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Executive Summary

Background

The White Paper One Step Ahead: a 21st Century Strategy To Defeat Organised Crime
(2004) describes organised crime as reaching "into every community, ruining lives, driving
other crime and instilling fear". Organised crime cuts across all aims of the Home Office and
the need to reduce organised crime activity has been highlighted as a priority both in the
White Paper and also through the setting up of the Serious Organised Crime Agency.

This study aims to inform policy of the scale of organised crime in the UK, the values of
revenue derived from organised crime, and the social and economic costs associated with
these activities. The social and economic costs are not restricted to financial costs alone —
although all costs are turned into monetary values — they provide a measure of ‘harm’
incurred by society. The economic and social cost valuations include, for example, emotional
and quality of life costs.

Why calculate these values? Market size estimates provide some evidence of the likely
resilience of organised crime markets to disruption activities, and, supplemented with further
information concerning spending and saving habits, can give some idea of the value of assets
available for recovery. Estimates of the social and economic cost provide an indication of the
likely benefits to society of reducing organised crime activity, and can thus, at a high level,
assist resource prioritisation.

Methodology

General conceptual issues relating to methodology are discussed in Chapter 1 with details on
specific sector valuations being included in the relevant chapter. Due to limited data, many of
the valuations are unavoidably very approximate, and subject to large margins of error —
strong caveats apply and are noted in the appropriate chapters. There is not one
methodology common to all sectors; rather, data have been taken from a wide range of
sources.

Valuations

Table S.1 reports the valuations. In all cases, the values refer to the market size and economic
and social costs attributable to the organised crime element only.

The table shows that the quantified market size of organised criminal activities is more than
£11bn. As stated throughout the report, many of the individual components are likely to be
underestimated, particularly the organised crime involvement in fraud, meaning that the true
level of revenue accruing to organised crime is almost certainly at least £15bn. The
quantified value of economic and social costs associated with organised criminal activity is
almost £25bn — again this is likely to be understated.

Qualification

Organised crime is by its very nature largely unreported and this means that there is little
reliable empirical data available. In the writing of this report it was therefore necessary to
make a number of assumptions in order to construct estimates of market size. These
assumptions were, where possible, based on reporting by law enforcement and intelligence
agencies. Where reliable reporting was not available it was necessary to use “best
judgement” to form assumptions. The sources of all assumptions are stated in the report and
those based on judgement are indicated as such. Whilst every effort has been made to
provide the best possible estimates of market size, all figures should be treated with caution
and considered to be indicative only.



Table S.1 b Valuations of market sizes, and economic and social costs

Sector Market Key caveats Economic Key caveats
size and social
costs
People £250m Based mainly on data £1.4bn Based mainly on the
smuggling on asylum claimants, costs of running the
so limited in scope. asylum system, so again
limitations apply.
People £275m Very poor data around £1bn Extremely difficult area to
trafficking the number of people qguantify and therefore
trafficked, and hence estimate is very
large margins for error. approximate.
Drugs £5.3bn Based solely on a £15.4bn Based solely on studies
detailed study by by Godfrey et al. (2000)
Pudney et al. (2006). and Gordon et al (2006).
Relies on self-reporting
S0 may understate
market size.
Excise fraud £2.9bn Relies solely on £3.7bn Key component is loss of
estimates produced by excise tax revenue.
HMRC. Subjectto
large margins of error,
but no reason to think
there is a bias.
Fraud £1.9bn Very conservative £2.7bn Consists mainly of direct
estimate of organised financial losses, so
crime involvement. caveats attached to
Relies on industry and market size apply equally
HMRC data. Private to economic costs.
sector data often
thought to be poor,
because of low
reporting.
Non-excise £840m Uses industry data on £300m Allows only for the lost
intellectual scale of IPT market. It Ovalue-added® which
property theft is well known that it is would have been spent in

difficult to get reliable
data on this issue, so
large margins of error
exist. Market size
figures based on Ostreet
valuesO of counterfeit
goods, not full retail
price of legal goods.

the legal sector, had the
IPT market not existed.
Because of a lack of data
no attempt has been
made to value harms to
brand image, or
incentives to innovate, so
value likely to be an
underestimate.

Note: the market size and economic and social costs should not be added together B this would involve double-
counting some aspects. This is because in some cases, for example in the case of fraud, the values overlap b that
is, the revenue accruing to the organised criminal may be a key component of the economic and social cost.




1. Introduction

Background

The White Paper One Step Ahead: a 21° Century Strategy To Defeat Organised Crime
(2004) describes organised crime as reaching "into every community, ruining lives, driving
other crime and instilling fear". Organised crime cuts across all aims of the Home Office and
the need to reduce organised crime activity has been highlighted as a priority both in the
White Paper and also through the setting up of the Serious Organised Crime Agency (SOCA).

This study aims to inform policy of the scale of organised crime in the UK, the values of
revenue derived from organised crime activities, and the social and economic costs
associated with these activities. It estimates the revenue derived from the following organised
crime activities, and the economic and social costs associated with these activities. Only the
most serious organised crime activities have been assessed as set out in the National
Criminal Intelligence Services (NCIS) 2003 UK Threat Assessment:

e supplying of illicit drugs;

e people smuggling;

* people trafficking;

* excise fraud;

* fraud; and

* non-excise intellectual property theft

In some areas, data and other limitations have necessitated the scope of investigations to be
further restricted. People smuggling focuses only on the smuggling of people who are
detected at some point (focusing primarily on those who claim asylum), due to lack of data on
illegal migration generally. The people trafficking chapter concentrates on only a subset of
this market B organised trafficked prostitution; this is because there are no available data
concerning other forms of people trafficking. The implications of these and other limitations
are considered in the respective chapters.

Objectives

The overarching objective of this study is to provide a snapshot of the UKOs organised crime scene,
providing policy with a tool to assist resource allocation in the fight against organised crime.

Market size estimates provide some evidence of the likely resilience of organised crime
markets to disruption activities. Operators in lucrative, high-value markets are likely to resist
disruption, whereas low-return markets might see rapid exit and reductions in activity levels if
disruption takes place. Thus market value can inform on the potential effectiveness of
interventions in different markets. Market value estimates also give some idea of the potential
proceeds of crime, and hence of subsequent financial flows and the size of assets available
for recovery. All this suggests the both relative market sizes between sectors, and the
absolute figures are of interest.

Estimates of the social and economic costs associated with organised crime provide policy
with a measure of OharmO incurred by society which can be attributable to organised crime.
The relative costs give an indication of the potential benefits of expending resources on
different types of disruption activity in different organised crime areas, and can thus, at a high
level, assist resource prioritisation. In particular, it can help when setting the priorities for the
Serious and Organised Crime Agency (SOCA)>.

" NCIS (2003).
% Although SOCA does not have responsibility for tackling excise smuggling.



Most of the estimates in this report are not robust enough to be directly used to assess trends
in performance. The estimates in this study provide a snapshot of the revenues and harms of
various organised crime activities — they are not intended to measure changes in harms over
time. Many estimates rely on evidence bases which are not updated regularly, and others are
based largely on quantifying proxies — so monitoring the quantified harms may be picking up
trends in the proxy rather than the harm caused by the organised crime of interest. Most
significantly, the estimates are necessarily often very approximate — changes in true harm
over time are likely to be far smaller than the margins of error associated with the estimates.

Methodology

The data in the field of organised crime are very poor — unsurprisingly so given the covert nature
of such criminals — but the researchers have been determined to produce estimates wherever
possible. Failure to do so risks the harm of the activity in question being downplayed relative to
other crimes where quantification is less difficult. In each chapter the key caveats are identified, to
help provide some qualitative indication of the level of uncertainty. Ranges have not been used —
in general there is little to base any ranges on, and there is a danger they would falsely indicate
that the degree of uncertainty could be quantified precisely.

The methodologies used to estimate the revenues and economic and social costs are
independent of one another, drawing from many data sources. All economic and social costs
are expressed in monetary terms even if the underlying drivers are not themselves financial.
In this sense, previous research into the economic and social costs of crime are built on’, in
monetising non-financial harms.

Economic and social cost, or ‘harm’, includes the costs incurred in anticipation of crime, as a
consequence of crime, and in response to crime.

I Costs in anticipation of crime include defensive expenditure (for example, on Chip
and Pin to help prevent credit card fraud) and precautionary behaviour and are
considered to be a cost of crime since they are based on the risk of becoming a
victim.

I Costs as a consequence of crime include the value of property stolen or damaged
(for example, the value of plastic fraud), time costs of replacing property, documents
and so on, the emotional and physical impact and reduced quality of life for victims,
and reduced effectiveness at work for people affected by crime. In cases where
crime involves violence to the victim, health costs fall on the NHS and other health
service providers.

I Costs in response to crime are numerous and relate generally to the criminal
justice system (CJS). This includes costs to police, the Crown Prosecution Service,
Magistrates and Crown Courts, legal aid and non legally-aided defence costs, and
costs to the prison and probation services.

The counterfactual

Exante appraisals or expost evaluations of policies need to define a counterfactual which
specifies what would have happened without intervention. This is a particularly difficult issue
in this context, as this study does not evaluate a defined policy; rather, the total market size
and harms caused by a range of organised crimes are being assessed.

The researchers have quantified the economic and social costs of organised crime in a way
that is consistent with previous Home Office research on the economic costs of crime. This
implicitly involves quantifying the reduction in economic costs if the crime in question

3 See, for example, Brand, S. and Price, R. (2000), and Dubourg, R, et al (2005).



disappears instantly, and is not displaced. When applying these estimates to policy
appraisals, this may not be realistic. For example, if one type of organised crime were
eradicated, it might be that a proportion of this would be displaced into other areas. However,
one has no way of knowing this, and the degree, if any, of displacement impact depends on
the policy that prompted any change. When feeding values in this report into specific
appraisals or evaluations further consideration of the counterfactual should be given, bearing
in mind the specific policy under examination.

Benefits of organised crime

This study has not examined the benefits provided by organised crime b it is restricted to
looking at the costs. This is consistent with previous Home Office research on the economic
and social costs of crime. A very simple inclusion of benefits would radically alter the net
economic effect of fraud for example B a £1m loss for a credit card company would represent
a £1m benefit for the fraudster. Similarly, benefits to the consumer of, for example,
counterfeit products are not included. The appropriateness, or otherwise, of this approach
has been the subject of some debate amongst academic economists®, and is not discussed
here.

Lack of reliable data

Due to the nature of organised crime, there are a number of organised crime sectors which
lack well-founded data. Some estimates of market size and harms have been derived using
isolated research with data collected from relevant units within law enforcement that were not
collected specifically for this study. Consequently, the data on which these estimates are
based may be questioned. Thus, it has not always been possible to make a judgement as to
the reliability and validity of the estimates. However, assumptions and caveats associated
with each estimate have been discussed in each chapter, making confidence in any estimate
explicit.

As suggested above, lack of reliable data also explains the limited scope of some chapters.
People smuggling focuses primarily on the smuggling of people for the purposes of claiming
asylum, due to lack of data on illegal migration generally. Similarly, the work on people
trafficking concentrates on organised trafficked prostitution due to similar limitations on data
availability on forced labour.

To aid consistency, estimates use 2003 values where possible, even if more up-to-date data
are available. An exception is made, however, in relation to intellectual property theft where
the methodology has improved so significantly in recent years that it would be highly
misleading to use 2003 figures.

4 See, for example MacCallum (1997) for a summary.



Definition of Organised Crime

This study has adopted the NCIS organised crime definition.

Organised crime group

A group of two or more persons, jointly engaged in continuing Osignificant ilegal activitiesO, irrespective
of national or other boundaries. The groupOs primary purpose is to generate Osignificant profits or other
gainsO. Such a group is capable of defending its members, enterprises, or profits using one or more of
the following: violence, coercion, corruption or deception (including false identities).

Significant illegal activities

Include those activities where a person aged 21 with no previous convictions could reasonably
expect to be sentenced to imprisonment for three years or more, or the illegal activities of the group
have generated or have the potential to generate turnover of £1 million over a two year period.

Attribution to organised crime

Reliably estimating the extent of organised crime involvement in the different areas of organised
crime is problematic for many crime types. Organised crime is assumed to account for the supply of
all illicit drugs and people trafficking. However, evidence to suggest that excise smuggling, all forms
of fraud and intellectual property theft were Qorganised® was less obvious. In these cases, industry
opinion gave the researchers assistance in estimating the extent to which organised crime was
involved in the illegal activity. However, the reliability of these opinions remains unknown.

The treatment of criminal justice costs

Where sufficient data exist, we include all criminal justice system costs are included. This
may appear counter-intuitive B after all, the criminal justice system is designed to bring
benefits and reduce the total value of economic and social costs. But economic and social
costs are defined as representing all costs associated with the organised crime in question.
When the economic and social costs calculations in this report are used for specific policy
appraisals, then a judgement is needed regarding whether CJS costs should be included.
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2. People smuggling

Summary

* The size of the UK market for people smuggling is estimated to be around £250m in
2003.

* This is derived by estimating the number of people smuggled into the UK in 2003 —
based only on those who have been detected at some point — and multiplying this by
the average cost of facilitation disaggregated by region.

* The economic and social costs of organised people smuggling are defined as the
costs of supporting smuggled asylum seekers during their claims for asylum; the
costs of removals of failed asylum seekers and other smuggled immigrants; the
health costs of accidents occurring in transit; and, the costs of border control and
counter-smuggling operations.

e The economic and social costs of organised people smuggling is estimated to be
around £1.4bn in 2003/04.

Introduction

People smuggling, also referred to as ‘facilitation’, is defined as a service procured by a non-
UK citizen, or a UK-citizen with no right of permanent residency, to enter and remain within
the UK clandestinely, including methods of illegal entry through false documentation.
Smugglers can be jailed for up to seven years. It is distinct from trafficking, which is defined to
involve some form of coercion (see Chapter 3).

Extent of organised crime

lllegal immigrants can use organised crime networks to enter the UK in a clandestine manner,
or to buy false documentation in the UK, abusing legitimate means of entry relating to
marriage, other visas and asylum Organised crime groups often control territory or specialise
in a specific route. They often form alliances with other organised crime groups, trade
facilitated immigrants,5 or simply contract the facilitation of illegal immigrants to the UK using
more experienced groups.6

Caveats

Accurate quantification of the number of illegal immigrants who are in the UK but remain
currently undetected is almost impossible. This chapter therefore focuses on available statistics
relating to those who are detected at some point, voluntarily or otherwise. This approach results
in a conservative estimate of the number of people smuggled into the UK annually.

Assumptions have been made regarding the proportion of those smuggled using organised
crime groups — in this area, given the absence of robust data, judgements have been
necessary. A large element of judgement has also gone into the price data — these are
subject to a great deal of uncertainty.

5 NCIS Threat Assessment (2004).
6 Europol Organised Crime Threat Assessment (2003).



Estimating the market size

To estimate the total market size one needs data relating to the number of people smuggled
into the UK, the proportion of these that can be attributed to organised crime, and average
prices paid to smugglers for the service. Given that prices vary significantly depending on the
source region, it is necessary to disaggregate the data by region where possible.

Estimating the number smuggled to the UK via organised crime groups

Those being smuggled might choose to make themselves known once in the UK in order to
claim asylum. In this case, we have good data relating to the number of asylum applicants per
year. Estimating the number of people who are smuggled into the UK and do not claim
asylum is much more difficult B they are actively attempting to remain undetected.

For the purpose of this chapter, the number of people smuggled into the UK with reference to
three categories are estimated. The researchers include those who arrived in the UK via
organised crime groups and:

I applied for asylum;

I were the subject of enforcement action for illegal entry, and did not claim asylum; or

I were detected at ports of entry attempting documentary deception, and did not claim
asylum.

The researchers make no attempt to estimate the number of people smuggled who are not
detected at any stage.

Using statistics from 2003, there is evidence that:

I there were 60,045 asylum applications (including dependants);7

I enforcement action was initiated against 48,050 people8 who entered illegally B
subtracting an assumed 80 per cent’ who claimed asylum, leaves an estimated 9,610
who entered the UK clandestinely or by deception and did not claim asylum; and

I according to the researchersO estimates, around 4,000 passengers were detected at
ports of entry attempting documentary deception, but did not claim asylum.lo

A significant proportion of the facilitation of individuals seeking illegal entry into the UK is
attributable to organised crime. Quantifying this precisely is extremely difficult, not least
because much of the evidence tends to be anecdotal; nevertheless, the nature of this work
requires such a quantification. Following discussions with NCIS, the researchers judge that 70
per cent of individuals claiming asylum and 100 per cent of all others detected, can be
attributed to organised crime. These assumptions suggest a total of 55,642 people were
smuggled into the UK via organised crime, of whom 42,032 were asylum applicants.

Next, these data are disaggregated into region of origin. These data are available only for
asylum applicants, and it is assumed that these are representative of all those smuggled into
the UK via organised crime groups. The data™ suggest the following:

! Based on Asylum Statistics UK 2003.
8 Based on Control of Immigration: Statistics United Kingdom 2003. All figures relate to 2002, in the absence of 2003
data.

Of a total of 57,735 against whom enforcement action was initiated D this includes action against those who did not
enter the UK through illegal means D 80 per cent of them were principal asylum applicants. In the absence of other
(liglta, it is assumed that proportion applies to the subset of those who entered illegally.

House of Commons Written Answers for 17 Jan 2005 (pt23) (2005) HANSARD, HMSO shows that in 2003 there
were 7,985 fraudulent travel documents detected at United Kingdom ports of entry. Discussions with INDIS suggests
that this equates to 8,000 people, of whom about half would have claimed asylum.

Based on Asylum Statistics UK 2003.



Table 2.1 — Region of origin of those smuggled

Assumed % of | Estimated number of

Region people smuggled people smuggled
Europe 13 7,233

China 7 3,895

India 5 2,782

Middle East 16 8,903

Other Asia 15 8,346

Africa 41 22,813

Americas 3 1,669

Total 100 55,642

Figures may not sum due to rounding.

Average prices paid

The next step involves estimating the average price paid for facilitation, by region. The service
offered may include provision of one or more of the following:

forged documentation to pass immigration control to leave the country of origin;
information on how to enter the UK clandestinely;

transport to enter the UK clandestinely; and

forged documentation to enter the UK.

Facilitation fees to the UK vary considerably. They are a function of the country of origin, the
service offered, the nature of the organised crime group involved, the method of payment for
the service and the smuggling route taken. Considerable uncertainty surrounds facilitation fee
estimates, and this is reflected in the ranges below. They are based on discussions with the
Joint Debriefing Team in Folkestone who used fees at known staging points — for example
Turkey for Europe — as their evidence base. To calculate market values below, the midpoint
of the range has been used.

Table 2.2 — Facilitation cost estimates by region

Region Low price (£) High price (£) Mid-point (£)
Europe 3,000 5,000 4,000

China 6,000 18,000 12,000

India 4,000 7,000 5,500
Middle East 3,000 5,000 4,000

Other Asia 6,000 12,000 9,000

Africa 1,000 2,000 1,500
Americas 1,000 18,000 9,500

Estimating the total market size

The final stage involves using the information contained in tables 2.1 and 2.2, to estimate the

total market size by region.




Table 2.3 B Total Market Size Estimates by Region

Region Estimated number | Assumed price (£) Estimated market
smuggled value (Em)

Europe 6,703 4,000 29

China 3,609 12,000 47

India 2,578 5,550 15

Middle East 8,249 4,000 36

Other Asia 7,734 9,000 75

Africa 21,139 1,500 34

Americas 1,547 9,500 16

Total 51,559 252

Figures may not sum due to rounding

Thus the researchers estimate that the total market size in 2003 of people smuggling by
organised crime groups is about £250m.

Estimating the economic and social costs

Valuing the harms due to the involvement of organised crime in smuggling illegal immigrants
into the UK depends fundamentally on the definition of harm. People smuggling differs from
other types of crime in that the principle parties involved are willing participants.

The act of smuggling itself, therefore, only results in direct costs to the extent that it
represents a transgression of relevant laws, and hence precipitates preventative and reactive
actions, which have resource or opportunity costs.

Smuggling can also have indirect costs for those being facilitated, in the form of accidents en
route and also while employed illegally. A strict view of these costs would count them as
‘internal’ to the individual’s decision to be smuggled, and hence not relevant to public policy.
However, this would not be consistent with the obvious public concern expressed in response
to events such as the recent deaths of Chinese illegal immigrants on the cocklefields of north-
west England. It also assumes that the individuals concerned are fully informed of the risks
they are undertaking, prior to undertaking them, which could be unlikely in this case. For
these reasons, these costs are treated as external to the individual’s decision, and hence they
are counted as harms associated with people smuggling.

The second class of indirect costs which can be attributed to people smuggling is those borne
by UK taxpayers. These include the costs of any public services used by illegal immigrants to
which they are not entitled, which might include health services, education and so on. The
costs of processing claims for asylum made by individuals who have been facilitated into the
country are also included. Also included are the costs of support and other services (such as
education), even though asylum seekers are entitled to these while their claim is being
assessed. This is based on the assumption that these costs would not have been incurred if
the individuals concerned had not been facilitated into the UK. It is therefore subject to the
caveat expressed in Chapter 1 about the identification of the counterfactual. Any costs
incurred after an asylum claim is accepted are not counted.

A number of costs are not included in the assessment for a variety of reasons. Additional
costs which might be incurred by illegal immigrants, such as extortion, are not included due to
lack of information. Similarly, only anecdotal evidence is available about the existence of
corruption in relation to organised crime’s involvement in people smuggling. There is no direct
evidence of the extent of criminality on the part of, and against, illegal immigrants.

Finally, the researchers are not able to estimate the costs of paid work undertaken by illegal
immigrants in the UK. By its very nature, the extent of such work is extremely difficult to
estimate. It is also not clear what the economic cost of illegal work is in practice. Evidence
suggests that many of the jobs undertaken by illegal workers are those which domestic
workers are less willing to do, which weakens any claims of an unfair competitive effect.



The impact on the asylum support system

We have assumed that 70 per cent of asylum applicants are smuggled. It follows by
assumption that 70 per cent of asylum costs to the public sector can be attributed to
organised crime groups facilitating people into the UK. These costs include public expenditure
on asylum support, asylum processing administration, the education of asylum seekers’
dependents and the costs of healthcare. They also include the costs of holding immigrants in
detention in facilities across the UK.

The total cost of processing asylum applications is obtained from a 2002/03 unit cost of
£1,850"* multiplied by the previously estimated number of asylum seekers facilitated by
organised crime (42,032). This gives a total cost of £77.8m, or £79.3m in 2004 prices.

The costs of processing an application for asylum do not include the costs of asylum appeals,
legal aid or the cost of supporting asylum seekers awaiting a decision on their application. In
2003/04, asylum appeals were heard by the Immigration Appellate Authority. The researchers
do not have costs for processing these appeals. However, the Tribunals Group Business Plan
for 2004/05 presented expected costs for that period based on an assumed workload. Actual
workload figures are available for 2004 and 2003. This information is, therefore, used to
generate an estimate of approximate costs for 2003/04, to which we apportion 70 per cent is
apportioned to organised crime. These calculations are presented in Table 2.4.

Table 2.4 — Estimated costs of asylum appeals attributable to organised crime 2003/04

2004/05 2004 Out-turn 2003 Out-turn
Business plan
Workload | % Workload | % Workload | %
Adjudications Asylum 30,200 47,002 70,577
immigration 35,700 31,404 14,637
visa 18,000 28,883 15,778
Tribunal Asylum 17,500 29,264 34,955
applications immigration 10,600 4,751 2,073
visa 1,800 2,540 1,849
Tribunal appeals | Asylum 9,500 9,467 11,843
immigration 5,400 1,317 871
visa 800 617 471
Total All 129,500 100 157,249 121 153,054 118
asylum 57,200 44 85,733 55 117,375 77
Costs Total (Em) 108 100 131 121 127 118
Asylum (Em) 48 44 71 55 97 77
Costs attributable to organised | 33 50 68
crime (Em)

Thus, the 2004/05 Tribunals Business Plan expected 129,500 workload receipts, of which 44
per cent were asylum-related. The cost of managing this workload was estimated at £108m.
Assuming no difference in the costs of processing different types of case, this implies a cost
of dealing with asylum cases of £48m. Actual outturn for 2004 was 157,249 cases, of which
55 per cent were asylum cases. Scaling up implies asylum-related costs of £71m. A similar
procedure results in costs for 2003 of £97m for asylum cases.

Attributing 70 per cent of these costs to organised crime results in estimates of £50m and
£68m for 2004 and 2003 respectively. Assuming that these costs are evenly distributed
across the calendar year results in a final estimate for 2003/04 of £64m.

The costs of legal aid for asylum and immigration cases were estimated at £204m for
2003/04." The vast majority of these costs are thought to relate to asylum“. It is therefore




assumed that 90 per cent are asylum-related, of which 70 per cent can be attributed to
organised crime. This gives a figure for legal aid of £129m in 2003/04.

The costs of asylum support include the costs of supporting individuals awaiting a decision on
their claim for asylum, asylum-seeking families who have received a final negative decision
on their claim but who are still eligible to receive support and unsuccessful asylum seekers
who are receiving support under Section 4 of the Immigration and Asylum Act 1999." The
cost of the National Asylum Support Service (NASS) was estimated at £1.01bn in 2003/04,
implying a cost attributable to organised crime of £700m.

Asylum seekers under the age of 18 and dependants of asylum seekers aged between 5 and
17 are entitled to education at a unit cost of around £4,000 per place per annum."® We
assume that the number of children receiving education is equal to the number of principal
applicants under 18, and the number of dependents aged 5-17. In 2003, the number in the
first category was 7,865," and the number in the second 5,180." This gives a total figure of
13,045, of which 70 per cent (9,132) are attributed to organised crime. This gives a total cost
in 2003/04 of £37m. It is implicitly assumed therefore, that only costs during the application
process are relevant, and that that process lasts one year.

Asylum seekers supported by NASS are entitled to National Health Service (NHS) healthcare.
However, healthcare costs for asylum seekers in 2003/04 are not directly available so
estimates have been generated instead. Estimates of cost by age group are based on the
Wanless Report and have been uprated to 2003 prices using HM Treasury Green Book GDP
deflators.”® These can then be applied to asylum applicant numbers from Asylum Statistics
2004, which breaks down asylum applicants and their dependants by age.20 Where cost and
age categories do not match between the two sources, weighted averages have been taken,
The results of this exercise are shown in Table 2.5.

Thus, it is estimated that approximately £24m was spent on healthcare for asylum seekers in
2003/04. Assigning 70 per cent of this cost to organised crime gives a total of £17m. (As with
education costs before, it is assumed that costs incurred if an asylum application is accepted
are not relevant, and that the application process takes one year on average.)

12 House of Commons Written Answers for 9 June 2005 (pt11) (2005) HANSARD, HMSO

13 House of Commons Written Answers 29 April 2004 (2004) HANSARD, HMSO.

1 House of Commons Written Answers for 21 July 2004 (2004) HANSARD, HMSO.

15 House of Commons Written Answers for 28 February 2005 (pt23) (2005) HANSARD, HMSO.
Figure provided by the Department for Education and Skills in correspondence.

! Tables 5.1 and 5.2, Home Office (2004a).

'® Table 6.1, Home Office (2004a).

19 \Wanless Report (2002).

2 Home Office (2004a).
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Table 2.5 B Estimates of the costs of healthcare of asylum seekers, 2003/04

Male Female Male Female Total Average

principal principal dependants | dependants cost Total cost
Age applicants | applicants
0-4 1,775 1,695 3,470 | £549.66 | £1,907,320
5-9 1,325 1,300 2,625 | £274.83 | £721,429
10- 945 865 1,810 | £274.83 | £497,442
14
15- 320 425 745 £384.76 | £286,646
17
<18 5,325 2,540 7,865 £3,103,118
18- 3,595 1,500 15 120 5,230 | £384.76 | £2,012,295
20
21- 6,000 2,550 30 240 8,820 | £384.76 | £3,393,583
24
25- 8,130 3,310 90 390 11,920 | £384.76 | £4,586,339
29
30- 5,205 2,290 100 355 7,950 | £384.76 | £3,058,842
34
35- 2,950 1,320 70 185 4,525 | £384.76 | £1,741,039
39
40- 2,205 1,130 75 175 3,685 | £384.76 | £1,379,365
49
50- 410 345 20 60 835 £439.73 | £367,175
59
60+ 260 335 15 55 665 £916.10 | £609,209
Total | 34,080 15,320 4,780 5,865 60,045 £23,663,801

Health impacts on illegal immigrants

A proportion of those attempting to enter the UK clandestinely take significant risks, knowingly
or otherwise, to avoid detection by the authorities. The Independent Race and Refugee News
Network (IRR) has estimated that in the last 15 years, 90 people have died attempting to
enter the UK clandestinely.21 Although skewed by one significant episode where over 50
individuals lost their lives attempting to enter the UK from the Netherlands, the IRR suggest
these numbers are probably an underestimate. An estimate of ten deaths a year may
therefore be considered conservative. Using the Department for TransportOs (DfTOs) standard
value of preventing a fatality of £1.4m* implies a conservative harm estimate of £14m.

Costs incurred in anticipation of and in response to people smuggling

Government measures against the threat of clandestine entry of illegal immigrants facilitated
through organised crime include juxtaposed controls, an airline officer liaison network,
surveillance and search technology, the National Forgery Section of the Immigration Service
and law enforcement projects in third countries.

In 2004/05 it was estimated that the Home Office spent £146m on Ointake reduction® and
Osecure borderst.The figure for 2003/04 is not available. At least a proportion of this could
be characterised as attempting to reduce the intake of illegal immigrants. If one assumes that
70 per cent of these costs can be attributed to organised crime smuggling, the costs incurred
in anticipation of people smuggling are approximately £102m. It should be stressed that this is

2L Athwal (2004).
Department for Transport (2004).
Home Office (2005).
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highly uncertain and needs to be treated with caution. Costs incurred by other bodies such as
commercial ferry operators have been omitted in the absence of relevant information.

Immigration and Nationality Directorate (IND) spends around 15 per cent of its total budget on
enforcing removals of illegal immigrants and failed asylum seekers. * In 2003/04, 17, 895
failed asylum applicants and their dependents were removed from the UK or left voluntanly

A further 11,795 immigration offenders were returned as a result of enforcement action.?® This
gives a total of voluntary and enforced returns of 29, 690.%" The total cost of these returns B
including detection, detention and removal, but excluding such activities as appeals (already
covered above) B was estimated to be £300m in 2003/04% Although these costs will include
some which were incurred in relation to individuals who entered the UK legally (e.g.
Ooverstayers0), this is likely to be small as a proportion of the total. Therefore it is assumed that
70 per cent of these costs can be attributed to organised crime, giving a final figure of £210m.

REFLEX is a multi-agency taskforce, dealing with organised immigration crime. Discussions
with REFLEX indicate that around 70 per cent of their £20m expenditure in 2003/04 was
spent on smuggling issues D this suggests a total cost of about £14m.

Table 2.6 — The total harms of people smuggling attributable to organised crime,
2003/04

Cost (Em)

Costs of asylum support Asylum processing 79

Asylum appeals 64

Legal aid 129

Support of asylum seekers 700

Education of asylum seekersO 37

dependants 17

Healthcare for asylum seekers 1025

TOTAL
Harms to illegal immigrants 14
Costs in anticipation of and in Secure borders 102
response to smuggling Removals 210

REFLEX 14

TOTAL 326
TOTAL 1,365

The economic and social costs of people smuggling

Table 2.6 summarises the results of the estimates of the costs of people smuggling which are
attributable to organised crime. Thus, it is estimated that £1.4bn could be attributed to
organised crime in 2003/04. The major part of this is associated with dealing with smuggled
asylum seekers, and around 50 per cent to the support of those individuals while there claims
are being assessed.

The researchers stress that this is a very uncertain figure, especially relating to certain
components. It ignores some costs of organised smuggling which are not asylum-related, and
therefore might well be an underestimate.

24 Natlonal Audit Office (NAO) (2005).

Home Office (2004a).

Natlonal Audit Office (NAO) (2005).

" National Audit Office (NAO) (2005) gives a total figure of 29,650. It is likely that the disparity
|s due to slight variation in the underlying data from various sources..

® Ibid.
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3. People trafficking for sexual exploitation

Chapter summary

* The size of the UK market for people trafficking for sexual exploitation is estimated to
be up to £275m in 2003.

e This is derived by estimating the number of women involved in prostitution in the UK,
and then making assumptions regarding the proportion of these that are trafficked.
This is then multiplied by an assumed revenue per victim disaggregated by
establishment-type.

* This chapter estimates that there were up to 4,000 women in the UK in 2003 who
have trafficked for sexual exploitation. Experience from operation Pentameter, which
is likely to have recovered fewer than 100 victims, suggests that this is an upper
bound estimate.

* The total economic and social costs of people trafficking for sexual exploitation in the
UK is estimated to be up to £1bn in 2003.

* This is estimated by attempting to quantify the amount of physical and sexual abuse
of trafficked women; this is then monetised using Home Office research. In addition
to this, the researchers estimate the deterioration in quality of life suffered by those
being trafficked and monetise this as well. The resulting valuation is subject to very
high margins of error.

Introduction

This chapter defines a woman as having being trafficked if she is smuggled into the UK
iIIegallg and then forced to work as a sex worker either through direct force or a threat to use
force.” For data reasons this is also a more limited definition than that outlined in the UN
Convention against Transnational Organised Crime, which defines trafficking as follows:

“Trafficking in persons shall mean the recruitment, transportation, transfer,
harbouring or receipt of persons, by means of the threat or use of force or
other forms of coercion, of abduction, of fraud, of deception, of the abuse of
power or 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 general, off-street prostitution of foreign women coerced into the industry is recognised to
be a problem throughout the UK but concentrated in London. The UK has taken measures to
criminalise trafficking for sexual exploitation. The Sexual Offences Act 2003, which came into
force in March 2004, introduces offences of trafficking into, within or out of the UK for the
purposes of sexual exploitation. These offences replaced the stop-gap offence of trafficking
for prostitution contained in the Nationality, Immigration and Asylum Act 2002. The penalty
for these offences is a maximum of 14 years in prison.

2 This differs from the more standard definition of trafficking which requires a woman to have had her entry into, or
travel to, the UK facilitated (not necessarily illegally). Using this wider definition would make very little difference to
the 2003 numbers because at this time (before the expansion of the European Union), nearly all trafficked victims
were thought to have been illegally smuggled. However, if this exercise were to be repeated using 2005 or 2006
numbers, such a restriction might be significant.
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Extent of organised crime

Europol30 describes organised crime networks facilitating trafficking within a Oglobal® model
similar to drug trafficking and people smuggling networks. UK based organised crime groups
demand sources of supply and transit of women to work within the commercial sex industry in
the UK. The researchers assume, for the purposes of this research, that the entire people
trafficking business for sexual exploitation can be attributed to organised crime.

Caveats

There are many significant caveats associated with the following analysis:

I Itis limited in terms of the number of people included. Not included are:
- women who are trafficked for exploitation outside the commercial sex industry;
- trafficked males;
- trafficked children;
- trafficked women working in businesses that have not been identified; and
- trafficked women working Oon-streetO.

I And itis also limited in terms of the quantified harms per victim. Excluded in the
analysis are harms to:
- women before arriving in the UK (during transit or in their home country);
- women on return to their home country B for example, difficulties in reintegrating
into society;
- communities experiencing a sex trafficking group within their areas; and
- trafficked womenOs dependants.

' Finally, there are also methodological limitations:

- the analysis is based on estimates concerning the proportion of women involved
in prostitution who are likely to have been trafficked (it was not directly informed
by evidence concerning the number of women observed to have been
trafficked, so the estimate is very approximate);

- the market valuations do not include any payments made to procure women
outside the UK;

- a range of sources have been used in a context for which they were not initially
intended. This applies to the use of domestic violence statistics in the British
Crime Survey, and that of Quality Adjusted Life Years (QALYS); and

- there are uncertainties within the underpinning evidence bases b for example, it
is very difficult to assign monetary values to the harm caused by sexual attacks.

These caveats suggest that the total estimated market size and economic and social costs
quoted in this chapter should be treated with great caution.

Estimating the market size

Methodology

First, estimates are restricted to London, before scaling up to get a national picture. Data are
generally poor regarding the number of women involved in prostitution glet alone trafficked
victims), but the most reliable source seems to be that of Dickson (2004)3 ; this estimates the
number of sex workers in London working from flats, parlours, saunas and escort agencies in
2003. The researchers have combined these with estimates on the number of walk-up
establishments, and with evidence on the proportion of women involved in prostitution in the

0 Europol Organised Crime Threat Assessment 2003 B Europol
Dickson, S. - (2004), Sex in the City: Mapping Commercial Sex Across London, The Poppy Project

15



UK that are located outside London. Judgements are also made on the proportion of these
workers who are foreign and trafficked, and, finally, the total market size is estimated, using
assumptions concerning average revenue per victim.

Estimating the number of trafficked sex workers in London

The methodology for estimating the number of victims in London is driven largely by the
analysis contained in Dickson (2004). This uses a variety of sources to estimate the number
of establishments selling sex B free local newspapers, internet sex guides, Internet
advertisements and so on. The number of women involved in prostitution in each
establishment was based on information contained in any advertisements or by informed
judgements.

Although Dickson expresses a concern that there may be double-counting of some workers
who work in different establishments in different days of the week, overall, Dickson reckons
that because of the difficulties in tracking down all establishments:

These figures should be taken as a minimum, and are likely to be an
underestimation of both numbers of establishments where men can buy sex,
and numbers of women in the sex industry.

Dickson highlights the uncertainty by using ranges based on varying the number of workers
per establishment. The following analysis simply takes the midpoint of these ranges; in
practice, the range adopted by Dickson only hints at the levels of uncertainties inherent in any
estimates of this kind.

Evidence was also taken from an article in The Times newspaper which reported an
estimated 70 walk-up establishments.* Assuming six workers per walk-up establishment,
suggests a total of 420 workers in walk-ups. These estimates are clearly very approximate.

Table 3.1 B Number of sex workers in London by establishment

Establishment Source Fstimated number of
women involved in
prostitution in London

Flats, saunas and massage | Midpoint of range estimated | 4,417

parlours by Dickson

Escort agencies Midpoint of range estimated | 1,988
by Dickson

Walk-ups The Times 420

Total 6,825

It is necessary to estimate the number of women involved in prostitution that are trafficked.
First, the number of women who are of foreign origin is estimated and of these women,
informed assumptions about how many are trafficked are made. This enables a calculation of
the total number of trafficked workers in London, split by establishment. The assumg)tions
concerning flats, saunas and massage parlours are based on discussions with Cc014*, and
the researchers assume that all foreign workers in walk-ups are trafficked.

32 Cobain, I. OAlbanians take over organised crime@he Times, November 2002.
B Clubs and Vice Squad within the Metropolitan Police.
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Table 3.2 — Assumptions regarding proportion trafficked in London

Establishment Proportion Of women that | Of women that | Estimated
that are of | are of foreign | are smuggled, [ number of
foreign origin, assumed trafficked
origin proportion proportion women in

smuggled trafficked London

Flats etc. 80% 50% 75% 1,325

Escort agencies 80% 20% 10% 32

Walk-ups 90% 100% 100% 378

Finally, following discussions with CO14, the researchers make assumptions concerning the
average number of OsessionsO a woman works per day (assuming women work full-time), the
number of working days per year, and the price per session b this enables an estimate to be

made of the annual revenue per woman. These are reported below.**

Table 3.3 — Assumptions regarding annual revenue per worker

Establishment Sessions Working days | Working Price per | Annual
per day per week weeks session revenue
Flats etc. 6 5 48 £50 £72,000
Escort agencies | 3 5 48 £150 £108,000
Walk-ups 6 5 48 £50 £72,000

This allows a calculation of the market size for London to be made:

Table 3.4 — Market sizes within London by establishment

Establishment

Total

number of
trafficked women
involved
prostitution

Annual revenue per
woman

Total market size

Flats etc. 1,325 £72,000 £95m
Escort agencies 32 £108,000 £3m
Walk-ups 378 £72,000 £27m
Total 1,735 £126m

Note: figures may not sum due to rounding.

Extrapolating to the UK market

The next step is to extrapolate to the full UK market, where data are even weaker. It is possible to derive
from The McCoy's British Massage Parfour Guide an estimate of the total number of women involved in
prostitution in the UK, but this is unlikely to be comprehensive D the researchers judge that DicksonOs
estimates for London are more reliable than those derived from assessing McCoyOs. Examining the
differences between McCoyOs and Dickson in the number of women involved in prostitution in London
does, however, allow the researchers to derive an estimate of the extent to which McCoyOs under-
reports the number of workers. Dickson estimates that there are 6,405 sex workers in off-street brothels
and escort agencies in London, compared with an equivalent figure of 1,420 derived from examining
McCoyOs. On this basis, it is assumed that the number of women involved in prostitution listed in
McCoyOs should be scaled up by a factor of about 4.5. This implicitly assumes that although deriving
estimates regarding the absolute number of workers from McCoyOs would result in an estimate too low,
its geographical coverage is representative. Assumptons concerning the proportion of women that are
foreign are based on discussions with West Yorkshire Police and NCIS.

3 The assumed number of sessions worked per day is lower than those included in Moffatt and PetersO (2004)
analysis of the UK prostitution industry. The researchers would, however, expect trafficked workers to work more

sessions than other sex workers. Note the prices assumed here are similar to those estimated by Moffat and Peters

b they estimate a median price of £55 per session.
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Table 3.5 B Estimated number of foreign sex workers outside London

Location McCoy’s Dickson- Assumed Estimated number of
quote McCoy’s proportion that | foreign women
multiplier are foreign involved in
prostitution
England, 4,709 4.5 33% (Source: West | 7,009
excluding Yorkshire Police)
London
Rest of UK 775 4.5 15%  (Source: | 524
NCIS)

The next step is to disaggregate these workers by establishment type. It is assumed that
walk-ups exist only in London, and that the total number of foreign workers is split in the same
proportions as in London (that is, 71 per cent in flats, saunas and massage parlours, and 29
per cent in escort agencies).35 It is further assumed that the proportion of foreign workers
trafficked and revenues per worker are the same as in London:

Table 3.6 Total market size outside London by establishment

Location Number of | Annual revenue | Number of | Annual revenue
trafficked from trafficked | trafficked from trafficked
workers in | workers in flats | workers in|workers in
flats etc etc escort agencies | escort agencies

Total outside | 2,033 £146m 44 £5m

London

Table 3.4 shows that there are an estimated 1,735 trafficked women in London — this means
that in total it is estimated that there are a total of 3,812 trafficked women within the UK. This
total estimate should not be directly compared with the range of 142 and 1,420 quoted in
Kelly and Regan (2000). Kelly and Regan estimate the flow of victims trafficked in 1998. In
contrast this chapter estimates the stock of victims trafficked (in 2003). Furthermore, the
methodologies used in this chapter and in Kelly and Regan are so different that meaningful
comparisons cannot be made. This chapter thus presents no evidence concerning whether
the scale of people trafficking has fallen or risen since 1998.

This analysis is based on estimates concerning the proportion of women involved in
prostitution who are likely to have been trafficked; it was not directly informed by evidence
concerning the number of women observed to have been trafficked. Operation Pentameter, a
national law enforcement operation designed to recover trafficked victims and improve
intelligence, is likely to have recovered fewer than 100 trafficked victims (although a final
estimate has not yet been calculated), and was conducted after the interviews with law
enforcement regarding the scale of trafficking. In this light, the estimate of 3,800 trafficked
victims should be seen as an upper bound.

Using the information in Tables 3.4 and 3.6 enables the researchers to estimate the total
market size.

Table 3.7 D Total market size in the UK

Location Total annual revenue
London £126m
Rest of the UK £151m
Total £277m

Note: figures may not sum due to rounding.

As noted previously, this is subject to a very large margin of error.

= For the purpose of this calculation, walk-ups are included in the same category as flats, saunas and massage
parlours.
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Estimating the economic and social costs

This chapter attempts to monetise the total harms caused by people trafficking — given the
nature of the crime, all estimates should be treated with great caution. It is important to
recognise the issue of human rights, and some would argue that condensing sufferings
experienced by trafficked women into one monetary value cannot do full justice to the misery
experienced by victims. However, failing to monetising the economic and social costs risks
the issue being downplayed relative to other crimes where harms have been valued.

Prostitution is associated with a range of societal harms, including increased risks to the
health of workers, their clients and the wider community, associated criminality and anti-social
behaviour (which might in turn be linked to drug abuse), impacts on children via parenting
effects, tax evasion and access to public services. Many of these harms are more strongly
linked with street prostitution, but can also accompany off-street prostitution.

In addition, there is a range of harms linked specifically to trafficking and coercive prostitution.
These can include higher levels of sexual and violent abuse, but also costs associated with
loss of personal freedoms and general reductions in quality of life.

This chapter estimates the harms caused directly by traffickers and clients, as well as the
deterioration in the quality of life experienced by victims.

The POPPY Scheme is a Home Office-funded initiative run by the charity Eaves Housing for
Women. It is designed to provide safe accommodation and tailored one-to-one support for adult
female victims who have been trafficked into the UK and into prostitution. The report by Dickson
(2004) is based on this experience, and suggests that women who have been trafficked into the
UK for the purposes of sexual exploitation suffer a range of impacts, including physical violence,
sexual abuse, including rape, mental illness, as well as restrictions on their movements and
day-to-day activities. In what follows the researchers develop monetary valuations for these,
and apply them to an estimate of the total number of trafficked sex workers in the UK.

The costs of physical and sexual abuse

For the purposes of valuation, the researchers have assumed that the physical and sexual
abuse of trafficked women at the hands of their traffickers, as reported by Dickson (2004), is
approximated by levels of ‘non-sexual severe domestic force’ and ‘serious sexual assault’
reported by victims of domestic violence in the British Crime Survey Interpersonal Violence
(BCS-IPV) module, as analysed by Walby (2004) but there is no reliable alternative evidence.
The researchers recognise that this is likely to understate the harms experienced by trafficked
women. From Walby, it can be seen that, of the mean number of 20 assaults per year
reported by a victim of severe domestic violence, the breakdown by assault type is as follows:

3.5 chokings, or assaults with a weapon;

14.5 kicks/punches, threats to kill and threats with a weapon;
one severe sexual assault;

one rape.

Through inspection of the methodology adopted by Brand and Price (2000) to estimate the social
and economic costs of crime, Walby (2004) assumes that the first category of assaults is
equivalent to the Brand and Price ‘serious wounding’; the second category is equivalent to ‘other
wounding’; and, the third category is equivalent to ‘sexual assault. She further assumes that
domestic violence incidents have the same probability of being reported to and investigated by the
criminal justice system as equivalent non-domestic crimes. However, the researchers will assume
that, due to the nature of the coercive prostitution relationship, these crimes do not generally get
reported to the police, and hence result in no criminal justice costs. Similarly, because women
involved in coercive prostitution are not working in legitimate jobs, there will be no lost output for
the economy through any time they are unable to work because of injury. Ther