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Exploitation∗
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Abstract

International human trafficking of women for commercial sexual
exploitation (henceforth trafficking) is an economic activity in which
organizations try to make profits. Trafficking has been identified as
a form of modern-day slavery and is a worldwide problem which
has grown rapidly in the last decades. Despite this, the economics
literature on trafficking is small, which is somewhat surprising given
that the economics of immigration as well as the economics of crime
are both large areas of research. We review the existing economics
literature on trafficking with a particular focus on the gaps in this
literature. We also describe the datasets that have been and can be
used in studying trafficking and we point to future areas of research.
We believe that economists have a lot to contribute to the knowledge
of the determinants of trafficking and, as more and improved data
becomes readily available, the possibilities for credible quantitative
research in this area will grow.
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1 Introduction

International human trafficking of women for commercial sexual exploitation
(henceforth trafficking) has been identified as a form of modern-day slavery and
is a worldwide problem which has grown rapidly in the last decades (Bettio and
Nandi 2010; Hodge and Leitz 2007). According to the European Commission
(2009), trafficking in human beings is a serious crime and gross violation of
human rights and efforts to reduce it is highly prioritized in many countries.
Governments throughout the world view human trafficking as a component of
organized crime and the average punishment for traffickers is comparable to that
of other types of serious transnational crimes (Morrison and Crosland 2001).
Trafficking is also regarded as a crime against humanity in the Statute of the
International Criminal Court (Article 7.2).

It has been difficult to reach a consensus on how to define trafficking and it
was not until 2000 that the UN General Assembly adopted a common definition,
referred to as the Palermo Protocol, which defines trafficking as: “ ‘Trafficking
in persons’ shall mean the recruitment, transportation, transfer, harboring or
receipt of persons, by means of the threat or use of force or other forms of
coercion, of abduction, of fraud, of deception, of the abuse of power or of a
position of vulnerability or of the giving or receiving of payments or benefits
to achieve the consent of a person having control over another person, for the
purpose of exploitation.”

In the present chapter we review the economics literature on trafficking,
describe the datasets that have been and can be used in studying trafficking, and
point to future areas of research. The economics literature on trafficking is small,
which is somewhat surprising given that the economics of immigration as well
as the economics of crime are both large areas of research. One likely reason for
this is, we argue, the limited amount of reliable and detailed data on trafficking.
Nonetheless, it is our firm belief that economists have a lot to contribute to
knowledge of the determinants of trafficking and, as more and improved data
becomes readily available, the possibilities for credible quantitative research in
this area will grow.

A starting point from which to consider the choices made by agents in the
market for trafficking is the identification of those agents’ intentions. Trafficking
is an economic activity in which organizations try to make profits (Salt 2000;
Salt and Stein 1997). Traffickers will only sell persons for sexual exploitation
when market conditions make it profitable (UNODC 2009). Evidence suggests
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that human traffickers belong to organized criminal organizations and that they
act as businessmen trying to maximize profits (e.g. Anderson and O’Connell
Davidson 2002; Hodge and Leitz 2007; Salt 2000; UNODC 2006; UNODC 2009).
Therefore a rational choice perspective on trafficking seems plausible and may
yield important insights.

The present chapter is organized around the three main themes that economists
have been researching in relation to trafficking. First we will review the research
on what determines which type of country people are trafficked to (Section 2).
In the next section (Section 3) we will describe the main findings with regard
to the determinants of which types of country people are trafficked from. The
final review section (Section 4) goes through the few attempts to date to build
a coherent picture of the determinants of both destinations and sources of traf-
ficking. The focus of each section is to describe the underlying theories, the
available data sets and the main findings of the literature. The final section
(Section 5) summarizes the chapter, discusses gaps in the economics trafficking
literature and suggests possible areas of future research. A table in the Ap-
pendix summarizes information about the data on trafficking that have been
used in this research.

2 What factors determine where people are traf-

ficked to?

The economics studies investigating the determinants of where people are
trafficked to have, in recent years, adopted a rational choice framework whereby
the profitability of trafficking to a given country hinges on the characteristics
of that country’s market for commercial sex. The main focus has been on
the relationship between prostitution laws and trafficking to a country, but
other aspects of migration and market structure have also been considered. The
economics papers studying these issues are Di Nicola et al. (2005), Danailova-
Trainor and Belser (2006), Jakobsson and Kotsadam (2010; 2013) and Cho et
al. (2013).

The starting point is usually an acknowledgement that trafficking for sexual
exploitation is an economic activity driven by profit motives and that state ac-
tion or inaction is decisive for structuring profit possibilities. From this point of
departure theoretical predictions have been deduced. Jakobsson and Kotsadam
(2010; 2013) argue that a crucial factor for the profitability of commercial sex is
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the legal framework surrounding it. Aghatise (2004) argues that it is impossible
to combat trafficking where prostitution is sanctioned. This is also the position
taken by several governments and it has been an explicit motivation for crimi-
nalizing the buying of sex in Norway (Ot.prp. nr.48) and Sweden (Proposition
1997/98: 55) and the US government took a strong position against legalized
prostitution using this argument (US Department of State 2004). But as we will
see later, theoretically the relationship between prostitution legislation and traf-
ficking inflows is ambiguous. Using the fact that national prostitution legislation
differs considerably between countries, several recent articles test the hypothe-
sis that harsher legislation surrounding commercial sex reduces the amount of
trafficking to a country (Jakobsson and Kotsadam 2010; 2013; Cho et al. 2012).

The theoretical arguments for why harsher prostitution laws should affect
trafficking follow a simple cost and benefit reasoning. Danailova-Trainor and
Belser (2006) view trafficking as an exchange between recruiters and exploiters
in an illicit market. A recruiter abducts (or recruits) a victim in their coun-
try of origin and sells him or her to a brothel owner in a destination country.
Jakobsson and Kotsadam (2013) assume vertical integration, with recruiters
and brothel owners operating within the same business. Evidence does suggest
that human traffickers belong to organized criminal bodies and that they act as
businessmen trying to maximize profits (e.g. Salt 2000; UNODC 2006; UNODC
2009). Organized crime has as its major goal the maximization of profits and
its success depends on there being exploitable markets (Morrison and Crosland
2001). Thus, the decision made by a trafficker depends on the profit poten-
tial. The more profit that can be made in a specific country, the higher is the
likelihood that persons will be trafficked to that country. As always, the profit
is a function of revenues and costs. The revenues are a function of the price
and the quantity sold and should therefore depend positively on the size of the
market and the per capita income in the destination country. The costs for the
trafficker can be divided into costs for entering a country, such as travel and
smuggling costs, and costs for running the business once in the country, such as
costly discretion, etc. If the trafficker finds that the benefit exceeds the costs
then trafficking to a country will take place.

Important factors for the traffickers’ revenues are the purchasing power and
the size of the population in countries of destination. Large markets and cus-
tomers with a high willingness to pay make it more profitable to traffic the
women to high-income countries than to low-income countries. Since the de-
ception of migrants is common and since there are fixed costs in establishing
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migration routes, is also argued that increased immigration to a country reduces
the costs of trafficking (Jakobsson and Kotsadam 2013). With more immigra-
tion to a country, illegal immigration activities may be detected less frequently
and the cost of trafficking to that country is lower as routes and networks are al-
ready established. However, as argued by Danailova-Trainor and Belser (2006),
with more legal migration possibilities trafficking may actually decrease since
those wishing to migrate may feel less compelled to deal with human smugglers,
who are thought likely to be traffickers. Another important factor determining
the costs is the ease or difficulty of setting up and running organized criminal
activity in a country. The rule of law and the competence of the police force
are two elements that are likely to be important in this respect.

The legal framework surrounding prostitution is crucial since it affects the
profit function. It is likely to affect the supply of trafficked women directly
by increasing the costs associated with day-to-day aspects of prostitution since
street prostitution is not viable. However, an argument can also be made that
the composition of the prostitutes changes in such a way that trafficking in-
creases (Cho et al. 2013; see more on this below). Relatedly, the legal structure
may affect the costs for traffickers as the principal agency relationship may be
altered. For instance, criminalization may increase the monitoring cost of pimps
of trafficked prostitutes and as such legalization may imply lower variable costs
for voluntary prostitutes who may therefore drive out trafficking from the mar-
ket. With criminalization, the variable costs may increase relatively more for
voluntary prostitutes so that trafficking increases as a result. Laws criminalizing
prostitution are likely to affect the demand for prostitution as well, especially
if buying sex is illegal. A direct effect would be that people refrain from buying
sex since they are afraid of getting caught. There might also be an important
indirect effect working through the normative function of the law (Kotsadam
and Jakobsson 2011; Jakobsson and Kotsadam 2010, 2013, 2014). Prostitution
laws affect the stigmatization of buying and selling sex, which influences the
profit function. Della Giusta (2010) and Della Giusta et al. (2008) argue that
policies that reduce the stigma associated with supplying sex would increase the
marginal net gain of supplying prostitution and the marginal willingness to pay
for it would rise. Policies that increase the stigmatization of clients are expected
to reduce the marginal willingness to pay, the quantity sold and the equilibrium
price. This framework leads Jakobsson and Kotsadam (2013) to expect that
slacker prostitution laws lead to more trafficking for sexual exploitation. More
specifically, they expect most trafficking to countries where prostitution is legal
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and regulated, least in the countries where buying and/or selling sex is illegal,
and flows in-between in countries where it is legal to buy and sell but illegal to
profit as a third party (pimps or brothel owners).

Cho et al. (2013) emphasize the important fact that, a priori and theoreti-
cally, the effect of prostitution laws on trafficking is uncertain. This is because
the legalization of prostitution may have two contradictory effects on the amount
of trafficking – a substitution effect away from trafficking and a scale effect in-
creasing trafficking. The scale effect consists of more prostitution once it is legal,
and if the share of trafficked victims remains constant the amount of traffick-
ing increases. Kotsadam and Jakobsson argue that the share of trafficking may
increase as the opportunity to gain money is increased. However, as Cho et al.
(2013) argue, it is a priori equally likely that the composition of the prostitutes
may shift towards more national women or non-national women with working
permits. As prostitution is legalized it should be easier to recruit local women
to the business. We agree that the question is an empirical one and furthermore
we argue that the degree of the different effects is likely to be heterogeneous
across countries depending on, for example, the degree of available employment
for women or the level of prosperity.

A recent theoretical contribution by Lee and Persson (2012) further comple-
ments the reasoning around the links between prostitution laws and trafficking.
In their framework, criminalizing the sale of sex disadvantages voluntary pros-
titutes relative to traffickers who do not internalize the criminal penalties borne
by their victims. In addition, criminalizing the purchase of sex raises men’s
valuation of marriage relative to sex, which in equilibrium reduces the supply of
voluntary prostitutes since more women opt to marry instead. But it does not
affect the supply decision of traffickers who do not internalize the value of alter-
native life choices they deprive their victims of. Either form of criminalization
thus primarily crowds out voluntary prostitutes such that, when voluntary pros-
titution plays a significant role, they increase the price of commercial sex and
hence the profit opportunities for traffickers. However, when voluntary pros-
titution is insignificant, criminalization does reduce trafficking. Thus, in this
setting, neither legalization nor criminalization unambiguously reduces traffick-
ing. Lee and Persson (2012) propose a third option. This is to have regulated
prostitution combined with severe punishment for those who purchase unregu-
lated sex.

The available data on trafficking is limited and unsatisfactory in many ways
and we strongly encourage efforts to collect better data. To overcome some of
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the problems, Jakobsson and Kotsadam (2013) use two different datasets. In
this section we describe the datasets used, as well as their limitations.

Jakobsson and Kotsadam’s (2013) first dependent variable (Trafficking) cap-
tures the amount of trafficking to a country. It ranges from 1 for countries with a
low inflow of trafficking to 5 for countries with a high inflow of trafficking. The
data was constructed by the United Nations Office on Drugs and Crime and
includes information from 113 institutions providing human trafficking informa-
tion in 161 countries from 1996 to 2003 (UNDOC 2006). The institutions consist
of governments, national criminal justice organizations, international police or-
ganizations, non-governmental organizations, research institutes, universities,
news agencies, and newspapers. Twenty-four percent of these institutions were
international, 26 percent were Western European, 14 percent North American,
13 percent Asian, while the rest came from other parts of the world. One of the
main objectives of the database was to gather comparable data (Kangaspunta
2003).

A content analysis of the publications by these institutions was made and
4,950 accounts of trafficking were found. If a country was referred to as a tran-
sit, origin or destination country, it was recorded in the database and Jakobsson
and Kotsadam (2013) focus solely on destination countries. If one organization
referred to the same occasion several times it was only counted once. In order
to further minimize the problem of different organizations referring to the same
instance of trafficking, efforts were made to refer to the primary source only. It
is important to emphasize once again that the dataset counts occasions and not
victims, so that a document finding one trafficking victim results in one citation
in the database, as does a document that finds 300 victims. The citations for
destination countries range between 0 and 40. If a country got one (1) citation
as destination country, it got the score Very low, 2–3 citations was recorded
as Low, 4¬–10 Medium, 11–24 High, and 25–40 Very high. Thirty-nine Euro-
pean countries are included in this dataset. Among these, three countries score
Very low, four countries score Low, 16 countries score Medium, 10 countries
score High, and six countries score Very high. The countries are listed in the
corresponding categories in Table 1 below.

That a broad range of institutions was used as sources improves the data
quality. Thirty-two percent of the data comes from international organizations,
27 percent from governmental organizations and 18 percent from research in-
stitutions. Despite such a broad range of reporting institutions there are some
problems with the data. It only uses sources in English, French, Spanish and
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German and 40 percent of the source institutions are in Western Europe or North
America, which may create a bias. As argued in UNDOC (2006), the emphasis
on Western source organizations may lead to a geographical bias. For this rea-
son the analysis in Jakobsson and Kotsadam (2013) is of European countries.
In the European sample it is not necessary to control for laws against trafficking
since such laws are in force in all countries except Estonia. Estonia, however,
criminalized aspects of trafficking via related offences (UNODC 2009). It can
also be argued that law enforcement is quite similar in these countries, so that
using the classification of legal regulation is actually meaningful for this sample.

As a complement to the UNDOC data, Jakobsson and Kotsadam (2013) also
use a dataset constructed by Danailova-Trainor and Belser (2006) from ILO (In-
ternational Labour Organization) data. The database is constructed from 2,092
reports containing quantitative information on trafficking 1995–2004. Country-
level estimates on trafficking victims for sexual exploitation are created by using
the average of the available estimates in the ILO database. As Danailova-Trainor
and Belser (2006) argue, this data is not ideal since the underlying data may
be of bad quality and contain similar problems as pure official statistics on
trafficking (which we discuss below). This variable only contains data from 31
European countries so missing data may also be a problem (not confined to
Europe, the data includes 74 countries).

Yet another possible dataset to be used in assessing trafficking is official
victim data. However, Jakobsson and Kotsadam (2013) argue against the use of
this sort of data due to its several problems. The most obvious problem is that
countries with plentiful resources and good legal systems may detect a lot of
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trafficking even though the problem of trafficking may not be as severe as in other
countries. For criminal data to exist there must be a law, the law enforcement
agencies must care enough to act on the problem and be capable of doing so,
there must then be a system of data collection and a willingness to provide
the data to international organizations. Furthermore, the legal definition of
trafficking varies between countries and this may also result in large differences
in official records.

The independent variable of main interest in Jakobsson and Kotsadam (2013)
is Law, which measures the degree of slackness in the prostitution legislation. It
is a categorical variable ranging from 1 to 3. The classification is made accord-
ing to the well-known categorization of prostitution policy regimes (Outshoorn
2004), whereby neo-abolitionist countries are grouped together with prohibi-
tionist countries. Countries where buying and/or selling sex is illegal are coded
as 1. Countries where it is legal to buy and sell sex but where procuring (e.g.
pimping and running a brothel) is illegal are coded as 2. Countries where it
is legal to buy and sell sex, pimp or own a brothel are coded as 3. The cat-
egorization was based mainly on the 2003 Country Reports on Human Rights
Practices from the Bureau of Democracy, Human Rights and Labor. It should
be noted that this categorization does not take law enforcement into account,
nor the fact that the severity of the punishment differs between countries in the
same category. Legal data exist on 46 European countries; in 18 of these prosti-
tution is illegal, in 20 countries prostitution is legal but procuring is illegal, and
in eight of the countries both prostitution and procuring are legal. In Table 2
these countries are listed. To take into account the fact that laws are followed
to different degrees in different countries and to control for how easy it is to be
engaged in organized crime, Jakobsson and Kotsadam (2013) include rule of law
(from the World Bank Aggregate Governance Indicators) and heroin smuggling
(from UNDOC) as controls.

In line with their hypothesis, the descriptive statistics in Jakobsson and
Kotsadam (2013) show that countries with harsher prostitution laws are less
subjected to trafficking. In Table 2, each of the 39 European countries in their
sample is listed according to the combinations of legal regulation of prostitution
and prevalence of trafficking (Trafficking). Among the 13 countries where pros-
titution is illegal, only one scores High on trafficking prevalence (Bosnia and
Herzegovina), and no country in this group scores Very high. In the group of
18 countries where prostitution is legal but procuring is illegal, seven countries
score High and two countries score Very high. Where both prostitution and
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procuring is legal (seven countries) two score High and four score Very high on
trafficking prevalence. Although this represents indicative evidence that sup-
ports the hypothesis, there may be other factors correlated with both national
legislation and trafficking, such as income per capita, population, the rule of law,
migration patterns, or organized criminal activity, as described above. Control-
ling for these other factors that may be of importance for trafficking inflows,
the results still hold. In accordance with their theoretical predictions, Jakobsson
and Kotsadam find that the trafficking of women for commercial sexual exploita-
tion is least prevalent in countries where prostitution is illegal, most prevalent
in countries where prostitution is legalized, and in-between in those countries
where prostitution is legal but procuring illegal. However, these results should
be regarded with care since the data is problematic in several ways.

As the authors (Jakobsson and Kotsadam, 2013) point out, it should be

9



noted that they investigate the quantity of trafficking (as expressed by imper-
fect data) and not the total welfare consequences of criminalizing the purchase
of sex. Harsher prostitution laws may lead not only to decreased quantities of
prostitution but also to increased violence and other related acts of criminality,
as well as increased stigmatization for women working in these markets. As we
discuss in the final section, it may also reduce the number of women working on
the streets, which is likely to be more dangerous than working in an apartment.
When considering the best legal structure surrounding the market for prostitu-
tion and trafficking, all these aspects should be taken into account and more
research is needed on them all.

Cho et al. (2013) extend Jakobsson and Kotsadam’s (2013) analysis to a
worldwide sample of up to 150 countries and similarly find that legalized pros-
titution increases human trafficking in 116 non-poor countries. Their marginal
effects implies that legalized prostitution increases the probability of being in
the second highest trafficking category by almost 13 percentage points, and
decreases the probability of being in the lowest category by more than five per-
centage points.

To supplement the quantitative analysis, Jakobsson and Kotsadam (2013)
also investigate two cases of legal change and its effect on trafficking (Norway
and Sweden). The hypothesis of reduced trafficking from harsher laws is largely
supported in these cases. Cho et al. (2013) also conduct case studies of Sweden,
Germany and Denmark. Both the cross-country comparisons between Sweden,
Denmark and Germany and the temporal comparison within Germany over
time and during a legalization of prostitution suggest that trafficking increases
as prostitution becomes legalized.

The results relating to where people are trafficked to consistently show that
there is more trafficking to countries with slacker prostitution laws. Two more
studies confirm this view. Danailova-Trainor and Besler (2006) study what de-
termines trafficking flows. Using country-level estimates of trafficking victim
data they find that countries that are more open to globalization and countries
with more prostitution are more likely to be destination places for trafficking
victims. Another early study which tries to evaluate the effect of national pros-
titution legislation on trafficking was made by Di Nicola et al. (2005). Exam-
ining official victim data from eleven EU countries, they argue that less harsh
prostitution legislation may cause more trafficking victims. This conclusion is,
however, drawn from a very small sample (11 countries) and from descriptive
statistics.
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3 What factors determine where people are traf-

ficked from?

Another important line of the economics research on trafficking is investi-
gating the mechanisms in the sending countries, which can enlighten the on-
going debate and policy process in the attempts to reduce human trafficking
for commercial sexual exploitation. While it has been argued that factors such
as poverty, inequality, limited immigration possibilities and the social and eco-
nomic marginalization of women are likely to play a significant role, until very
recently there had not been any research on this issue. The economics papers
studying this issue are Della Giusta et al. (2008), Bettio and Nandi (2010),
Omar Mahmoud and Trebesch (2010) and Rao and Presenti (2012).

One dataset that has been used is survey data of trafficking victims from
Eastern Europe and ex-Soviet states from the International Organization for
Migration (IOM), the Counter-Trafficking Module Database. Della Giusta et al.
(2008) use this data to study victims of trafficking for sexual exploitation. Of the
5,117 females in the sample, 89 percent were trafficked for sexual exploitation.
The countries of origin of these women were Eastern European and ex-Soviet
states. Their salary before being trafficked was USD 52 per month; the amount
they were being sold for was about USD 4,659 per month. Eighty-four percent
were recruited via personal contacts, TV and Internet advertising accounted
for 7 percent, 5 percent were kidnapped and 1 percent sold by their family.
Also using the IOM data, Bettio and Nandi (2010) investigate which factors
influence the violation of basic rights (physical integrity, free movement, access
to medical care, the use of condoms and the exercise of choice over sexual
services) among trafficked women. They find that working location and country
of work are the main determinants of rights enforcement, while individual and
family characteristics play a marginal role.

One of the most common hypotheses in this literature is that trafficking is
the result of migration pressures in combination with closed borders (e.g. Omar
Mahmoud and Trebesch 2010; Wheaton et al. 2010). A situation where more
people want to migrate than is legally possible is said to create a lucrative mar-
ket for criminal organizations. Once these organizations exist, they diversify
into not only people smuggling but also forced trafficking. Omar Mahmoud
and Trebesch (2010) develop this line of argument most fully, arguing that two
channels should have us predict that trafficking will increase more than propor-

11



tionally with larger flows of emigration (on top of the mechanical relationship
which stems from the fact that every migrant faces the risk of being trafficked).
The first reason is that recruitment costs are lower as it is easier to find potential
victims and traffickers can also free ride on other smugglers’ facilities (e.g. false
documents industries or border-crossing organizations) and reputation. They
derive the second reason for the relationship between emigration and trafficking
from the economics of immigration literature, stating that higher emigration
flows lead to more negative self-selection into migration. Areas with relatively
more emigration are often more disadvantaged to start with and people from
those areas are likely to be more desperate and take more risks. In addition, a
common argument is that more emigration from an area reduces the marginal
cost of migration and hence poorer and less educated migrants will be able to
migrate (e.g. McKenzie and Rapoport 2010). It is argued that the negative
self-selection makes it easier for traffickers to deceive people (Wheaton et al.
2010).

The migration pressures in turn are the result of absolute and relative
poverty. When people are very poor they become desperate and when there
are large regional inequalities the potential gains from migration are higher. As
Omar Mahmoud and Trebesch (2010) argue, the two channels of lower recruit-
ment costs and negative self-selection may also be mutually reinforcing: the
negative self-selection may have feedback effects on network quality so that the
network of migrants are worse at protecting themselves. Omar Mahmoud and
Trebesch (2010) empirically investigate the determinants of where people are
trafficked from. They do not only investigate trafficking for sexual purposes,
but all types of trafficking. The definition of trafficking in the paper is a sit-
uation where the individual was coerced and forced to work for little or no
reward.

Omar Mahmoud and Trebesch (2010) use two datasets. The first dataset
consists of household surveys from five Eastern European countries (Belarus,
Bulgaria, Moldova, Romania and Ukraine) and 5,513 households from 82 re-
gions. These data were collected by the International Organization for Migra-
tion (IOM) in 2006 (see IOM 2006). In total, 1,563 of these households had a
migrant family member and 7 percent of these (108 households) reported hav-
ing had a trafficked household member. Out of these, 22 reported that the type
of trafficking was to the sex industry. As trafficking for sexual exploitation is
highly stigmatized, Omar Mahmoud and Trebesch (2010) argue that the data
probably suffers from reporting bias. The second dataset comes from Moldova,
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the Eastern European country which is most affected by human trafficking, and
includes 1,679 migrants from 211 localities.

In line with their theoretical predictions Omar Mahmoud and Trebesch
(2010) find more reported trafficking in areas with larger emigration, and they
argue that the reasons for this are likely to be a combination of lower recruit-
ment costs and more negative self-selection. They find migration prevalence
to be a predictor of human trafficking. A one-percentage point increase in the
share of migrant households in a region is associated with a 0.056 percentage
point higher likelihood of having a trafficked family member (or a 5 percent in-
crease in the predicted probability). With respect to regional poverty, rurality
or infant mortality, they find no indications of such factors being important for
the incidence of trafficking once migration prevalence is controlled for. Nor do
they find any correlation between criminal activity in the region and trafficking.

Rao and Presenti (2012) use the UNDOC data presented above (which was
used by Jakobsson and Kotsadam (2013), and Cho et al. (2013) to study re-
ceiving countries) to study the relationship between two main variables (GDP
per capita and gender inequality) and the outflow of trafficking from a country.
The sample is global and includes 118 countries. Interestingly, this paper links
trafficking to migration by testing two hypotheses that originate in the economic
immigration literature. They investigate how gender equality and poverty are
related to trafficking and they connect their findings with findings from the more
general migration literature.

The relationship between gender inequality and trafficking is often assumed
to be positive, with increased gender inequality unambiguously leading to more
trafficking. As Rao and Presenti (2012) argue, two different mechanisms are
likely to be at play in such a relationship. First, if trafficking victims are a sub-
set of female economic migrants, incomes in the country of origin and possible
incomes abroad are generally compared and are a function of gender equality.
Second, women in countries with less gender equality are likely to be valued
less, which increases their general vulnerability and the likelihood of their be-
ing sold to traffickers. They measure gender inequality with four variables:
women’s literacy, sex ratios, the female-male income ratio, and the female-male
life expectancy ratio.

The relationship between poverty and trafficking is also generally assumed
to be positive, with poor women deciding to migrate illegally and thereby at
greater risk of being trafficked. Rao and Presenti (2012) nicely connect this to
the immigration literature and thereby reach a more nuanced hypothesis. In the
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migration literature, the relationship between poverty and migration is assumed
(and often found to be) negative. The reasons are the costs of migration, which
work to deter the poorest segments of the population. Furthermore, the richest
have little incentive to migrate, leaving middle-income people as the most likely
migrants. Indeed, their countries of origin and migration data show an inverse
U-shaped relationship between migration and income. They conclude this may
be true for trafficking as well. Income is measured as GDP per capita, but they
also include a headcount ratio of poverty.

In testing these two hypotheses they control for being a transition econ-
omy, population, landlockededness, conflicts and rule of law. The main result
is that women’s literacy and low sex ratios had no statistically significant rela-
tionship to trafficking. However, the female–male income ratio was positively
and statistically significantly related to trafficking incidence. The female–male
life expectancy ratio was also positively and statistically significantly related to
trafficking origin, but not in all specifications. That is, trafficking is not more
likely in countries with greater gender inequality. With respect to income and
poverty they find that it is not the poorest countries of the world that have
the most trafficking. Similarly to the general literature on migration they find
that the relationship between GDP per capita and trafficking has an inverted
U-shape. That is, both the richest and the poorest countries were less likely
to appear as sending countries in the reports in the UN trafficking database.
Rao and Presenti (2012) argue that these results indicate that it is in societies
permissive enough to allow women to travel alone and be potential economic
migrants that trafficking has the most potential to originate.

4 Papers that integrate sending and receiving coun-

tries

There are a few economics papers that work toward integrating the analysis
of trafficking to include both sending and receiving countries (Wheaton et al.
2010; Akee et al. 2011; Cho 2012). Akee et al. (2011) presents a two-way
bargaining model where trafficking arises as a consequence of a middleman’s
response to buyers’ willingness to pay for sex in host and destination countries.
Victim protection programs and law enforcement against prostitution affect the
probability of discovery and work stoppage. The implications of the model
depend crucially on the elasticity of buyer demand: if demand is inelastic an
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increase in the risk of discovery in the destination country will raise the buyers’
willingness to pay in that country and increase the inflow of trafficking. An
increase in the risk of discovery in the source country will increase buyers’ will-
ingness to pay there and thus discourage the outflow of trafficking. As argued
by Cho et al. (2013), the above model does not tell us very much about the
effect of the legalization of prostitution since it is implicitly assumed that the
legalization of prostitution is equal to laxer enforcement of anti-trafficking laws.
And, by equating the legal status of prostitution with different degrees of law
enforcement with respect to human trafficking, they do not account for other
demand and supply effects that prostitution legislation may have on trafficking.

Akee et al. (2011) use data from the Trafficking in Persons Report (US De-
partment of State 2003), and the Protection Project Country Report (2002) to
construct two sets of information of each country: (i) if the country is receiving
international trafficking, sending victims, if it is both sending and receiving, or
if it does neither, and (ii) they identify the trafficking links between countries.
From this information they constructed a binary variable for all potential send-
ing and receiving pairs of countries. Information about the legal framework is
taken from the Protection Project Country Report (2002).

Of the 187 countries in their dataset, 42 countries are sending countries, 45
are receiving countries, 66 are both senders and receivers, while 44 countries
have no reports of trafficking (or less than 100 cases). Using this data they esti-
mate a gravity model to examine the trafficking flows. The dependent variable
is a binary variable indicating if there are any reported cases of trafficking from
each possible pair of countries. Independent variables are if receiving countries
grants legal amnesty to trafficking victims and if prostitution is banned (they
do not provide any information on the coding of the legal variable, or which
countries that are included in the different categories), and there are a num-
ber of control variables commonly included in empirical migration models (e.g.
GDP in both countries, distance between the countries, common border, region,
and political conditions). Their probit estimations show a positive relationship
between granting amnesty for trafficking victims and being a receiving country
(the marginal effect varies from 0.8 to 5.7 percentage points depending on which
other factors are controlled for in the estimations). They find a statistically in-
significant and very small relationship between being a receiving country and
banning prostitution (marginal effects varies from 0 to 0.2 percentage points);
the marginal effects for being a sending country are very small (marginal effects
varies from 0.1 to 0.5 percentage points) and statistically insignificant.
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Recognizing that there may be endogeneity problems regarding trafficking
flows and giving amnesty to trafficking victims – it may, for example, be the
case that countries with many trafficking victims implement such laws – they
propose an instrumental variable approach to control for this. Using legal origin
and settler mortality as instruments that they argue affect the likelihood of
implementing amnesty laws but not affecting trafficking flows when controlling
for observed factors, they still find a positive ship between being a receiver
of trafficking and granting amnesty to trafficking victims. For some of the
specifications the relationship between prostitution bans and trafficking becomes
statistically significant, but still with very small marginal effects, and the reason
that the prostitution legislation effect becomes statistically significant is possibly
due to the change in the sample resulting from the inclusion of settler mortality
as an instrument. Furthermore, as Cho et al. (2013) points out, prostitution
legislation is still regarded as exogenous. More problematic, in our view, is
the exclusion restriction of the instrument. While settler mortality affected
settlements it is not clear what the settlers might have brought with them.
The instrument was first used by Acemoglu et al. (2001) to control for the
endogeneity of institutions and was later forcefully criticized by Glaeser et al.
(2004), since the settlers may have brought other things, such as human capital,
guns, germs and steel. With respect to a specific law, as the instrument is used
here, it is even less likely that the exclusion restriction holds. Nonetheless, we
think it is a good first attempt to deal with some of the endogeneity issues in
this line of research.

In a theoretical contribution, Wheaton et al. (2010) present an economic
model of human trafficking encompassing trafficking for sexual and other pur-
poses. In their model they consider three types of agents in the trafficking
market, namely vulnerable populations making up the pool of potential mi-
grants, employers with demand for cheap, yet diversified labor, and traffickers
as intermediaries. The market is argued to be one characterized by monopolistic
competition with many traffickers and employers, but with differentiated prod-
ucts. That is, the trafficked victims are assumed to differ on essential attributes
and the trafficked persons can be used for different purposes. To increase the
costs of employers using trafficked labor and to increase the costs for traffickers
(whether through direct costs or increasing the probability of going to prison)
and to lower the need to relocate and the vulnerability of those who do relocate
is argued to be ways to decrease trafficking in general. The empirical questions
are left for future studies as data becomes available.
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In a recent contribution, Cho (2012) conducts a comprehensive empirical
analysis of both sending and destination countries for human trafficking. Con-
ducting an extreme bounds analysis, running more than two million regressions,
she tests the robustness of 145 variables. She uses three datasets with informa-
tion on trafficking: the UNODC index covering 161 countries and aggregated
numbers over the period 1996–2003; the United States Department of State
(2001–2011) which categorizes countries into major destinations/origins based
on the classification of whether a country experiences more than 100 reported
cases of in/outflows in a given year and includes 190 countries; the Interna-
tional Labor Organization (ILO) data described above (and used by Jakobsson
and Kotsadam, 2013) which provides the aggregate number of trafficking cases
during the 1995–2000 period, covering a maximum of 74 countries.

Cho (2012) finds that crime prevalence is an important factor both for send-
ing and destination countries when controlling for migration. She investigates
70 push and 63 pull factors suggested in the trafficking literature in a sample of
up to 180 countries. Contrary to previous literature, she does not find migra-
tion to be a consistent predictor of trafficking. Cho (2012) also finds that gender
discrimination and low development indicators of the vulnerability of people to
trafficking do not demonstrate robust effects, while some gender-related indi-
cators such as high fertility rates have constraining effects that are contrary to
expectations. As the majority of victims are female one would expect gender
discrimination to be of importance. Cho (2012) finds no robust relationship be-
tween any of the gender-related indicators (female literacy, years of schooling,
labor-force participation, or economic, social and political rights) and inflow or
outflow of trafficking. This average relationship may mask substantial hetero-
geneity and nonlinearities, however. As Cho (2012) herself point out, women
need to have sufficient autonomy to migrate in the first place.

With respect to prostitution laws, Cho (2012) finds them related to traffick-
ing inflows, but the relation is not statistically significant in the global sample:
only for a sample of richer countries is the finding statistically significant. This
is well in line with the work of Jakobsson and Kotsadam (2010, 2013), who find
the same relationship for 37 European countries. Whether this is due to rule of
law, different enforceability of prostitution laws or income in itself is not clear.

5 Discussion

In this chapter we have presented the recent contributions of economists
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to the questions of what factors determine where people are trafficked to and
what factors determine where they are trafficked from. We have argued that
economists should have a lot to say about the market for sexual slavery since
it is guided by profit motives and because there is an extensive existing pool of
economics literature on immigration and crime. We argue that the economic
literature on human smuggling (see Friebel and Guriev 2012 for an overview)
is particularly promising and should to a greater extent than at present be
incorporated by economists studying trafficking. Of the studies reviewed in this
chapter, we find Wheaton et al. (2010), Omar Mahmoud and Trebesch (2010)
and Rao and Presenti (2012) to be the most advanced in linking the problem of
trafficking to these other strands of the economics literature.

Economists have mainly been occupied with the question of where people
are trafficked to, and one area of particularly high research activity has been
on the relationship between national prostitution laws and the prevalence of
trafficking (Jakobsson and Kotsadam 2010, 2013; Cho 2012; Cho et al. 2012;
Akee et al. 2011; Danailova-Trainor and Belser 2006; Di Nicola et al. 2005).
These studies are based on rational choice frameworks but they differ somewhat
in their predictions. Jakobsson and Kotsadam (2010; 2013) argue that laws
against prostitution make trafficking to a country more costly and they therefore
predict that the amount of trafficking to that country should be lower in such
cases. Cho (2012) and Cho et al. (2013) importantly add to this framework
the theoretical possibility that it is a priori equally likely that the composition
of the prostitutes may shift towards fewer nationals or fewer foreign nationals
with working permits once laws against prostitution are put in place and that
trafficking may therefore increase. A similar argument in made in Akee et al.
(2011), where the implications of the model furthermore depend on the elasticity
of buyer demand. They do not distinguish between laws regarding buying or
selling sex, and in fact it is not clear how the law variable is coded; we have
argued elsewhere (Kotsadam and Jakobsson 2011) that criminalizing buying sex
may affect the demand for buying sex, both via the risk of legal punishment but
also via a normative channel whereby lawmakers signal what are the socially
acceptable norms regarding the buying and selling of sex.

There are not only differences in the theoretical predictions but the empirical
results also differ somewhat in the different studies. Jakobsson and Kotsadam
(2010; 2013) found trafficking to be positively correlated with the slackness of
the prostitution laws for a sample consisting of European countries; also when
controlling for possible confounding variables. Cho et al. (2013) extend the
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analysis to a worldwide sample and find similar results. On the other hand,
Cho (2012) does not find prostitution law to be a robust predictor in her recent
working paper in a global sample of 180 countries. Limiting the sample to richer
countries, however, the results are in line with the findings in Jakobsson and
Kotsadam (2013). Akee et al. (2011) also investigate the relationship between
prostitution laws and the inflow of trafficking in a global sample and find no
robust relationship. As they do not distinguish between rich and poor countries
we do not know whether this lack of relationship masks an important hetero-
geneity or not. Furthermore, even if there is a consistent difference between rich
and poor countries we still do not know which mechanisms drive such a result.
It could be income per se, or it could be other factors such as rule of law, geog-
raphy or law following norms. One aspect highlighted in Lee and Persson (2012)
is the female–male income ratio since voluntary prostitution decreases with the
gender wage gap in their model. Rao and Presenti (2012) also found this ra-
tio to be important for sending countries. This is a clear hypothesis that can
easily be tested and future research should in general investigate this potential
heterogeneity closer.

While several of the studies mentioned above complement their cross-country
regression results with case studies (Jakobsson and Kotsadam 2013; Cho et al.
2012), these case studies have merely been descriptive and we therefore still lack
studies identifying causal effects of prostitution laws on trafficking flows. This
line of research should be a priority, we argue, as there are many examples of
legal changes in the prostitution field and since the question is actively debated
in policy circles. Unfortunately, data limitations have so far limited this pos-
sibility and if questions regarding trafficking are not included in more surveys
it is likely to continue to be under-researched. Scholars interested in traffick-
ing should therefore either collect their own data or lobby for the inclusion of
trafficking-related questions in other surveys. More panel data on trafficking
incidence would make it possible to draw much more robust conclusions on the
relationship between legal framework and trafficking prevalence. The question
of spillover across countries is also intriguing and is yet to be investigated. One
hypothesis that could be tested is whether laws against prostitution in one coun-
try makes trafficking more likely in neighboring countries or in other countries
in general.

With respect to what factors determine where people are trafficked from
there is actually some micro data on trafficking from the International Orga-
nization for Migration. Omar Mahmoud and Trebesch (2010) used an early
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version of this data to test several hypotheses about where people are trafficked
from. Their main findings are that there is more trafficking from areas with
larger emigration. They find no correlation between regional poverty, degree of
urbanization or infant mortality and trafficking from Eastern Europe. Nor do
they find any correlation between criminal activity in the region and trafficking.
This is in contrast to Cho (2012), who finds that crime prevalence is correlated
with both sending and receiving countries in a global sample. Furthermore,
Cho (2012) does not find a direct effect of migration but suggests that migra-
tion may have indirect linkage with human trafficking via globalization (some
globalization indicators turn out to have significant, positive impact on human
trafficking).

We believe that the recent contributions by Cho (2012) and Rao and Presenti
(2012) are important and advance the literature in several ways. The study by
Cho (2012) answers some questions but poses several more. For instance, why is
it that she finds a positive relationship between gender equality and trafficking,
and between development and trafficking? As Rao and Presenti (2012) argue,
barriers to mobility in the most gender-unequal countries are likely to contribute
to their relatively low prevalence of trafficking by lowering the propensity of
women to migrate alone. In general, some interactions between the different
factors would be of interest, and investigations of non-linearities as well. As
Cho (2012) herself writes, her results that many of the proposed mechanisms
from previous literature are not robust does not necessarily imply that they are
not important for determining trafficking incidence. There may for instance be
indirect links and interactive effects of some of the variables. We are confident
that more analyses with this data will lead to further understanding of the
relationship between factors such as poverty, emigration and gender equality on
the one hand and trafficking on the other.

We think the literature on the determinants of where people are trafficked
from has some low-hanging fruits in terms of research possibilities. One im-
mediate study could be to take advantage of the now wider dataset from the
International Organization for Migration. The IOM Counter-Trafficking Mod-
ule (2010) now has a sample size of about 25,000 victims from 130 countries
covering 10,000 victims, according to Cho (2012), and we have yet not seen any
analysis of this material. The emigration hypotheses could be more credibly
tested with such data, exploiting, for example, the expansion of the European
Union. The prediction would be that as legal emigration becomes a more read-
able option, the demand for illegal emigration and its supposedly other criminal
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elements would be reduced and hence trafficking as well. Another hypothesis
could be that trafficking increases simply because more people start moving.
Furthermore, this data contains information about where people are trafficked
to so it could also be used to investigate the relationship between prostitution
laws and trafficking discussed above. In addition, the dataset could be used to
extend the analysis by Bettio and Nandi (2010), who investigate which factors
influence the violation of basic rights (physical integrity, free movement, access
to medical care, the use of condoms and the exercise of choice over sexual ser-
vices) among trafficked women. One hypothesis could be that criminalization of
prostitution makes the market go underground and that people still selling sex
under such a regime would become more vulnerable. Another hypothesis could
be that as street prostitution declines, the work environments for sex sellers
improve when prostitution is illegal. Assessing such factors would be important
in order to evaluate the total welfare effects of different legal responses to pros-
titution. Eyeballing the data in Bettio and Nandi (2010) we find no indications
of more or less vulnerability in different legal contexts, but more systematic
research could be conducted in this field. The theoretical contribution by Lee
and Persson (2012) is also relevant in this respect as they try to find a policy
that both protects the voluntary prostitutes and limits trafficking. Their pre-
ferred legal solution is to have regulated and monitored prostitution combined
with severe punishments for people buying sex outside the regulatory domain.
The voluntary prostitutes would prefer to work in safe and regulated brothels
as prices there would be higher (those in illegal brothels must compensate the
men for the risk of getting caught) and severe penalties for buying sex outside
the regulated brothels would lower demand for trafficked women.

With respect to sending countries there are many policies that could and
should be investigated. If economic distress and vulnerability are important fac-
tors for trafficking outflow, then insurance programs and employment programs
could be important factors limiting trafficking. This again probably requires
that researchers in this field start collecting their own data. Omar Mahmoud
and Trebesch (2010) also find that trafficking is lower from regions where knowl-
edge about trafficking is higher. Hence information campaigns may be important
for limiting trafficking. As these results follow from mere correlations it is diffi-
cult to draw clear policy conclusions, but they points to an important area for
future research. In particular, information campaigns could be randomized and
exogenous variation in migration could possibly be exploited. In general, there
is no single study in the trafficking field that has teamed up with any of the
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many organizations working to prevent trafficking to test out what works and
what does not work to limit the extent of people being trafficked from a place.
Finally, the issue of domestic trafficking is an area that merits both theoretical
and empirical work as it is not certain that the same push and pull factors
determine domestic and international trafficking.
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