term supplier relationships and a rise
in outsourcing; downward wage pressures; volatility in order volumes, timing and specifications; late
payments and lack of access to supply chain financing; labour subcontracting; and production quotas.”
Suppliers need access to a flexible workforce. In plainlanguage, this means thatrisk is habitually displaced
onto bottom-level producers and suppliers, who have to deal with rapid changes in order specifications
and turn-around times. Risk is displaced, ultimately, onto workers, who are forced to deal with highly
flexible working conditions, and to compete for low-wage jobs - even by paying to secure them. Poor and
vulnerable workers, explains political economist Nicola Phillips, are in these circumstances “obliged to
prioritize the short-term goals of survival, which renders them vulnerable to insecure and exploitative
conditions of work, including forced labour”. This forces them to trade off their own long-term growth
and human development in favour of short-term survival. And this creates a circular dynamic: “poverty
generates a range of vulnerabilities among workers, which facilitate their exploitation, including in the
form of forced labour; their exploitation in turn serves as the key mechanism of impoverishment.”” In
some contexts it is thus a short hop from ‘flexibility’ to ‘disposability”™ - that is to contractors treating
people as if they are owned and can be thrown away. It is that condition that led Kevin Bales to famously
characterize modern slavery as being treated like “disposable people”.”

As we explore further in Chapters 3 to 8, the propensity of specific GVCs to operate in this way - that
is, to not just contribute to but sometimes also exacerbate modern slavery risks — seems to depend on
a range of factors, including industry structure, skills-intensiveness and the conditions of production.
The variation of supply chain arrangements - and the variability of vulnerabilities of the workers within
them - means the managerial challenge to eradicate modern slavery from supply chains also varies
strongly between them, and even at different locations within the same GVC." Pressures on labour
seem to be especially great in industries characterized by GVCs in which a few major upper-tier firms
are fed by a highly competitive market of lower-tier suppliers in weakly regulated jurisdictions. These
asymmetrical market conditions allow upper-tier firms—big global buyers like the major supermarket
or garment retail chains—to displace production and market condition risks down the value chain, and
capture profits (and rents) at the top.”” The skills-intensiveness of production in the GVC also seems
to be a factor in modern slavery risk. Higher-skilled workers generally have greater bargaining power,
both due to their relative scarcity and due to their greater ability to impact productivity if dissatisfied.”
Working conditions during production also seem relevant: conditions of physical, cultural and social
isolation, for example, increase the opportunities for exploitation. Lead firms tend to focus on their
primary tier of larger, strategic, suppliers, whereas much modern slavery risk arises much further
upstream in the supply chain, often at the edge where informal labour markets and formal production
interact. This is the case, for example, in artisanal extraction and manufacturing, at the interface
between small-holder agriculture and more formal purchasing and distribution networks, and where
informal labour brokers supply workers into construction sites or domestic service.”” We return to these
patterns in the case studies in Chapters 3 to 8.




WHAT IS THERE TO SMILE ABOUT?

Asthe WDR 2020 explores in detail, incorporation into GVCs puts a country on a particular developmental
trajectory. When a government adopts policies that incorporate the local workforce into GVCs it can offer
a powerful boost to economic growth, increase formal employment, and create jobs for women." But
there is also growing concern that it can sometimes create a two-speed economy, entrench inequality,
and even, in some cases, foster modern slavery.

Concerns are greatest for those groups whose incorporation into GVCs is most ‘adverse’, as political
economists put it.” As Nicola Phillips explains, the conditions under which many low-wage workers
participate in GVC-oriented production are “characterized by pronounced precarity, a lack of basic
protections and high levels of exploitation and abuse, with few possibilities for accumulation or longer-
term socio-economic security.”® The competition for demand from GVCs pits workers — and even
States and local authorities, as agents of local workforces intermediating their exposure to global
markets - against each other. It encourages competition on labour cost, and may lead to production
moving to wherever those costs are lowest and labour markets are most ‘flexible’ - as we see particularly
in Chapter 7 on garments and apparel. The danger here is that ‘flexibility’ is also code for tolerance, or
even promotion, of illegal labour practices.”

The result is that the economic unbundling logic of GVCs seems to be accompanied by a kind of
unintended social unbundling, in both ‘developing’ and ‘developed’ economies. Even within a single
country, higher-skill workers and communities are drawn into the higher value-add sections of the
supply chain, while lower-skill, and less powerful, workers and communities find themselves under
growing downward wage and labour cost pressures. Whatever the sector, those with education and skills
attract growing wage premiums, while lower-skill workers risk getting left behind, especially as their jobs
are offshored to lower-wage labour markets and, increasingly, robots. Women “are generally employed
in lower-value-added segments” of the GVC, “and women owners and managers are largely missing”.
Concentrated in urban agglomerations and in border regions of countries neighbouring GVC partners,
GVCs also unbundle countries’ economic geography. They draw city-dwellers, living where capital is
located and accumulated, closer to each other, and unbundle them from their rural co-nationals.””
fact, the unbundling effect seems to apply not justto global chains supplying goods, but also transnational
“labour supply chains”'® Even in high income countries, migrant workers are especially vulnerable to
downward wage pressures and labour exploitation.™ Recent reports of forced labour in Leicester in the
apparel supply chain of British brand boohoo provide one high-profile example (which we explore in
more depth in Chapter 7),” while the treatment of migrant workers in Gulf countries provide another
(which we explore in Chapter 8).

In

The result is a distinct pattern of wealth creation and value-capture, sometimes called ‘smile curve

economics’™ (See Figure 20 below.) Value-capture is high at the beginning of the production process,

where the good or service is innovated, designed and developed, and where product strategy is controlled.
Value-capture dips in the middle, where the good or service is produced or manufactured. Then it rises
again near the end, where sales, marketing and after-sales occur.” Typically, lead or flagship firms
control the two ends of this process — and outsource everything in the middle.




FIGURE 20: THE SMILE CURVE
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VALUE CHAIN DISAGGREGATION

This pattern represents a significant change in how risk and reward are organized in the global
economy, and consequently of commercial organization. It represents a shift from intra-firm cross-
border trade by multinational enterprises, during the period of export-led industrialization, to lead
firm subcontracting during the GVC period. To use a notion introduced by Harvard political economist
John Ruggie, it represents a system that has ‘disembedded’ commercial capital from the communities
that participate in generating the value-add that commercial capital captures.™ This system allows risk
to be externalized, off lead firms’ books and balance sheets, onto workers and communities that have
been physically, legally and socially distanced from lead firms, investors and consumers. And because
risk has been externalized, the costs of capital fall and returns rise. The shift to GVCs thus seems tied
up with the financialization of the global economy that Thomas Piketty has convincingly tied to rising
global inequality.”

GVCs are the structural manifestation of a significant shift in power that has emerged as a result of
globalization.”™ It is not so much a shift in the balance of power between States, as a shift in power
within and across States. And the resulting structures seem to mimic those in which slavery flourishes:
a limited number of labour-purchasers using their concentrated buying power to steadily control the
economic agency of those at the bottom. Technology has been one driver of this, but not the sole one;
States’ policy choices have also been central. Yet GVCs represent a significant and important change in
the relationship between domestic economies and global markets. If states are now coming to terms
with the unintended consequences of this approach - including the ways in which it may sometimes
serve to reproduce the risks of modern slavery, with all the negative impacts on development identified
in the previous section - then it is to States, and their role in shaping development, that we should turn
for solutions.

Source: Mudambi 2008.




BRINGING THE STATE BACK IN'™

GVCs are notnatural, but created by humans. They arise from market dynamics, certainly, and changes in
underlying cost and incentive structures deriving from the introduction of new technologies (especially
around digital communications, shipping and infrastructure). But markets are designed and maintained
by states. GVCs are, in that sense, the products of states’ choices - about tariffs and trade, about taxation
of value-capture, about competition policy, about investment - and about development policy."™

As Frederick Mayer and Nicola Phillips have argued:

[TThe essential characteristic of a GVC is a fragmented production process in which,
typically, some or all of the stages of production are outsourced by lead firms to
geographically dispersed suppliers and sub-suppliers. GVCs, therefore, require
low barriers to trade, secure property rights, including investment and intellectual
property protections, and tolerance for concentrations of market power. This is
precisely the environment that states have created.™

States are, in that sense, the “architects of the GVC world.®° Phillips further argues that this system
reproduces inequality,”™ and is premised on corporate strategies that “harness significant global
asymmetries of market power in the interests of generating and capturing profit”.®> That power is itself
a product of the unequal, oligopsonistic structures that States have fostered: “Inequality is not a ‘bug’ in
the system of the GVC world, but rather an intrinsic feature of it”, she claims, because

these market asymmetries require a structure in which lead firms occupy oligopolistic
positions - that is, positions of market dominance occupied by a small number of very
large firms. In the lower tiers of production, it rests on creating densely populated
and intensely competitive markets ... Such market structures enable lead firms to
transmit intense commercial pressures on conditions of price and supply along the
length of their supply chains. They maximise the process of value capture by varying
these conditions to their commercial advantage.’$3

GVCs are thus not just the sinews of a globalized market, as we suggested earlier. They trace the contours
of power in a globalized economy. They are the result of collective political choices, by States and by
other development actors such as the MDBs and IFIs, about how we should organize our economies
and societies, about how value should be created and wealth distributed. Mayer and Phillips argue
that the current approach shrinks social protection, scales back worker protections in the name of
competitiveness and reduces corporate tax in the name of an improved “business climate” ¥+ Even if one
disagrees with that conclusion, their argument is important because it exposes the extent to which our
willingness not only to embrace the positive impacts of GVCs - especially economic growth, increased
incomes and female job growth - but also to tolerate these negative characteristics of GVCs - the low-
skill, labour-intensive nature of the jobs created, their restructuring of socio-economic geography,
as well as their tendency to subject workers to precarity and create conditions facilitating labour
exploitation - is a political choice.

In Part Three of the study, we consider whether a different regulatory and policy mix might be compatible
with GVC-based development while putting it on a more sustainable footing. For now, however, it suffices
to point out three implications of this analysis for the global development sector.




The first is that slavery is not simply an extractive economic system, but, as we saw in the earlier part
of this chapter, a political system. To address it, we must think politically. Understanding slavery in
these terms helps makes sense of the powerful, long-standing narrative that slavery can be a driver of
development, rather than a drag on it. That is a narrative offered by those with political and economic
power. It takes hold when those who benefit from slavery control the narrative, shape our account of
how the economy works and, literally, control national accounts. It is an account that externalizes the
costs of slavery onto future generations and out-groups. That narrative takes hold where those that
benefit from exploitation - especially the rentier exploiter class - manage to elide their interests with
those of the nation, and write the costs on the enslaved and the broader economy out of the account.

As we see in several of the case studies in Chapters 3 to 8, where slavery is State policy — or the policy
of a rentier elite that has captured the State - the privatization of slavery rents may even be dressed up
as national development. Slavery’s costs are sloughed onto others - other States, colonies, or othered
groups within the State’s territory (such as excluded castes or ‘extremist’ minorities). This is why colonial
powers relied for solong on coerced labour - slavery, indentured servitude, and the corvée. Forced labour
was a central - and often literally unaccounted - form of income for colonial states.” These countries’
‘national’ growth was powered in part by capital formed out of coerced labour, representing a parasitic
transfer of wealth from the colonies to the colonial states. And this is why, as the Irish economist John
Elliott Cairnes recognized as early as 1862, “[t|he [apparent| economic success of slavery” in boosting the
fortunes of communities that rely on it “is perfectly consistent with the supposition that it is [in fact]
prejudicial to the material well-being of the country where it is established”.s

What this makes clear is that an excessive focus on national growth and national accounts can just as
easily mistake slavery-primed GDP growth for ‘development’ as it can mistake carbon-primed GDP
growth for ‘development’. In both cases, that growth is something of a chimera, an accounting sleight of
hand, made possible only by excluding from our account the harms done to entities ruled to be outside
our narrative frame - whether slaves or the environment.Only when a more global and long-term
framing is adopted do the true social costs of such a parasitic or extractive economy come into focus.’’
If our aim is not simply economic growth, but sustainable development, we must factor those broader
and longer-term costs in. We must account for the social costs of modern slavery.

Second, the alternative account offered here of how States have, in promoting GVCs, created a system that
may in some cases foster modern slavery points us to the nature of the transformation in development
thinking that is needed. It is a question of building a sufficiently broad and powerful coalition to
generate system change. We must, first, frame the medium to long-term benefits of transformation for
all as being worth the short-term costs to some. And we must, second, assemble a coalition of actors
with sufficient power to sustain those costs and generate systems change. In the case of child labour,
the global community has quantified exactly how long it takes for a government’s up-front investments
in transformation (including in education, cash transfers and other policy interventions) to bear fruit:
around 16 to 18 years."® Notably, no such analysis or framing is available in relation to forced labour,
modern slavery and human trafficking. So we cannot say just what are the costs to be incurred.

What we can recognize, however, is that for systemic change to take hold, it must occur at multiple
levels. Development interventions seeking to reduce modern slavery may need to take aim not just
at vulnerabilities occurring at the household or community level, or indeed the national conditions —
such as weak enforcement capacity - that are conducive to exploitation, but also operate at the level of
the global governance of the GVC itself. No individual State can alone escape the commercial logic of
GVCs that we have embedded in the global trade, investment, property and tax regimes we have built.
Development interventions may need to address the regulatory structures - the rules on FDI, labour
migration, trade, and corporate tax law - that are “endogenous to the formation and governance of some
GVCs”® Interventions may need to promote responsible business conduct not just by responsibilizing




the firms involved, but by addressing the incentive structures and international market rules to which
their strategies respond.

Third, and finally, this analysis highlights just how central will be the role of the State in re-shaping this
institutional context. States may not be able to remake GVCs alone, but their involvement is a necessary
precondition to addressing the characteristics of the GVC system that seem to promote inequality and
even, in some cases, foster modern slavery. Fighting modern slavery through development interventions
requires going beyond safeguarding against forced labour and trafficking risks during the delivery of
development interventions. It requires thinking about how States’ development and economic policy
choices increase or reduce their people’s exposure to modern slavery risks. It requires thinking about
the developmental role of the State in protecting and maximizing people’s economic agency.

Is it the state’s role to beggar not only its neighbours, but its citizens’ children and grandchildren, by
wishing away the social costs of slavery (or carbon emissions, for that matter)? Stealing someone’s
economic agency by enslaving them may create windfall profits for exploiters in the here and now. And
that may engender a strong and enduring allegiance between the in-group, an in-group that may be
defined and aligned with a national State - as is clear from the continued appeal of the Confederacy, in
the America. But such a growth strategy comes at the expense of the out-group - the enslaved, other
nations, even our own descendants. And, as the analysis earlier in the chapter indicates, it arguably
leaves us all worse off in the long-run. So a development discourse that pretends that slavery can fuel
economic growth is not only not a ‘sustainable’ development discourse, but also a narrowly nationalist
and parochial one, that fails to offer a convincing account of the role of States in a globalized world.”

GVCs can be a powerful force for economic development, knowledge transfer and local capability
development. But they can alsoleave people behind. Avoiding the ‘two-speed economy’ outcome depends
on states adopting the right policy mix, and creating the right institutional environment, to ensure
the empowerment and human development of all people.” How can we assess whether a country’s
development pathway is likely to produce such a slavery-reducing outcome or whether, instead, it is
likely to increase modern slavery risks? Such an assessment will require an analytical framework that
allows us to understand the relationship between development interventions operating at multiple
levels - individual, household, community, national and supply chain — and through a variety of causal
vectors — impacting the regulatory and governance environment, addressing the characteristics and
capabilities of victims, and seeking to disrupt slavers and exploitative suppliers. It is to the provision of
such a framework that we now turn.

Developing Freedom: a systems-based approach
to fighting modern slavery

As we saw earlier in this chapter, the research literature makes clear that slavery is an extractive
institution. Institutions are, as Samuel Huntington famously described “stable, valued, recurring
patterns of behavior”** As Geoffrey M. Hodgson has clarified, however, the behaviour in question is
not unilateral, but rather social; and the valuing of stable patterns in that social behaviour is also of a
particular kind - it is normative. Institutions thus emerge as “integrated systems of rules that structure
social interactions”"” If we recognize that modern slavery emerges out of the interaction of many such
institutions, then we are recognizing that modern slavery itself is as a system, or a set of systems that
emerge in different times and places in different ways. What these systems share is that they all involve
one exploiter using rules, norms or institutions to treat another person as if they owned them or aspects
of their agency, and, in so doing coercively extract value from the control and intentional denial of
that person’s agency. It is not ‘ownership’ as a matter of property law that matters; it is the control of
agency.™




Understanding modern slavery from this ‘systems thinking’ perspective opens up a new analytical
framework for understanding how a range of governmental interventions - including development
interventions — might address it. This approach highlights that there are no singular ‘root causes’ of
modern slavery, but rather that it arises as an equilibrium pattern in the dynamic interaction of three
components - the environment, the victim, and the exploiter.” In this section, we first present an
analytical framework for understanding modern slavery in these terms, then go on to show how this can
help us think about the different strategies involved in different anti-slavery interventions. This analysis
is schematically represented in Figure 21 below.

After Sen: the ‘Developing Freedom’ framework

Drawing on epidemiological models and systems thinking, we can understand modern slavery as systems
that emerge out of the interaction of three components: the institutional environment; vulnerable
people; and exploiter strategies. We call this system-oriented framework for analyzing modern slavery
‘Developing Freedom’ because it has, as its objective, the identification of the factors that work to restrict
enslaved people’s freedom - and thus the identification of the types of interventions that will allow
that freedom to be developed. It is a framework intended to help development actors understand what
interventions will help to protect, restore and maximize the economic agency of those who have been
deprived of it.”* And in freeing these people from slavery, the aim is also to free countries from the ten
ways that slavery creates a drag on development.

FIGURE 21: THE DEVELOPING FREEDOM FRAMEWORK -
MODERN SLAVERY AS A SYSTEM
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Our approach is grounded in the theory of human development pioneered in Amartya Sen’s seminal
Development as Freedom. Sen’s concept of human development argues that the objective of development
should be the enlargement of people’s ‘capabilities’ — what they are able to do and be. For Sen, poverty
is not just about deprivation of income or wealth, but more broadly about capability deprivation.
Development is thus not just about increasing wealth and income, but about increasing peoples’
capabilities, their freedom to live the lives they value and have reason to value.”” This deliberately
contrasts with an approach focused on happiness or desire-fulfilment, on income, or on consumption
or needs.”® As the UN Development Programme explained in the 2000 Human Development Report,

Human Development is a development paradigm that is about much more than the
rise or fall of national incomes. It is about creating an environment in which people
can develop their full potential and lead productive, creative lives in accord with their
needs and interests. People are the real wealth of nations. Development is thus about
expanding the choices people have to lead lives that they value.

By enlarging peoples’ capabilities, we give them greater choice how to live and how to be. We are
enlarging their freedom.”™ Sustainable development thus emerges not just as a question of meeting
the “needs” of the present without compromising the ability of future generations to meet their own
needs - as it was famously framed by the 1987 Brundtland Report,” but, as Sen himself has explicitly
stated, “development that prompts the capabilities of present people without compromising capabilities
of future generations” (emphases added).” It is a question of aiming at the achievement of the greatest
possible level of freedom without restricting the access of future generations to these same freedoms,™”
or, indeed, one might point out, the freedoms of others already alive today.

Yet, as the former IMF Director Peter Doyle has recently pointed out, the human development approach
tends to assume that even if people’s capabilities are limited, they are at least endowed with the most
fundamental attribute assumed by economic theory: economic agency. Yet slavery denies people that
agency.” They cannot make decisions for themselves and this, as we saw earlier in this chapter, creates
ripple effects throughout the economy: reduced productivity, inefficiency, inequality, institutional
weakness, even environmental harms. So a ‘human development’ perspective on modern slavery cannot
simply aim at enlarging freedom through developing capabilities. It must go beyond that and protect the
basis of such capability-development: economic agency.””

The fact that the anti-slavery community has not previously connected with or tapped into the rich vein
of scholarship and practice on human development in any significant way is indicative of just how far
apart the anti-slavery and development epistemic communities are. Tapping into that scholarship makes
clear that the objectives of anti-slavery efforts - to achieve the sustained freedom of those enslaved and
preventtheloss of freedom of those vulnerable to slavery - are very clearly and squarely central objectives
of the global development community. Conversely, it begs the question: how can development actors be
serious about human development and enlarging freedom if they continue to ignore the more than 40
million people the ILO estimates to be enslaved around the world? The ‘Developing Freedom’ model
seeks to address this significant lacuna, by encouraging interventions transforming the environmental
factors that may be conducive to exploitation; disrupting exploiters’ strategies for exploitation; and
directly empowering people.

First, the environment provides the exogenous rules that structure social interaction between the
victim and the exploiter. As we have seen, some social, physical and regulatory environments are
more conducive to certain forms of exploitation than others. Changes in the physical environment,
such as climate change, natural disaster or the onset of an epidemic or pandemic can, by altering




the institutional setting, precipitate new opportunities for exploitation. Different environments are
formally and informally governed by a diverse array of rules, ranging from formal anti-slavery norms
to debt, employment and marriage contracts, for example, or the market rules that structure supplier-
producer relations, as well as rules around mobility. Informal rules - such as cultural norms defining
caste behaviour or gender-differentiated treatment - are also often crucially important in defining
expectations of labour (im)mobility, economic opportunity, dependency and social obligation.” As
Ethan Nadelmann has pointed out, “slavery can only persist where nonlegal social norms supporting
slavery are strong, where the State is sufficiently disinterested in eradicating slavery that it ignores the
efforts of slave owners to retain their slaves, or where slaves acquiesce, in one way or another, to their
enslavement”.”” These norms and institutions serve as the organizing principle that means some have
economic agency, while others do not; some make the decisions, while others have decisions made for
them.8

This brings us to the second, ‘victim’ component. Even where an environmentis conducive to exploitation,
different potential victims exhibit different levels of vulnerability to exploitation, depending on their
characteristics, capabilities and indeed their choices. In this framework, the question is how those traits
affect a person’s economic agency - their freedom to make economic decisions for themselves.>

Third, exploiters adopt different strategies to harness the resources available to them in the institutional
environment, and with which they themselves are endowed, to exploit victims’ vulnerability. In the
business context, these are what Andrew Crane calls the ‘management practices’ that firms use to
exploit workers.® But we also see exploiters in non-business settings developing such strategies, using
resources found in the institutional setting in which they operate - for example the way that ISIS has used
ideological resources to justify and organize sexual slavery.> In some settings - from traditional slavery
in West Africa, to caste-based debt bondage in South Asia, to apartheid South Africa, to the American
South during the period of segregation - a broad swathe of society participate in the reproduction of
discriminatory social norms that achieve, legitimize and stabilize the intentional restriction or denial of
one group’s economic agency.>

The system emerges out of the dynamic interaction of these three components, some of which is
purposive. Not only exploiters but also victims can use rules and institutions. Victims can use rightsto
resist exploitation, but their doing so often depends on their capabilities (a term to which we return
further below). Exploiters, victims - and third parties, such as States or development actors - can seek
to change the rules, to restructure the institutional environment in which these exploitative interactions
occur.

Figure 21 above provides a schematic for understanding how the different components of the modern
slavery system interact. Understanding modern slavery in this way helps us to recognize that modern
slavery and forced labour are not always and necessarily, as as the ILO characterized them in 2018, a
“non-systemic aberration”, but rather may be emergent features of the way different global market,
migration, investment and trade rules intersect with local vulnerabilities.”” As the Global Fund to End
Modern Slavery (GFEMS) recently put it:

A coherent global strategy ... needs to effectively identify and take account of the
structural drivers that create a permissive environment for the modern slavery
industry to operate with impunity, and of the individual and community level
vulnerabilities that create a supply of susceptible individuals for traffickers to exploit
with minimal cost and risk.>+




Figure 21 provides a conceptual framework for understanding those interactions, and how they give rise
to different intervention pathways. It draws on the ‘Modern Slavery conceptual framework’ recently set
out by DfID and reproduced in Figure 16 above. It differs, however, in several small but significant ways.
First, the DfID framework describes the environment as ‘permissive’. This suggests the environment may
allow modern slavery to occur, but does not consider that it may actually contribute to its occurrence.
Given the analysis earlier in this chapter, which suggests that certain institutional environments -
including GVCs - may be ‘conducive’ rather than ‘permissive’, while others may be ‘preventive’, we adopt
a neutral framing of the environmental component.

Second, where the DfID framework speaks of a ‘Modern Slavery Industry’, our focus is more broadly on
Exploiter Strategies — some of which, such as exploiters of domestic servants - may not be industrial,
and others of which - such as armed groups — may not be commercial in the traditional sense. In Chapter
8, for example, we look at how the logic of forced labour in Myanmar has shifted between commercial
and political logics over time, as Myanmar’s system of government and exposure to global markets has
changed. The Developing Freedom framework focuses specifically on exploiters’ strategies, since it is
the strategy that turns the resources available in the environment into the means of exploitation to
achieve the intended goal: the exploitation of vulnerable people.

Third, where the DfiD framework in Figure 16 represents the permissive environment acting only on the
‘Modern Slavery Industry’, the Developing Freedom framework represented in Figure 21 postulates that
the institutional environment interacts with both exploiters and vulnerable people. In certain cases, as
we saw in the discussion of GVCs in the previous section, certain environments may actually heighten
people’s vulnerability to exploitation, even by changing their material - and indeed, in time, physical -
circumstances, for example through impoverishment. A conceptual framework that omits this feedback
between the environment and people’s vulnerability risks missing a key aspect of how the contemporary
system of slavery works — and a key potential pathway for intervention.

The other key feature of Figure 21 is precisely that: the identification of three distinct intervention
pathways through which third parties can seek to disrupt the interplay of institutional environment,
vulnerable people, and exploiter strategies. We set each of these out in turn now.

Three intervention pathways

TRANSFORMATION
The first pathway through which interveners can seek to impact systemic outcomes is transformation of
the institutional environment to make it less conducive to exploitation of vulnerable groups.

The ‘environment’ component of the modern slavery system is a product of both rules and physical
characteristics. Typically, intervention strategies targeting the regulatory environment have focused
on encouraging States to sign up to international anti-slavery norms and adopt formal action plans and
targets, creating a complex bureaucratic machinery to oversee the enlargement of the reach of the State.
Yet forthcoming analysis by Katarina Schwarz and Jean Allain suggests treaty ratification has little if any
impact on slavery prevalence.”” The orthodox assumption that “[t|he prospects for effective action ... are
best, where there is some policy framework and implementation mechanism in place™ may or may not

be correct; but it does not necessarily require treaty ratification. Ratification may be a first step towards
strengthened state regulatory capacity. But slavery may persist in those industries where exploitation
simply occurs beyond the reach of the State. This may be due to limited State resources. But it may
also be due to the fact that some domains are not effectively governed by formal (i.e. State-backed)
norms and institutions, but rather by informal norms and institutions. These may permit and reproduce
exploitation even after formal treaty ratification and policy reform.




This seems to be especially the case in those industries that Andrew Crane describes as “low legitimacy”
- whether because they involve trades that are formally illegal, or because they are associated with
stigmatized groups. These informal and ‘renegade’ activities are governed not by formal norms but “by
the institutional norms of their fellow renegades””” This helps us understand why modern slavery often
clustersin ‘hotspots’ or along specific routes. As Crane has explained, precisely because slavery is formally
illegal and thus broadly illegitimate, the success of slavery as a management innovation is more likely
to spread through personal relationships where trust and influence can overcome institutional barriers
to adoption.” This is why many forms of labour exploitation in illegal industries, such as commercial
sexual exploitation, often involve kinship and community networks, or spread through pre-existing
organized crime networks. Yet this also points to an important insight for development interventions:
these hotspots and networks may be key sites and vectors for ‘transformation’ interventions, as recent
programming evaluations of community-transformation work led by Freedom Fund seems to attest.”

‘Transformation’, in the sense in which we mean it in this systems-thinking approach is thus less about
formal written rules, and more about how formal and informal rules interact and operate to shape the
extractive, rentier systems we know as modern slavery. Transformative development interventions will
need to consider and address multiple and intersectional forms of exclusion - on gender, race, caste,
sexuality and other dimensions. They will aim to strengthen the protections and rights of vulnerable
groups. Where the originating factors contributing to a conducive environment are physical or
climatic, this might also include efforts to transform those factors. Examples of such programming
include strengthening social protection mechanisms,” labour law and worker rights, GVC governance
(for example through adoption of global framework agreements or multi-stakeholder initiatives), or

responsible recruitment efforts. We consider several such interventions in Chapters 3 to 8.

Understanding these interventions not as efforts to address ‘structural drivers’ or ‘root causes’, per
se, but rather to alter how structural and environmental factors interact with people’s vulnerability also
allows us to get past some of the binary thinking that complicates programming in this field, especially
when it comes to the question of whether structural factors or individual choices ‘cause’ exploitation.
This is particularly important when it comes to questions of coercion. Many victims of modern slavery
choose to voluntarily enter the relationships in which exploitation occurs - whether that is a credit/
debt, an employment contract or a marriage. The fraud, force and coercion characteristic of modern
slavery may not take place at the point of entry, but rather at the point of exit - or rather, in denying the
victim exit.*" Exploitation is a result of the abuser’s harnessing of the institutional setting - the debt,
employment or marriage contract — to misuse the victim’s vulnerability.

Another benefit of this approach is that it draws our attention to the multi-level nature of the ‘rules’ and
institutions that contribute to modern slavery systems. Exploiter strategies respond to the governance
arrangements arising in GVCs - the “authority and power relationships that determine how financial,
material and human resources are allocated and flow within a chain”** Effective interventions may
need to address the interplay of global market forces (such as the role of lead or flagship firms in
GVCs), national-level forces (such as the role of the State and government officials in shaping both the
formal and informal rules of the environment, including corruption) and local level forces (such as local
cultural norms). The incentives and opportunities for exploitation arise out of the interaction of people’s
vulnerability with these multi-level rules, so effective governance (to remove those incentives and that

exploitation) must also operate at multiple levels.””

Top-down, brand-based auditing has a role, but may not be effective if it does not factor in local
norms and environmental factors that allow exploiters to work around audits - a point we explore
at some length in Chapters 4 (palm oil), 5 (cotton), 6 (fisheries) and 7 (garments and apparel). It may
need to be combined with bottom up approaches that empower workers,”* such as ‘worker-led social
responsibility’™ Alice Evans has identified at least four different strategies that have emerged in recent




years for strengthening the governance of GVCs: 1) private regulation; 2) civil society capacity building;
3) international economic incentives (export market access and from lead buyers); and 4) international
socialization.” As we will see in Chapters 3 to 8, different strategies for transforming GVC governance
may be more or less effective in different contexts.

In the modern slavery field, the greatest focus, to date, has been on private governance of GVCs, through
industry-led initiatives such as the Roundtable on Sustainable Palm Oil (see Chapter 4), the Clean
Clothes Campaign (Chapter 5) or the Accord on Fire and Building Safety in Bangladesh (Chapter 7).
Recent research suggests a need to focus not just on intra-chain governance dynamics - that is, the
different ways in which firms organize their cross-border production arrangements - but also the role
that external institutional forces play in structuring chain dynamics.” Both domestic and international
institutional environments structure firms’ investment and employment decisions and shape their
commercial strategies. GVCs are inherently both economic and political phenomena, involving
contestation over the construction of economic relationships, governance structures, institutional rules
and norms, and discursive frames.”

As we shall see further in Part Two, to be effective, private governance frequently rely on State or public
support or enforcement. It is hard to overstate the role that States play in shaping the outcomes of private
and partnership-based efforts.” To date much of the focus on States’ role in contemporary slavery has
focused either on States that impose forced labour, or on States’ role in enforcing anti-slavery norms.
There has been much less attention to the role that States play in “shaping the global conditions that
facilitate the emergence and persistence of unfree labour”,” including through structuring, supporting
and purchasing from GVCs. Yet, as the COVID-19 crisis has reminded us, States are uniquely powerful
actors in global governance, including as it relates to modern slavery. They have unique powers not only
to set and enforce the terms of cross-border passage of capital and labour,” but also to adopt domestic

and industrial and market regulatory policies that encourage or discourage off-shoring.””

It is up to States to figure out what industrial policies will allow them to both upgrade firm and worker
capabilities (allowing the country to move up the value chain), and ensure worker protection and no
one being left behind - that is, to figure out how to avoid the benefits of global trade generating massive
inequality not only between but also within States. In the post-COVID19 era, states will have a freer hand
to insist on firm responsibility for not only workers but also other stakeholders, providing a unique
opportunity to transform value chains to achieve sustainable development. We are already seeing some
States, for example, move to use public procurement to encourage firms to re-shore key portions of
GVCs. Given the commitments some States - including the US, UK, Australia, Canada and New Zealand,
and some in the OSCE - have already made to remove modern slavery risks from public procurement,
there may be synergies here in aligning anti-slavery efforts with domestic industrial policy. And
there may also be utility in looking beyond public procurement to public investment. The OECD Policy
Framework for Investment recognizes the important role of the government as an economic actor (e.g.
as an employer, procurer and through state-owned enterprises) and sets out that governments expected
to behave responsibly when performing a commercial role. There may be scope here to consider how
public investors - such as State-controlled sovereign wealth and pension funds, development banks,
export credit agencies, and commercial banks - use their leverage during the post-COVID19 period to
alter the management practices of their borrowers and beneficiaries, to reduce modern slavery risk.
We return to these options in Chapter 10, where we consider options for ‘Building Back Better’ at more
length.




EMPOWERMENT

A second intervention pathway revealed by the Developing Freedom framework is empowerment. This
involves working to increase the ability of vulnerable people, when confronted by potential exploitation,
to use the resources with which they are endowed and that are available in the environment, to resist
that exploitation - and indeed to flourish. This approach treats empowerment not just as a question
of structural factors and drivers, but as a question of people’s own agency: how they react to and even
harness their environment. It works against the restriction of their agency by seeking to maximize their
agency. It works against their denial of power by empowering them.

This reflects the lived experience of those in slavery that express their desire for freedom in terms not
just of a desire for reduced poverty, or improved health or education but, quite specifically, a desire
for agency, choice and autonomy.” Developing freedom is not simply a question of removing drivers
that push people towards slavery, or disrupting the pull strategies deployed by exploiters. It is also
a question of actively empowering vulnerable people by maximizing their agency: through education,
skills-training, financial inclusion, gender empowerment initiatives, anti-discrimination training, and
mobilization.” And investments in these people’s capabilities and, specifically, their agency will not only
benefit them, but also helps lift the whole economy, moving it away from economic contexts in which
modern slavery is more prevalent.

Another aspect of this intervention pathway that deserves specific mention is the need to think
about ‘empowerment’ not only in terms of prevention (of vulnerability being exploited), or indeed
of empowering victims, but also in terms of empowering survivors. While there is a strong and
growing literature in the anti-slavery movement that emphasizes the need for ‘sustained freedom’
or — as Frederick Douglass described it, full freedom™ - and for effective rehabilitation and after-
care to ensure that survivors are not drawn back into enslavement,” there is also a clear economic
development rationale to take this approach. As we saw in an earlier section, where emancipation or
manumission occur, development gains are only locked in through ongoing efforts to effectively and
sustainably integrate those who have been liberated into the larger economic system. Freedom is not
a one-time event. The rescue and liberation of those enslaved, or the broader implementation of free
labour contracts through institutional change, is just the beginning of developing freedom, not the end
of it, as the continuing struggles with human development in manumitted populations show. Where
political will wanes too quickly and integration stalls, the ‘freedom dividend’*” is not fully harvested.
Nowhere is this clearer than in the American South, where the collapse of Reconstruction and the rise
of the Jim Crow system represented ‘botched emancipation’ which has depressed human and economic
development in southern States ever since.”” Thus programming that deals with the rehabilitation of

survivors should not be seen as charity, but rather as a sound public investment in the community’s
capabilities and longer-term sustainable development.
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Currently, however, there are only limited development efforts focused on this aspect of empowerment.
According to a recent ILO study, for example, while many States provide basic immediate assistance
to people released from modern slavery covering shelter (179 countries) and healthcare (121), far fewer
provide vocational training (71) or financial assistance (31). (These figures and regional breakdown are
represented in Figure 22 above).” Restoring and sustaining the economic agency of survivors is simply
not seen as a priority. And reliable evidence on the impacts of specific interventions in this area is
scarce. One exception is a ten-year research project launched by Chab Dai in 2010 to better understand
reintegration for survivors of sex trafficking in Cambodia.**

DISRUPTION

The third intervention pathway for reducing modern slavery is through disruption of business practice
and exploiter strategies. Slavery persists because it costs less to exploiters than the expected present
value of the resulting future earnings generated by the exploitation, less the expenses for carrying out
that exploitation on an ongoing basis. Only by changing that calculus will we remove the incentive to
exploit. That depends on making slavery “economically unprofitable”, as the GFEMS mission statement
puts it.”?

As the ‘Developing Freedom’ framework makes clear, such a strategy - focused on exploiter incentives -
may work most effectively if it is deployed alongside transformation strategies (altering the rules of the
game) and empowerment strategies (addressing people’s vulnerabilities). Together, they may have the

Source: ILO 2018, p. 12.




effect not only of making slavery unattractive to exploiters, but also of making people and communities
resilient to those practices even when exploiters continue to find them attractive.

The ‘disruption’ approach aims to change the strategic calculus of exploitation, either by making it too
costly (for example by enforcing criminal penalties, or penalizing firms that tolerate modern slavery
risks in their supply chains by raising their costs of capital), or by making other practices, that do not
require modern slavery, cheaper. As Juliette Faure has explained, seen from an economic perspective,
the objective here is to “apply economic pressure on coercive institutions by increasing the inefficiencies
of exploitative labour practices.”* This is not just a question, therefore, of individual investigations and
enforcements, but of changing the systematic interaction of firms and criminal organizations with their
strategic environment.

There are two different ways to achieve this. The first is, in economic terms, an income effect strategy,
which seeks to reduce income from forced labour, relying on strengthened inspection, enforcement
and broader labour market formalization initiatives. The second, much less remarked upon to date, is
a substitution effect strategy, which does not necessarily aim to make forced labour more costly, but
rather to make free labour cheaper. This approach entails programming focused on strengthening the
supply and reducing the cost of free labour, especially through skills development, improved labour
market mobility and reduction of recruitment fees. A related strategy is the provision of credit and
working capital - not only to workers, but also, for example to small enterprise employers, and to labour
brokers to improve their carrying capacity.*” Development actors may have opportunities here for
example through subsidizing the cost of working capital, making access to cheaper capital conditional
on changes in labour brokers’ management practices. We return to this strategy in the discussion of the
construction sector in Chapter 8.

The characterization of this pathway in terms of ‘disruption’ also helps bring into focus that it will be
just that: disruptive. Such interventions will be deeply political — and will almost certainly meet with
active resistance.™ Exploiters are not passive. They can shape their own environments, including the
legal and political environment, to create and maintain space for their preferred management practices
and organized criminal activity.” Indeed, Austin Choi-Fitzpatrick’s research on slaveholder responses
to pressures to desist makes clear the range of different ways in which they can respond - pre-empting
interventions, counter-mobilization against them or co-option of them, repression of them, resignation
in the face of them, and persistence despite them.** We see how some of these strategies have played
out in the case studies in Part Two. Choi-Fitzpatrick argues that what determines exploiters’ response
is primarily the resources and opportunities to which they have access - in other words, aspects of the
institutional environment. Emancipation is frequently not a complete break from the past, but rather
creates anew game with new rules for both the exploiter and the victim.™ All too often, exploiters succeed
in adapting the underlying power relationship to the forms and structures of the new environment.”

This points to a key difference between development interventions that aim at slavery reduction and
some other development work focused more on structural phenomena. Like efforts to disrupt child
labour, gender violence or conflict, development interventions addressing modern slavery require not
just passive programming but actively outwitting human opponents that will seek to resist and disrupt
the intervention itself. This is an inherently competitive - and thus strategic - endeavour, a process of
action and reaction, of cat and mouse.

That begins with the fact that the victims of modern slavery — and even the fact of modern slavery - are
deliberately hidden from view. Discussions of the difficulty of measuring incidence of modern slavery
often treat that difficulty as though it were a purely technical challenge, like hunting for some elusive
subatomic particle, or dark matter. In fact, the primary difficulty in finding and counting victims of
modern slavery arises from the fact that the slavery occurs within a social relationship - between the




exploiter and victim - and it is in the nature of that relationship that the exploiter aims to keep the true
nature of the relationship secret or hidden. Modern slavery, after all, by definition involves force, fraud
and coercion - it is not a structural inevitability but depends on an individual or organization actively
enslaving victims. In that sense, finding and measuring slavery is more like finding and measuring
mafia membership than it is like finding and measuring shy fish (the basis of the most sophisticated
current approach to statistical estimation of victim populations).” Development actors may need to
learn from existing work on organized crime and spoiler theory about how to overcome such potential
resistance. One key factor will clearly be leverage: both within business relations, and in mobilizing,
sustaining and deploying the political will needed to sustain disruption, achieve transformation and
enable empowerment. In Part Two, we look at numerous examples of efforts to assemble and sustain the
leverage required to achieve disruption.

Finally, thinking about reducing slavery in terms of disrupting exploiter strategies also highlights that
in some cases States themselves may be sources of resistance to systemic change, where they have been
captured by slavery rentiers.”™ This was obviously the case historically, in the American South, where
the political and economic elite openly advocated slavery’s continuation and western expansion. But it
also remains the case today. In Pakistan in 2011, for example, an ILO-backed union effort to organize
informal workers in the brick kiln industry was actively resisted by a campaign of intimidation initiated
by corrupt government officials and employers.” Again, in Part Two we explore a number of campaigns
of resistance to slavery disruption efforts that point to similar patterns of collaboration between
government actors and slavery interests.

The Developing Freedom framework aims to offer a simple, flexible heuristic device for explaining how
the interplay of environmental, victim and exploiter characteristics and choices, across multiple levels,
generates and sustains systems of modern slavery. It can be used to understand the intended impact
pathways of programming across a range of contexts, levels and modalities, improving comparability
and programming design.

To understand how it can assist with programming design, consider the two conflict-affected cases of
slavery in Libya and Syria. There is quite detailed guidance available from international organizations
such as the ILO on ‘what works’ to end modern slavery.” Yet such guidance can tend at times towards
the general and one-size-fits-all. Current approaches to anti-slavery interventions do not offer a clear
way of understanding how interventions in contexts as similar and dissimilar as Libya and Syria should
be tailored. The Developing Freedom framework arguably offers a way in. Conflict analysis suggests
that the slavery in Syria was the result of strategies developed and deployed by a specific exploiter - the
Islamic State.” There are few reported instances of anything similar from other armed groups involved
in Syria’s conflict. In Libya, the story is quite different: there are multiple organizations involved in the
human trafficking marketplace - some operating like armed groups, others more like mafias, and others
still as State auxiliaries.” In Syria, where Islamic State’s influence has waned, slavery has disappeared,
suggesting a disruption strategy is effective to reduce slavery in that context. In Libya, in contrast,
disruption of one group’s strategy and business seems unlikely to generate major reductions, as its place
can quickly be taken by one of the many other groups operating in the human trafficking market. This
suggests a transformational strategy will be needed, altering the institutional environment that makes
such strategies profitable for a wide range of actors.

This is just one example of how the distinction between the institutional, victim and exploiter
components of slavery systems offered by the Developing Freedom framework may help development
actors tailor interventions to context. Despite SDG 8.7 committing States to take “effective measures”
to end modern slavery, knowledge of what is ‘effective’ in anti-slavery interventions is surprisingly
underdeveloped. This may be in part because donors, programmers, researchers and evaluators have
lacked a shared analytical framework to organize their investigation of programming impacts across




different forms of exploitation and programming contexts — a point to which we return in Chapter 10.
The Developing Freedom framework may provide a basis for beginning to address that gap, and allow
us to better understand how the different elements of programming that can potentially contribute to
slavery reduction, can be compared and assembled.

It also provides a framework for understanding how past efforts to intervene in modern slavery systems
have played out, and what those histories can teach us about where there may be other opportunities for
effective intervention in those systems. It is to that analysis that we turn in Part Two.
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Introduction

In Part Two of the study, we use the Developing Freedom framework from Part One to discuss
development interventions to address slavery in six economic sectors: three agricultural sectors - cattle,
palm oil, cotton; fisheries and aquaculture; garments and apparel; and construction and infrastructure.

These sectors were selected in consultation with the project donor to provide diversity on various
dimensions: geography, country income levels, forms of exploitation, market structure, and different
development interventions. UNU-CPR commissioned deep dive mixed-method sectoral case studies
from several different external research teams. Research for the palm oil section was undertaken by
The Purpose Business (Patricia Dwyer, Rebecca Walker Chan and Thomas Tang). Research on fisheries
and aquaculture was undertaken by the University of Nottingham Rights Lab (Dr Jessica Sparks, Dr
Bethany Jackson). Research on apparel was undertaken by Partnership for International Development
(Anna Bryher, Jim Cranshaw and Frances Hill). Research in these areas was extended and supplemented
by James Cockayne, and research on cotton, cattle and construction was also added, with input from
Angharad Smith and Nesrien Hamid.

Researchers used a variety of methods, including desk review and in-country engagement with
representatives of different stakeholder groups (including those representing survivor and worker
organizations),' to address a set of common research questions. In each case, we identify the aspects
of institutional environments (both local and transnational), people’s vulnerabilities and exploiter
strategies that interact to generate modern slavery systems. We show how these differ by context, and
how they are similar. We explore how past intervention efforts have attempted to change or end these
systems of modern slavery, and consider the results of those interventions - including, frequently,
resistance by those enriched and empowered by modern slavery. In each case, we also point to insights
and possible new entry points for development interventions.

Explaining the focus on agriculture

Three of our six case studies focus on agricultural sectors: Brazilian cattle production; palm oil (with
a particular focus on Indonesia, Malaysia and Nigeria); and Uzbek cotton. A fourth, fisheries and
aquaculture, encompasses both wild capture and aquaculture, which shares many similarities with
agriculture. (That chapter focuses on States in the Bay of Bengal and South East Asia: India, Bangladesh,
Thailand and the Philippines.) Agriculture is a central site of modern slavery, world-wide, and will thus
be a central domain for development interventions aiming to address modern slavery.

In the last two decades, the estimated share of total global employment taken by agriculture has fallen
from 40 to 27 per cent.” Yet 65 per cent of poor working adults make a living through agriculture.” Around
60 per cent of adults in low-income countries are employed in agriculture, which still accounts for
two-thirds of GDP in many of those countries. The agrifood sector employs the majority of those in
self- and wage employment in developing countries.* Agriculture is a particularly significant source
of employment in Africa (49 per cent of employment) and Asia (31 per cent).” For all these reasons,
agriculture is a central focus of much development activity. And that can be very effective: growth in the
agriculture sector is two to four times more effective in raising incomes among the poorest compared
to other sectors.’

Agricultural sectors are replete with conditions conducive to modern slavery. Perhaps unsurprisingly,
agricultural workers experience the highest incidence of working poverty, with a quarter in extreme
poverty.” 11 per cent of all forced labour worldwide is in agriculture,” and 71 per cent of all child labourers
(aged 5 to 17) work in agriculture, fishing, forestry and livestock.” Prevalence is highly gendered: amongst
adults, women appear to be especially vulnerable, whether amongst migrant worker populations in the




EU," or in global cocoa supply chains.” In contrast, amongst children, it is boys who are more likely to
be forced to work in agriculture, no doubt due to the physically demanding nature of the work, and
gender norms.” And as we shall see, some sub-sectors - such as cattle raising - may skew male for
forced labour.

Agricultural sectors are also frequently characterized by weak labour market institutions (law
enforcement, inspection and compliance), weak enterprise developmentarrangements (includinglimited
access to capital, human development and education systems, limited social protection and healthcare),
low productivity, vulnerability to climate change, prevalent informality and poor infrastructure. This is
not limited to developing countries. In the United Kingdom, for example, most intelligence on forced
labour relates to abuses in the agriculture sector.” There is likewise significant evidence of trafficking
for exploitation in the agricultural sectors of US," Australia,” and European States.” There are particular
risks in the agrifood sector where wholesalers and suppliers rely on labour recruiting agents to contract
seasonal workers, especially for short-term, time-sensitive harvesting activities.” As Crane, LeBaron,
Allain and Beyahani have pointed out, for many of these workers, vulnerability is not intrinsic, but
the product of the institutional environment - such as restrictions on labour mobility which amplify
employers’ power, or loss of control over assets and income.”

What this suggests is that the causal vector linking agriculture to modern slavery is not poverty per se,
nor ‘lack of development’. As we shall see in some of the case studies that follow, it is often not the poorest
of the poor that are most susceptible to modern slavery, but rather the working poor. Their options are
shaped by policy choices and institutional environments that funnel them into risky migration, labour
market and debt decisions that render them vulnerable to exploitation. As Phillips and Mieres have
pointed out, this means that is not enough to simply see poverty and forced labour as failures of markets
to reach and incorporate certain populations. In some cases, forced labour seems in fact precisely to be
the product of workers’ incorporation into agricultural production and markets, because of the adverse
manner in which that incorporation occurs.” This has important development policy implications. It
means that we cannot simply expect modern slavery to disappear from agriculture by incorporating
workers into global agribusiness. It means the quality of development matters.

It also suggests that we need to understand how modern slavery arises out of the interaction of global
flows of capital and labour and local conditions, moderated by States’ policy choices and regulatory
arrangements. This may differ by context. Different modern slavery patterns may emerge even within
the same sector, depending on local institutional conditions, the vulnerabilities of different populations,
and simply the exploiter strategies that emerge in response to incentives at different points in value
chains. Child labour is relatively prevalent in subsistence agriculture, operating inside household
enterprise. In contrast, adult forced labour in agriculture is often linked to internal and cross-border
migration, and to incorporation of informal small-holder cash crop producers into export-oriented
production.”

One recurring aspect of modern slavery in contemporary agricultural sectors relates to the changing
global institutional context - and especially the rise of global agribusiness. Most agricultural producers
in the developing world remain small-holders: as of 2008, up to 85 per cent of farms were smaller
than 2 ha.” Yet there has been a growing concentration of purchasing and distribution power in global
agriculture in recent decades, as the result of the global liberalization of both trade and investment
regimes.” There has been a shift over the last forty years from parastatal export monopolies and
cooperatives selling into global spot markets, to global value chains characterized by vertical inter-
firm coordination, outsourcing, contracting, and quality control. Supermarkets and other distributors
have emerged as lead firms imposing quality standards and delivery requirements and creating global
platforms into which producers sell. In many parts of agricultural markets, a small group of lead firms
exert oligopsonistic power.The top 10 food and beverage firms command nearly 40 per cent of market
share of the top 100.” The commodity trading sector is also highly concentrated, with the four ‘ABCD’




firms (Archer Daniels Midland, Bunge, Cargill and Louis Dreyfus) holding around 70 to 9o per cent
of market share.” And concentration has further increased in the last decade, through blockbuster
mergers such as those involving Kraft-Heinz, Dow-Dupont, Anheuser Busch InBev-SAB Miller, Bayer-
Monsanto and Syngenta-ChemChina. Horizontal concentration is as a general rule greater at the ends
of value chains (i.e. in branding and design, processing and distribution, and retail) than in production
(i.e. the middle of the value chain).” Yet the entities at the more concentrated ends of the value chain
increasingly exercise control over producers through contract, not equity ownership.

These transformations have generated significant growth in many parts of the world, especially in
Asia. Incorporation of agricultural producers into global markets can drive up national income and
lead to important technology and knowledge transfers to the Global South. The larger a portion of a
country’s agriculture is incorporated into global agribusiness, the higher its national income is.” Yet this
concentration of buying power has also been accompanied by growing concerns about the structural
imbalances between unorganized small-scale farmers at the bottom end of the supply chain (the middle
of the smile curve) and large powerful agribusiness buyers. Structurally, these conditions look very
similar to the oligopsony and monopsony arrangements in labour markets that — as we saw in Chapter
2 - can give rise to modern slavery. In 2009, the UN Special Rapporteur on the Right to Food warned that
concentration of power in both production and distribution was “giving buyers considerable bargaining
strength over their suppliers, with potentially severe implications for the welfare both of producers
and consumers”.” Oligopsonistic buyers and lead firms rely on multiple suppliers competing on costs
- which often means competing on labour costs and conditions, and pushing risks down to workers.
Social and economic marginalization - poverty, gender norms, caste norms, illiteracy, migration status
- leave workers in those contexts vulnerable to exploitation.

Informality is also a key marker of modern slavery risk in these markets. A 2013 review of 49 studies
related to the commodities and horticulture value chains concluded that “informality is the norm
rather than the exception: informal workers make up the majority of the workforce, even in formal
enterprises.” Workers in highly informalized agricultural sectors are often poor, socially vulnerable,
and financially or economically dependent. Small, informal agricultural enterprises are less capitalized
and thus operate on less capital-intensive lines, and lower levels of technology, than their larger peers.
They are frequently therefore less productive and rely more on labour-intensive methods. They tend to
compete with their larger competitors by reducing labour costs — making these enterprises a major site
for labour coercion. In some value chains, where land ownership is even more concentrated, workers
become so dependent on owners that they effectively have no ‘outside’ option in the labour market. This
is particularly the case in industries where land ownership bears the hallmarks of colonial plantation
legacies - such as tea, coffee, cocoa® and, as we shall see, palm oil. These sectors are now structured
as buyer-driven supply chains* and continue to suffer from high exposure to forced and child labour.”

Pressures on agricultural workers have deepened in recent years. Markets have experienced low prices
associated with global over-supply of key agricultural commodities. At the same time, there has been
a growing financialization of commodity markets, with speculation creating increased price volatility.”
Financialization has also contributed to market concentration, as managers use mergers during period of
low growth as a means to reduce costs and shore up profits, in a hunt for value to return to shareholders.
And COVID-19 has also placed pressures on agricultural workers, as we return to in Chapter 4.

In the next three chapters, we look at three different agricultural sub-sectors stretching from Latin
America to Africa to Central, South and South-East Asia. We look at cases involving subsistence
agriculture and global agribusiness, State-managed production and private-sector led markets, and a
variety of forms of exploitation. And we consider how different development strategies and interventions
have impacted modern slavery risks. Our cases cover: Brazil’s cattle sector; the palm oil sector, with
particular attention to Indonesia, Malaysia and Nigeria; and finally, the transformation of Uzbek cotton
production.




CHAPTER 3: BRAZIL'S CATTLE SLAVERY:
“I GOT ANEW SOUL”

In September 1989 two rural workers who had been enslaved with 60 others on the Espirito Santo
estate in the state of Pard, Brazil, escaped. As they fled, they were ambushed by armed employees of
the landowner, seeking to prevent them escaping and exercising their right to pursue outside work.
One worker, Parana, was Kkilled. The second, José (Z¢) Pereira, just 17 years old, was wounded in the
hand and face and played dead. Both ‘corpses’ were dumped 20 kilometres from the crime scene. Zé
Pereira not only survived but, bravely, denounced the estate to the Federal Police. They raided the farm
and freed the workers. Pereira, not satisfied, worked with the Pastoral Land Commission (Comissdo
Pastoral da Terra — CPT), the Centre for Justice and International Law (CEJIL) and Human Rights Watch
to lodge a petition with the Inter-American Commission on Human Rights (IACHR) of the Organization
of American States (OAS).'




By 2003 and the election of President Luiz Inacio Lula da Silva, the Zé Pereira case had produced a sea-
change in the Brazilian State’s efforts to address modern slavery. The State settled the case and Brazil’s
National Congress awarded Pereira R$ 52,000 in compensation. The Brazilian Government put in place
labour inspection, inter-ministerial coordination and regulatory initiatives that have turned Brazil into
aworld leader in the fight against modern slavery. These efforts have received important support from
external development partners, including the ILO, US and Norway. And they have borne important
fruit: as Figure 23 (below) shows, between 1995 and 2018, Brazil rescued 53,896 people from slavery and
slavery-like conditions. As of July 2020, that number has risen to over 55,000.”

Figure 23 also shows a decline in rescues over the last ten years. There is little reason to think this is a
result of an overall decline in enslavement. It is more likely indicative of continuing challenges for and
resistance to anti-slavery efforts in Brazil. Those have been highlighted by another case brought by
CPT and CEJIL in the Inter-American system. In its 2016 judgment in the Brasil Verde case, the Inter-
American Court of Human Rights found that, despite conducting inspections of the Brasil Verde cattle
ranch (fazenda) since 1989, the Brazilian Government had failed to prevent use of slave labour there. It
ordered payment of USD 5 million in compensation to 128 workers enslaved on the farm and rescued
between 1997 and 2000.’

The Brasil Verde case points not only to ongoing challenges for the Brazilian State in effectively enforcing
its anti-slavery laws, but also to one of the major sources of modern slavery in Brazil: the cattle industry.*
As Figures 24 and 25 show, 32 per cent of those rescued from slavery in Brazil between 1995 and 2018
were found in the cattle industry.’ Slavery is found in other agricultural sectors too, notably coffee and
sugarcane.’ Yet cattle ranches account for around 60 per cent of worksites on which modern slavery
was found.” In this section, we explore the modern slavery ‘system’ that has emerged in Brazil’s cattle
industry, the interventions that have attempted to disrupt that system, and the resistance those
interventions have met.
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FIGURE 23: ACTIVITIES FROM WHICH ENSLAVED PEOPLE
WERE RESCUED IN BRAZIL, 1995-2018
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FIGURE 24: SECTORAL BREAKDOWN OF THOSE RESCUED
FROM SLAVERY IN BRAZIL 1995-2018 (TOTAL)
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FIGURE 25: RESCUES FROM SELECTED INDUSTRIES,
CUMULATIVE, 1995-2018 (BRAZIL)
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The slavery system in the Brazilian cattle industry

Slavery in Brazil’s cattle industry is a product of several interacting factors:

« Institutional environment: a development model that encourages meat production in areas where
the State’s enforcement power is weak, and that has invested State (and international) development
funds in firms that have tolerated workplace illegalities;

« People’s vulnerabilities: a pool of marginalized, poor rural labourers susceptible to discrimination
and exploitation;

« Exploiter strategies: use of coercion and fraud by recruiters, contractors and producers to compete
on labour costs, while harnessing traditional norms of social obligation and market norms of
financial debt to control workers.

Institutional environment

The Brazilian cattle market is a significant slice of the entire global market, which continues to grow.
Global demand for meat (including pork, poultry and seafood) has quadrupled since the 1960s.* Demand
for beef, in particular, has risen, as household incomes rise, particularly in Asia, and beef displaces
pork and poultry in diets.’ Beef production and consumption are concentrated: together, Brazil, India,
Australia, the US and New Zealand account for over 73 percent of beef sold on the world market. Brazil is
the second largest producer of meat worldwide (after the US, and before China).” It is also consistently
the largest or second largest exporter of beef, with around USD 6 to 7 billion worth of exports." Around
38 per cent of that goes to China and Hong Kong, and around 10 per cent to Egypt, Chile, UAE, Russia,
Iran and Saudi Arabia.” Brazil was the source of 44 per cent of beef imported into China in 2019, making
up 20 per cent of all Chinese beef consumption.” This bilateral trade has grown 62 per cent in the last 5
years."” However, imports to the EU are also rising, and seem likely to rise further after the conclusion
of an EU-Mercosur free trade agreement in June 2019 which includes a commitment to increase beef
imports by more than one third. Yet most Brazilian beef is consumed domestically - some 8o per cent.”
The Brazilian cattle herd is the largest in the world: there are roughly the same number of cattle as
people in Brazil."” Beef production rose from around 3 million tonnes in 1990 to 7.5 million tonnes in
2012."

That surge has been the result of deliberate efforts by the Brazilian Government to exploit Brazil’s natural
resource endowments, which give it comparative advantages in extensive agriculture and extractive
industry. By 2010, the country was the world’s foremost producer of sugar, coffee, orange juice and
poultry, the second largest producer of soybeans, the third largest producer of corn and the fourth
largest producer of pork. The meat industry, in particular has benefited from policies and endowments
that help keep the costs of land, feed - and labour - low.” Brazilian cattle production is relatively low-
cost, extensive and non-capital intensive when compared to other countries. Only around 2 per cent of
the total Brazilian cattle herd are in feedlots; the rest are pastured.” And Brazil has a very large number
of small producers. In the 2006 Agricultural Census, 2.7 million farms - or roughly two thirds of all farms
- owned at least one head of cattle.”

Brazil’s beef production complex is highly heterogeneous. It mixes large, highly-capitalized facilities with
small-scale, informal producers. Producers often sell calves to other farms that specialize in fattening
before slaughter. They then sell onto spot markets, from which slaughterhouses and processing facilities
purchase. Again, there is heterogeneity: some processing facilities are large-scale, highly capitalized and
deeply integrated into export-oriented production networks; others are small-scale, local-facing and
often informal or illegal, with very limited capitalization.” They sell to a variety of buyers: local retailers,




national retailers, wholesalers, and global agrifood businesses. But there is little vertical integration
from the production level up to export or domestic consumption: producers feed into spot markets
and supply chains oriented towards both domestic and export markets.” Roughly 9o per cent of sales
are made on the spot market - only 10 per cent through futures contracts.” Buyers consequently have
limited visibility into the labour practices of their ‘indirect suppliers’ - that is, beyond the first tier of
supply. This is notably different to the chicken and pork sectors, where there is less reliance on extensive
agricultural methods and greater reliance on smallholder production, with less use of contracted (and
enslaved) workers.

The heterogeneity of beef production is partly a result of the relative ease of acquiring land - especially
in the Amazon. This is a product of government policies over many generations which have extended
the agro-industrial frontier into the Amazon, often with serious environmental externalities, including
deforestation of the Amazon and Cerrado regions for cattle pasture.™ That development model has deep
roots in Brazil’s imperial past, including its use of enslaved indigenous and African labour to extract
wealth from the Brazilian interior. Brazil received more slaves during the transatlantic period than any
other country, and also saw mass enslavement of indigenous people. Slavery was formally abolished
in 1888, but the liberation of a large, unskilled impoverished workforce was not accompanied by land
reform or other efforts to increase former slaves’ economic agency. In fact, the democratization of
labour was offset by a commoditization of land in the mid-nineteenth century, which restricted former
slaves” access to land and turned them into a large pool of working poor. Brazil’s development pathway
since then has drawn on this foundation of deep wealth inequality, racial hierarchy and rent extraction
through control of land and other capital assets. It is no accident that the highest rates of modern slavery
in Brazil are in those States with the most unequal agricultural landholdings, and the highest rates of
violence.”

Enslavement often occurs onillegally occupied Amazon and Cerrado land (so called grilagens (1and grabs),
frequently located many hours by private road from highways, with no facilities in between. There is a
tight connection down to the worksite level between deforestation, use of exploitative and unregulated
labour practices including slave labour, and dangerous levels of carbon emissions (including through
use of slave labour to burn cleared timber as charcoal).”” The correlation is endogenous: all of these
dangerous and illegal practices flourish because of the same interaction of underlying factors such as
institutional weakness, worker vulnerabilities, and commercial practices. Illegal possession is relatively
easily converted into title through forged titles, corruption, and the absence of effective centralized land
registers”™ But it is also supported by state policies: encouraging leasing and possession of indigenous
land; investment in roads, infrastructure and integration of Amazonian territories into the Brazilian
economy and global commodity markets, but limited investment in social infrastructure (including
schools, hospitalsand law enforcement). Land acquisition rules have also created alarge pool of landless
rural poor with few livelihood options and limited access to education, credit and infrastructure.
These policies also hit smallholder ranchers, whose own access to credit is also limited by absence of
recognition of title to land.” This pushes them away from capital-intensive production towards labour-
intensive development pathways.

The beef value chain has been significantly reshaped, however, by a major shift in Brazilian economic
development policy around 2008, which led to a significant concentration of the slaughtering,
processing and export stages of the value chain. This ‘National Champions Policy’, which lasted until
2013, saw the State invest significant resources in various leading Brazilian firms in an effort to help
them grow internationally. The Brazilian National Economic and Development Bank (Banco Nacional de
Desenvolvimento Economico e Social - BNDES) - the second largest domestic development bank after the
China Development Bank - provided concessional investments to and took minority equity positions in
several national champions, seeking to make them successful multinational corporations. This included
significant investments in the Brazilian meat industry, including the leading meat-processing firm JBS,




which received around USD 2.5 billion. As a result of these State investments, the three largest Brazilian
meat processing firms - JBS, Marfrig and Minerva - consolidated their position within Brazil, acquiring
numerous smaller players. Together, the top three went from a combined 14.3 per cent share of Brazilian
slaughtered cattle in 2006 to a 48.3 per cent share in 2013.” BNDES ended up owing around a third
of Marfrig, and at one point was JBS’ single largest shareholder, with the Brazilian public bank Caixa
Economica Federal owning another 10 percent.” (As of March 2020, BNDES was reported to be looking
to divest part of its stake.™)

This growth was not limited to Brazil, however. By 2013, through overseas acquisitions, JBS - still a
family-run private firm - had become the largest meat-processing firm in the world. JBS slaughters
77,000 cows every day, has annual revenues of USD 50 to 65 billion and employs over 900,000 people
¢globally, with customers in over 150 countries.” What is more, JBS and Marfrig are two of the top four
meatpacking companies in the US, which, between them, supply 74 per cent of all US beef. This move
up the value chain onto the international stage gives these firms flexibilities they would not otherwise
have. For example, when the EU restricted imports of Brazilian meat on phytosanitary grounds in 2008,
JBS was able to switch exports from its Brazilian arm to its Australian subsidiary. JBS has similarly coped
with US market access restrictions by relying on US production.”

Some of this has been helped along by multilateral development actors. MDBs invested in several of
these firms within Brazil. And in 2013, the IFC acquired a 3 percent share of Minerva for USD 19.65 million
and approved financing for an additional USD 60 million. Yet IFC has had difficulty ensuring compliance
with its environmental and social safeguards by clients in Brazilian agribusiness - so much so that
clients in the meat sector repaid loans early.”

That early repayment in fact points to alarger pattern of difficulty ensuring compliance with workplace
labour, safety and sanitary standards that has emerged around these meat giants. The National
Champions Policy appears to have facilitated important structural changes in the Brazilian economy
that might not otherwise have occurred,” and helped prevent the transfer of profits outside Brazil that
would have occurred if foreign firms had acquired the market position that these firms did. But some
commentators also argue that the policy generated inefficiencies, inequality and complications in Brazil’s
political economy, including the significant political corruption that is often associated with rentier
economies.” JBS senior executives have been linked to allegations of systematic bribery of more than
1,800 Brazilian politicians,” as well as bribing officials to circumvent and bend food sanitation rules. In
2017, JBS reached a USD 3.2 billion settlement of these claims, selling assets across South America to pay
up.” Yet JBS has also been at the centre of concerns around protection of workers from COVID-19. Meat
processing plants have been tied to the spread of COVID-19 in Australia, Canada, Germany, Ireland,
Spain, US, UK - and Brazil.” At one JBS plant in Brazil tested in June 2020, around a quarter of workers
had COVID-19.* Such concerns recently led to the suspension of exports to China, a key profit centre
for the firm. * And JBS workers have tested positive for COVID-19 in its offshore processing plants, too,
including in Australia.” Critics suggest that all of this is indicative of an organizational culture that
tolerates a lax approach to worker protections in the meat giants’ own workplaces and supply chains.

People’s vulnerabilities

Itis true that mostvictims of modern slavery in Brazil come from its poorest States.” Yet it is not accurate
to say that income poverty is the key determinant of vulnerability to modern slavery in Brazil. In fact,
several studies have concluded that those enslaved are not the poorest of the poor, who may be seen
by employers, contractors and recruiters as not up to the physical demands of the work, and who may
also be eligible for various forms of State income protection. Instead, it is the working poor one step
up who lack such access and rely on earned income to survive, but lack alternative livelihood options,
who are often drawn into a web of debt bondage.* As we saw in Chapter 2, as Austin Choi-Fitzpatrick




has explained, victims of enslavement may prefer “enslavement in sustenance” to symbolic freedom in
abject poverty.” Phillips and Sakamoto describe this as a pronounced loss of control:

apersonis either deprived entirely of control over the conditions in which s/he sells his
or her labour in the marketplace (in those cases where extreme coercion is present), or
else is obliged to sell it in conditions characterized by the worst forms of exploitation.+

It is not only income poverty, but other dimensions of poverty - notably access to education, credit,
capital and outside employment options - that also emerge as key components of this vulnerability.” As
we explore further in the next sub-section, race and discrimination are also key elements of exploiter’s
psychological coercion strategies.* Yet in Brazil race is closely intertwined with economic exclusion and
poverty, with a marked geographic distribution. Nearly all of those recruited into slavery in the cattle
industry are from the poor, north-eastern regions with high Afro-Brazilian populations, as shown in
Figures 26 and 27 below.

FIGURE 26: RACIAL DISTRIBUTION IN BRAZIL BY MUNICIPALITY
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FIGURE 27: LOCATION, SIZE OF RESCUES, BIRTHPLACES
OF ENSLAVED WORKERS (BRAZIL, 2003-2018)
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Most of those enslaved in the cattle industry are poor, landless workers from Brazil’s north-eastern
States. They are known as peoes (literally ‘peons’) - unskilled, rural manual labourers working on short-
term contracts.” Around 9o per cent seem to be male. They are recruited by labour contractors — galos -
who are hired to pull together a set number of pedes to work on an estate for a defined period, often to clear
a defined area of land in that time.” The gatos rely on social ties and oral contracts, and lure vulnerable,
economically desperate men (and some women) with inaccurate and fraudulent promises of income.
This can involve a period of extended grooming.” Once the pedo is hired, they are moved hundreds of
kilometres to the west and southwest to work on haciendas (fazendas) on grilagens in the ‘Legal Amazon’
States.” The physical isolation of the estates makes them even more vulnerable to exploitation, making
escape difficult or impossible and granting gatos and site foremen effective impunity.” Most landowners
are absentee.

During the process of recruitment, transportation, and then during work, workers are slowly drowned
in debt. They may be given ‘credit’ to pay for their own transport, accommodation, equipment, and
to buy food from the company or estate store (barracdo) at hugely inflated prices. Once they arrive at
the worksite, they are employed in dangerous work including land-clearing, charcoal burning, fencing,
cattle husbandry, applying pesticides and, where women are recruited, domestic duties around worker
camps. Accommodation and sanitation are frequently abominable, and safety equipment and medical
support rudimentary.” Their personal documents are removed ‘for safekeeping’. Often they are guarded
by armed guards or private militias, who frequently work with corruptlocal police to identify and return
escaped workers. Since many of these estates are onland of questionable legal title, disputes are frequent,
often quite violent, and contribute to local corruption. Homicide rates are high, and prosecution rates
low.”

The work is often for a limited period, after which workers may be released - often with significant
under-payment, due to the ‘debts’ they incur while working. If the ‘debt’ is not repaid, they may be
detained and forced to labour until it is.” Once released, they may return to the north-eastern States —
often only to be recruited back to Amazon and southwest, in a ‘pendular’ pattern. Others - the so-called
peoes de trecho, literally ‘stretch peons’ — do not return home, but continue on, circulating continuously
in search of such contract work. They become highly dependent on gatos to broker their access to work
and income, and sometimes have their ‘debts’ sold on from one gafo to another.”

Exploiter strategies
Who are the exploiters of these vulnerable cattle ranch workers? And how and why do they exploit them?

Although large estates and wealthy farmers have been connected to many slavery cases, a considerable
portion of those rescued come from mid-sized ranches, often owned by wealthy individuals and
independent entrepreneurs who may be invested in several estates. This is the point at which
competition on labour costs is fiercest. There are a large number of these small, under-capitalized
producers, competing on price for sales to slaughterhouses and processing facilities, which, having
become significantly fewer through the process of consolidation since 2008, are now price-makers.
Here is small ‘Landowner A’, interviewed by Nicola Phillips and Leonardo Sakamoto:

In fact, what happens is monopoly [by meat-packing companies]. They don’t really
give our product the value it has. They pay little [...] they end up making a lot of money
on the backs of producers. ... There are always companies that shut down and leave
debts to producers. Then we don’t know if they are not paying on purpose or if they
really paid a high price for the producer’s meat and now they can’t sell it for a price




that is enough to remain in business....The best meat-packing company is the one that
steals less from you ... All producers, all colleagues tell the same story. “Well, the guy
exploited me. I sent it to such and such a buyer and they exploited me”.

Since they rely on labour-intensive methods, labour cost is the main site of competition for these
smaller and mid-size producers.”* Some resort to coercion to reduce these costs, blaming it on their
own ‘exploitation’ by the larger meat-packing companies. They capture the resulting savings as profits.
As Phillips and Sakamoto explain: “The money that would have been made in wages and other benefits
to workers under non-exploitative labour relations flows instead to rural producers and/or into ... the
value chain to which the ranch is connected.” The competitive dynamics are similar to those in the
Brazilian coffee sector:

Small farms rely primarily on family labor for harvest and other key farming activities.
Many large estates, by contrast, have the capability to mechanize many of the key
coffee farming functions, reducing their labor demand significantly. Furthermore,
large estates participate in international markets more than smaller ones and are
increasingly seizing opportunities created by voluntary sustainability standards and
other third-party certifications that create incentives for compliance with national
labor laws. Mid-sized farms are caught in the middle: they are big enough to generate
significant demand for unskilled labor beyond what the family can provide, especially
during harvest, but may not be big enough to justify the capital investment necessary
for the kinds of mechanized operations that reduce labor demand.”

Purchasers - slaughterhouses, meat-packing plants and retailers — can safely turn a blind eye to coercive
labour practices in their supply chains for several reasons. First, their numerous, highly dispersed
processing facilities are often far from inspectors’ eyes. (This is partly a product of poor infrastructure,
which prevents centralization of processing facilities due to high freight costs and long transport times.”)
Brazil is a world leader in labour inspections - though the resulting fines, despite being relatively low,
often go unpaid. Even where they are paid, their small size means they can effectively be treated as a
cost of doing business by large processing firms.” Second, purchasers can claim, reasonably, not to have
visibility beyond the first tier of their suppliers — and often these are ranchers that specialize in fattening
steers for slaughter, having bought the cattle from primary producers operating on or closer to the
agricultural frontier. It is on those estates, lower in the supply chain, that the clearing and pastoral work
that employs much of the slave labour in the industry occurs. And third, it is not the owners of those
estates, but the gatos and foremen to whom they outsource workforce recruitment and management
that execute this strategy.” Confronted with evidence of slavery on their estates, landowners frequently
point the finger of blame at gatos, disavowing knowledge of their methods.

Estate owners do not leave their ability to rely on labour coercion to chance, however. They work hard
on what Andrew Crane describes (see Chapter 2 above) as ‘domain maintenance’,” protecting their
own autonomy by corrupting local police. There are numerous reports of rural police forces returning
fugitive slaves to estates.” Slavers also intimidate local communities into silence, a technique common
in organized crime. As a labour inspector described:

In one particular municipality we could only reach estates by boat, but the owners
of the boats refused to transport us, out of fear of retaliation... Even the fact that the
Federal Police were present did not make it certain that we would not have problems.
At times it became difficult even to get accommodation, because the hotel owners




were also frightened of reprisals. There... even the judge himself was involved with an
air taxi enterprise that was used to transport forced labourers to estates... ™

Gatos and employers also keep workers subjugated by drawing on traditional social norms around
honour and obligation to create moral dependency. Rescued slaves describe a paternalistic hierarchy
of labour relations that an important ILO study in 2009 described as “simultaneously affectionate and
hierarchical. The ambiguity that exists here can also be attributed to a cultural model of exploitation
originating in the colonial period.”” This is a system of non-State governmentality that endows employers
with paternalistic authority and treats workers as quasi-family members. As Patricia Trindade explains:

Friendship and intimacy were possible between both parties but this did not prevent
mistreatment from occurring, nor did it result in more participation by slaves in the
social order that they had created and helped to maintain. The expression ‘they were
like family”, used by masters in the region to describe relations with slaves in the past,
was typical of this. Captivity was in fact twofold, with slaves being kept in their place
by a sense of gratitude at their apparent inclusion in the family circle, as well as by
the physical domination exercised over them. This double captivity, which originally
served to subordinate enslaved Africans, continued to exist after the abolition of
slavery and remains a characteristic of today’s labour relations, in terms of both
domestic service and the instances of modern-day slave labour that have occurred in
the region in the recent past.”

One aspect of this tradition is the concept of the criado - literally, ‘created’, in the archaic sense of one
person being another’s ‘creature’. The criado is not a cativo (‘captive’, the term used for chattel slaves),
but rather an individual informally adopted in childhood by a rich family to perform tasks linked to
childcare and domestic work, without pay:

The criado looks after the household and its children, and feels looked after by the
employer’s family. The affection inherent in this situation is transformed into a feeling
of debt and gratitude that morally imprisons the worker in the relationship, time after
time preventing him or her from asking for wages or better working conditions.”

Today’s slavers often describe their role in similar paternalistic and protective terms, and slaves as
dependents - not agents in their own right. This domestic, highly exploitative governmentality serves
to construct a psychological and moral cage that helps keep workers trapped. As Trindade explains:
“Running away is to refuse to recognize the ‘moral debt’ owed to the employer, who took in and helped
(or promised to help) the worker at a time of need.”

This sense of inter-personal obligation may be weaker in work situations where there is no intimate
relationship between the worker and the employer/landowner, but still seems to linger in the accounts
of rescued Brazilian slaves as a strong ethical sense of duty to repay debts to the gato and the fazenda.”
Indeed, peoes appear to undergo a process of acculturation and normalization to these arrangements
over time, leading to the ‘pendular’ pattern of labour migration and exploitation amongst older workers.”
Younger workers may be less psychologically dependent and more likely to defect and escape. Zé Pereira
himself has pointed out that it was the fact that he was unaccustomed to the coercion he experienced
at Espirito Santo that made it thinkable for him to attempt to escape. The central lesson, however, is
that the system renders workers so psychologically dependent that they lose all sense of agency, they




undergo a sort of social death, in Orlando Patterson’s term.™ When they are liberated, they speak in
terms of new life, new agency. As one enslaved man on the Brasil Verde farm said: “When the police
arrived, I got courage. I got a new soul.””

Disruption and resistance

The Pereira case unleashed a series of efforts in Brazil to disrupt slavery. These were led by its
government, but also involved civil society actors, the private sector, and key development partners,
notably the ILO, US and Norway.” The efforts ranged from strengthening law enforcement, to restricting
access of firms connected to slavery to government finance, to awareness raising, data analysis and
technical assistance. This effort, over 25 years, is arguably the most sustained, sophisticated domestic
anti-slavery effort by any country in recent times. Between 1995 and 2000, it has rescued over 55,000
people from conditions of slavery.

Itis important to understand why this effort has been so successful. Yetitis also important to understand
the limits of that success. First, it is important to recognize that those rescued are just a small fraction of
all those who have likely been enslaved in Brazil during that period. The Global Slavery Index estimates
there are around 369,000 people enslaved in Brazil in any given year.” So even if there has been minimal
turnover in that population in the last 25 years, those rescued represent only around 15 in every 100
people enslaved. And since some of these rescues have been the same person being rescued more than
once, while there are also reasons to believe that the population of those affected changes over time, it
is likely that these 55,000 rescues represent significantly less than one third of the affected population.

Second, it is important to recognize that these disruption efforts have lost some momentum in recent
years. Figure 23, above, shows a clear growth of rescues from 1995 to around 2007, followed by a
decline. Our research interviews suggest this is not a result of a decline in the affected population, but
rather a function of steadily declining support (financial and political) for mobile labour inspections.
As the disruption strategy successfully raised the costs of association with slave labour, it engendered
resistance. This took the form of a counter-mobilization (using Choi-Fitzpatrick’s typology of resistance)
by those who benefited from the political economy of slavery, through judicial, political and extra-judicial
channels. Changing political dynamics have affected the State’s appetite for continued disruption. As
a result, there appears to be growing emphasis in Brazil on the need for business actors, including
off-shore lead firms and investors, to drive transformation of the governance of value chains in which
modern slavery arises - rather than for the State to drive disruption.

In this sub-section we explain how these dynamics of intervention and resistance have played out, and
what insights they offer for development actors going forward.

Mobilizing to disrupt slavery

The Catholic Church has played a long, complex but important role in challenging exploitative political
economies in Latin America. In the 1970s and 1980s, Brazilian civil society, the Catholic Church and the
CPT, led by Brother Xavier Plassat, a Dominican friar, were at the forefront of anti-slavery advocacy
both within Brazil and internationally. In the early 1990s, these efforts, also involving Anti-Slavery
International, led to the first National Programme to Eradicate Forced Labour (Programa Nacional de
Erradicacao do Trabalho Forcado).

It was the lodging of the Pereira complaint in the OAS system in 1994, however, that arguably jolted the
executive into meaningful action. In 1995, the Brazilian Government acknowledged before the UN Human
Rights Committee that there was forced labour in Brazil,” and moved to establish an Executive Group




to Combat Slave Labour (Grupo Executivo de Combate ao Trabalho Escravo, GERTRAF). This brought
together the Ministries of Justice, Environment, Water Resources and the Legal Amazon, Agriculture
and Supply, Industry, Commerce and Tourism, Agrarian Policy, and Welfare and Social Assistance,
under the coordination of the Ministry of Labour and Employment (MTE). GERTRAF strengthened
labour inspections, particularly through the creation of the Special Inspection Mobile Group (Grupo
Especial de Fiscalizacdo Movel), based in the Ministry of Labour, comprising labour inspectors, federal
police officers, labour prosecutors and, occasionally, federal highway police officers.” These teams carry
out surprise inspections, usually on the basis of information provided by workers, unions or labour
rights organizations, reporters and civil society bodies. When inspectors determine there are workers
suffering conditions of slavery, they ‘rescue’ them (see Figure 23, above), discharging them from service
and often requiring employers to provide back-pay. In some cases rescued workers are also eligible for
training or other services to support reintegration into the legal economy.*

Lessons learned from several years of mobile inspections led to the creation of mobile courts in 2002.
This transformed how inspections played out. Orders could be issued on the spot, with landowners’
assets frozen or even confiscated and used to pay enslaved workers stolen wages on the spot.* A labour
prosecutor describes what happened in one rescue of enslaved workers:

I filed the petition, requested blocking of funds and, on the spot, the judge granted the
request, connected to the Internet and blocked R$ 110,000 in the landowner’s account.
The same day, around 6 p.m., a small plane arrived at the estate bringing R$ 110,000
in cash, duly converted, and payment of the 92 workers began. Starting at around 7
p.m. and carrying on all through the night, until about 5 a.m., when the final payments
were made.”

This represents a powerful disruption of the slavers’ ‘domain’, bringing the State’s protection and
governmentality directly to workers.

In 2003 anew approach emerged, which sought to go further. President Lula settled the Pereira case, with
the Brazilian State accepting responsibility, and coordinated the Congressional pay-out described at the
beginning of this section. The settlement agreement also committed the States to a variety of preventive
measures, including programmes to monitor and repress forced labour in Brazil, and to raise awareness.
Following that settlement, with the support of the ILO and development partners including the U.S. and
Norway, the government rolled out a series of measures aimed at institutionalizing cooperation between
civil society, Government ministries and business to promote awareness of slavery and anti-slavery
efforts, and to raise the reputational costs of association with slavery.”

Two initiatives proved particularly significant. The first was the institutionalization of multi-stakeholder
dialogue and action to promote responsible business conduct. In September 2002 the Brazilian
Government had established a multi-sectoral Commission for the Eradication of Slave Labour (Comissdo
Nacional de Erradicacio do Trabalho Escravo - CONATRAE).* In 2003, with technical support from the
ILO, CONATRAE developed and published a National Plan to Eradicate Slave Labour (Plano Nacional
de Erradicacdo do Trabalho Escravo). This committed both government and civil society actors to 76
different actions, ranging from strengthening mobile inspections to training, awareness-raising, and
legal reforms. In 2005 this was formalized as a National Pact, signed by a range of 100 government, civil
society and, crucially, business entities, who committed to modernize labour relations in production
chains, avoid doing business with firms found to have used slave labour, monitor and report on progress,
and work to prevent and address modern slavery.” That number later swelled to more than 400 entities,
representing a third of Brazil’s GDP." Signatories included large firms exposed to Brazilian value chains,




including Cargill, Carrefour, Dow, McDonald’s and Walmart. Supporters argued that the Pact led to
numerous divestment actions where signatories found commercial partners represented an excessive
modern slavery risk.”

The second key piece of this approach grew out of this plan. It was a register of employers found
through inspections to have used slave labour, established by Decree No. 1.234 on 17 November 2003.*
This blacklist came to be known as the /lista suja, or ‘dirty list. The inspectors’ findings trigger a review
process during which employers have a right of response. The list is updated every six months. Names
stay on the list for two years, during which time the firm is expected to undertake certain remedial
actions identified by the labour inspectors (relating to labour management practices), after which they
are removed from the list.

The consequences of inclusion in this list were initially limited to reputational damage. Inclusion does
not constitute a legal ‘conviction’. But over subsequent years, the list has been used in increasingly
creative ways to restrict the participation of listed entities in capital markets and commerce. Many
slaughterhouses refused to purchase from producers included on the list. And from as early as 2003,
the federal authorities required that disbursement of certain development finances within Brazil
be restricted for those on the list.* Private lenders were not obliged to refrain from financing those
on the list, but increasingly began to do so, to avoid reputational damage and complications in their
own commercial relationships with government financing entities.” The Banco do Brasil, Banco da
Amazonia, Banco do Nordeste and BNDES all took this approach. Given the significant role that these
entities played at the time in the Brazilian financial sector, this began to have significant implications for
entities connected to the dirty list.” Some observers believe that these measures began to translate into
measurable impacts on company stock prices, with inclusion on the lista suja corresponding to drops
in stock price.”

This disruption has slowly taken on added legal force. The Federal Labor Prosecution service has sued
several private banks that appear to have violated a stipulation not to extend government-subsidized
credit to clients on the dirty list. And in 2013 the Brazilian state of Sao Paulo adopted a law (the ‘Lei
Bezerra’) that suspends for 10 years the sales tax collection authority of any business convicted on
grounds of using forced labour.” Since that is a necessary factor for doing business in the state, this has
the effect of barring these enterprises from doing business in Brazil’s most populous state and financial
centre. And it also effectively makes it illegal for financial institutions to support those operations’
activities in that marketplace during that period. In 2018, a major Brazilian fashion brand, M. Officer,
was found guilty of using slave-like labour and faced potential expulsion from the state for 10 years.”*

The organizations involved in the Pact also used the lista suja as a basis for more detailed risk analysis
and campaigning, with a particular focus on the cattle industry. In 2004, with the support of the National
Secretariat of Human Rights, the ILO and Reporter Brasil, aleading anti-slavery NGO, carried out a study
to identify the specific production chains exposed to the entities on the dirty list. Another study was
carried out in 2007, with a particular focus on the cattle production chain. In the same year, the Brazilian
Roundtable on Sustainable livestock (Grupo de Trabalho da Pecuaria Sustentavel) was established as a
voluntary multi-stakeholder initiative to bring together financial institutions, restaurants, retailers,
NGOs and universities, industry producers and service providers.” Greenpeace also drew attention to
the environmental impacts and labour rights violations in the cattle industry in its 2009 report A Farra
do Boi na Amazonia (‘Slaughtering the Amazon’).” These initiatives brought increased international

attention to these issues and started to attract the attention of major investors. In June 2009, the IFC
withdrew a USD 9o million loan to Bertin, one of the top Brazilian meatpacking businesses.” In October
2000, Brazil’s four largest meatpacking companies, JBS, Marfrig, Minerva and Bertin signed a zero
deforestation agreement with Greenpeace that also included a commitment to divest from suppliers on




the lista suja, or ‘dirty list.** In 2010, the Federal Public Prosecutor’s office (MPF) led a ‘Legal Beef’ (Carne

Legal) awareness-raising campaign directed at consumers, in an effort to raise the reputational cost of
exposure to the dirty list.

Counter-mobilizing resistance

Brazil’s mobilization against slavery was resisted from early on through counter-mobilization. This
has taken two forms: both uncoordinated subversion by business actors seeking to avoid inspection
and executive disruption of their coercive business models; and, increasingly through more concerted
counter-mobilization in judicial, legislative and executive channels.

Subversion can take more or less coercive forms. It has proven relatively easy for ranchers to work
around the dirty list through front companies.” One rancher found to have used slave labour bypassed
the list by selling the ranch in question and buying a new one in his daughter’s name."”’ In the early
days, inspection plans were frequently leaked by corrupted officials, though that has abated over time."
The ILO has documented various instances of cover-ups and subversion to avoid enforcement of anti-
slavery norms."” And there have been repeated intimidation and even attacks on officials and civil
society actors involved in anti-slavery efforts, including assassinations.”” Some of this may have ties
to the cattle industry: in 2015, false advertisements maligning the founder of Reporter Brasil, Leonardo
Sakamoto, were placed online - and later reported to be linked to JBS, though JBS denied it."*

This pattern of subversion has not only undermined accountability for slave labour in Brazil, but also
normalized organized contestation of enforcement efforts through judicial channels. In 2002, the
Labour Courtissued the first conviction for slave labour.” In 2004, another court set a crucial precedent
by requesting the seizure of an estate on which slave labour had been used. But relatively few slave
labour cases lead to convictions. And Brazil lacks a unified database to track allegations. Only one in
three violations identified by the Special Mobile Inspection Group seems to lead to prosecution.® Even
in the celebrated Pereira case, the landowner who owned the estate and whose employees murdered
Paran4 was never punished - instead transferring blame to the gafos that had recruited the workers."”
Once the dirty list was enacted, the National Farming Confederation filed suit at the Supreme Court
to contest its constitutionality. While this suit was unsuccessful, the tactic was repeated with more
success in 2014 by the Civil Construction Association. That case succeeded in obtaining the suspension
of the official publication of the list on due process grounds. As a result, the Labour Ministry stopped
updating the list until 2016 when another Supreme Court decision authorised the list to be published
again. (In the meantime, a multi-stakeholder group that had emerged from the National Pact, including
Reporter Brasil, bravely used freedom of information laws to obtain the results of labour inspections
and publish these itself as an unofficial ‘Transparency List’) The Civil Construction took the list back to
court in 2019, but in September 2020 the Supreme Court once again — and unanimously - affirmed the
constitutionality of the lista suja.

The period from 2008 also saw the growth of the “political attacks and public criticism” of anti-slavery
efforts noted by the UN Special Rapporteur on Contemporary Forms of Slavery, Gulnara Shahinian, back
in 2011 The Special Rapporteur noted the significant political power of agrarian interests at multiple
levels of government in Brazil. Local government officials, she wrote, were reported to be “one of the
biggest obstacles to combating forced labour”, finding that “some senior government officials were
themselves sometimes involved in the practice of slave labour”'” A 2009 ILO study likewise found that:

The roots of the situation regarding impunity for the use of slave labour, deforestation
and other crimes lie in the links between landowners and the federal, State and
municipal authorities. Many landowners exercise power and influence within various




national bodies, either directly, by holding political office in prefectures, municipal
legislative chambers, State governments and the National Congress, or indirectly,
through close links with individuals in public office who represent their interests.™

Political counter-mobilization has manifested in particular through opposition to an effort at
constitutional reform. In 1995, anti-slavery actors proposed a constitutional amendment in federal
Congress (PEC 438/01) to allow the expropriation of estates, without compensation, where slave labour
is used. The land was to be redistributed, with former slaves receiving priority access to the land. Rural
interests mobilized in the Federal Senate to delay the bill, and it was not until 2014, after significant
popular mobilization and advocacy, plus negotiation and compromise on the text, that the amendment
was adopted.™ Yet as of the time of writing, no implementing regulations have been approved, and
debate over those regulations has become the site of contestation between pro-business and pro-
worker forces.™

The cattle industry has become deeply entwined in Brazilian federal politics over the last two decades.
JBS was reportedly the largest political donor in the 2014 elections - to parties on different sides of
politics. Some elements of the administration of President Lula fought to strengthen anti-slavery efforts,
while others sought to protect agribusiness from those efforts.” Starting under President Rousseff,
successive administrations have reduced the budgets for labour inspections and prosecution related
to slave labour.™ President Temer made a member of the beel lobby his minister of justice, and both
Presidents Temer and Bolsonaro drew political support from hundreds of Congressional deputies with
ties to agribusiness and agrarian interests.” Even the downfall of President Temer served to underline
the power of the cattle industry in Brazilian politics: he fell as a result of the release of a secret recording,
made by a senior JBS executive, in which President Temer could be heard agreeing to JBS bribing
another, earlier Brazilian President. His successor, President Bolsonaro, took direct aim at PEC 438/01in
his election manifesto," and has criticized the amendment, suggesting that it was part of a larger effort
to turn Brazil into a ‘communist’ state and arguing that labour standards should, if anything, be made
more flexible to ensure Brazil’s commercial competitiveness." The Bolsonaro Government has also
supported counter-legislation seeking to redefine the conduct considered to amount to ‘slave labour’
under Brazilian law, specifically questioning the reliability of definitions in relevant ILO Conventions.™

From disruption to transformation

The organized opposition to anti-slavery efforts that has emerged in Brazil over the last decade has in
turn induced a subtle but important shift from anti-slavery actors. The focus of efforts between 1995
and 2010 was on increasing the reputational, legal and financial costs of the use of slave labour - what
we term, in Chapter 2, a ‘disruption’ strategy. Since around 2014, efforts have arguably shifted to put
more emphasis on what we term, in Chapter 2, ‘transformation’: strengthening governance of settings
in which exploitation occurs - in this case, in the context of supply chains.

This approach places more emphasis on business leadership, and less on State intervention. In 2014,
the National Pact to Eradicate Slave Labour was institutionalized by the creation of the Institute for the
National Pact to Eradicate Slave Labour, or InPACTO. This is a trade-oriented partnership focused on
collaborative efforts amongst its dues-paying members committed to the terms and objectives of the
National Pact. Where the National Pact was governed by a steering committee that included the ILO,
InPACTO is governed by a Board of Directors from different parts of the Brazilian economy. InPACTO
creates sector-specific working groups to foster p