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Introduction

According to an International Labour Organization survey, there 

were more than 152 million child laborers around the world in 

2016, meaning that 1 in 10 of the world’s children provide child 

labor. We still have a long way to go to achieving the Sustainable 

Development Goal of abolishing all forms of child labor by 2025.

As a new solution that generates discontinuous change, Deloitte 

would like to propose to the world a framework for trade 

agreements on products that do not depend on child labor. This 

is a proposal to make international trade agreements that abolish 

tariffs on child labor-free products and build a world in which 

companies’ costs rise with their use of child labor. Given 

aggressive price competition in the manufactured goods market, 

if we could redesign the economic rationality that generate 

demand for child labor, then we could expect child labor to 

drastically decrease. We hope to see free and open global 

discussions about the agreements in this proposal.
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One in ten of the world’s children 

provide child labor

According to an International Labour 

Organization survey, there were more than 

152 million child laborers around the world 

in 2016, meaning that 1 in 10 of the world’s 

children provide child labor.

Child labor refers to people below the legal 

working age (usually age 15) performing 

more than light labor or people under age 

18 performing hazardous work. These 

children are prevented from enjoying a 

healthy childhood and education.

By industry, more than 70% of child laborer 

occurs in the agriculture, forestry, and 

fisheries industry, and it occurs in a wide 

variety of products including cocoa, cotton, 

sugar, and coffee. By region, 47.6% of the 

world’s child labor occurs in Africa, 

followed by 40.9% in Asia Pacific, with 

these 2 regions making up the majority. 

From 2012 to 2016, child labor increased 

particularly in sub-Saharan Africa. 

According to a 2020 draft survey by NORC 

at the University of Chicago, the 

percentage of children performing 

hazardous work in the cacao sector in 

Ghana and the Ivory Coast increase from 

30% to 41% within 10 years from 2008, 

requiring more intervention.

The United Nations has made the 

elimination of all of forms child labor by 

2025 one of its Sustainable Development 

Goals (SDGs) (Target 8.7). However given 

the current situation, it is extremely difficult 

to achieve the SDGs’ target.

Proposed framework for trade agreement for 

Child Labor Free Products

(Summary)

Africa
48%

Europe, Middle 
East, Central Asia

4%

Americas
7%

Asia Pacific
41%

Regions where child labor occurs

(2016)

Source: ILO Global estimates of child labour: Results and trends, 2012-2016 (2017) 

New requirements of international 

trade policy
Conversely, the focus point of trade 

negotiations has been changing in recent 

years. Up until now, trade policy focused 

on implementing large-scale free trade 

agreements (FTAs) such as the Trans-

Pacific Partnership (TPP) and Regional 

Comprehensive Economic Partnership 

(RCEP) to facilitate trade of multinational 

companies’ products, and we have mostly 

accomplished that.

The world has already begun discussing 

the next question: to what extent should 

trade policy contribute to achieving SDGs 

and solving social issues?

The Doha Development Agenda (DDA), a 

package of multifaceted trade 

liberalization negotiations, began in 2002. 

As its name suggests, one of the 

negotiations’ key agendas is to assist 

developing nations with their development 

through trade. The worldview the DDA 

aims is not one that can be achieved just 

by developed nations entering into FTAs 

with other developed nations; new 

initiatives that involve developing nations 

are necessary. At present, development 

initiatives in developing nations is driven 

by economic cooperation at the national 

level and aid from NGOs. However, 

discontinuous progress can be achieved 

by creating international rules.

At the present rate, it is 

difficult to achieve SDG

Target 8.7: “Eliminate all 

forms of child labor by 2025”

2.46
2.22 2.15

1.68
1.52
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Worldwide number of 

children engaged in child 

labor (hundreds of millions)

…

Agriculture, 
forestry, and 

fisheries, 71%

Manufacturing, 
12%

Service 
industry, 17%

Industries where child labor

occurs (2016)

1 in 10 of the world’s 

children is a child laborer

（152million, 2016）
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Deloitte’s vision of system 

for solving social issues:

Redesign economic 

rationality

Child Labor Free Zone certification 

system

To lay the foundation that comes before 

redesigning companies’ economic 

rationality through trade agreements, a 

child labor-free zone certification system 

was established in March 2020 in Ghana. 

This system, which recognizes areas that 

have built structures to deter child labor 

as Child Labor Free Zones (CLFZs), was 

made possible through the cooperation of 

members of Ghana’s Ministry of 

Employment and Labour Relations, the 

ILO, local NGOs, and Japanese NPOs 

such as ACE. CLFZ certification allows 

the Ghanaian government to understand 

the status of child labor initiatives in each 

area and also gives local communities

an incentive to eliminate child labor. 

However, this system alone is unlikely to 

open the door for a major breakthrough to 

achieve the SDGs on time. Although 

some very progressive companies that 

view solving social issues as important 

would be likely to preferentially source 

products from CLFZs, other companies 

will continue to source products from non-

CLFZs where child labor is involved.

Change the world by building a 

system in which costs go up the 

more child labor is used

Shift to a system where companies 

earn more profit by not using child 

labor

To eliminate child labor by the SDGs’ 

target of 2025, we do not have time to 

wait for mindsets around the world to 

change. An approach that targets the 

actual societal structures that generate 

child labor is necessary. The key to doing 

that will combine conventional 

approaches (where international aid 

organizations and NGOs have spent 

many years raising awareness and 

incomes of families who supply child 

labor) with eliminating demand on the 

business side due to ongoing fierce price 

competition. In other words,

if we can redesign economic rationality by 

creating a world in which companies see 

costs rise or sales fall the more they use 

child labor, child labor should decrease 

dramatically. Therefore, trade agreements 

would be one of the primary tools to help 

realize such a world.

0

XX

Without 

child labor

With child 

labor

World where

using child labor

drives up costs

To-be:

Redesigned 

economic rationality

CLFZ Validation Meeting in Ghana (January 2020)

XX%
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Deloitte’s proposal:

No tariffs for child labor free 

products (Proposed framework for 

trade agreement for Child Labor 

Free Products)

Deloitte would like to propose the use of 

trade rules as one way of significantly 

expanding the impact of such a system. 

Developing trade rules in which CLFZ 

products do not incur tariffs will build a 

system where companies earn more 

profits by not using child labor. This in 

turn would involve businesses all over the 

world and accelerate efforts to eliminate 

child labor. Using the example of cocoa, 

we see that only a very small portion—

around 6.6%—of the price of the final 

product (chocolate) goes toward 

producing the raw materials (cocoa 

beans). If child labor is eliminated from 

cocoa bean farms and those workers are 

replaced with adults, the higher labor 

costs would increase production costs to 

some extent.

However, this increase would be 

miniscule compared to later costs in later 

stages of production such as processing 

and logistics, so the increase could be 

cancelled out by reducing processing and 

logistics costs. Cocoa beans are usually 

shipped from the country of origin in bean 

form and then undergo intermediate 

processing into cocoa paste and cocoa 

butter in the importer country. Depending 

on these semi-processed goods, they 

may be exported to another country and 

undergo final processing into chocolate in 

that country. The final product chocolate 

is then traded and consumed between 

many countries. This process generates 

massive processing and logistics costs, 

one of the main ones being tariffs. In 

particular, cocoa paste, cocoa butter, and 

chocolate incur higher tariffs than cocoa 

beans. For example, China’s tariff (MFN 

rate) on cocoa beans (HS Code: 1801.00) 

is 8.0％ and South Korea’s is 5.0%, but 

No tariffs on products 

from CLFZs

Examples of target products

Cocoa Cotton Cobalt

Paste

price
Cocoa
bean
price

Chocolate

price

If not using 

child labor 

(GOOD)

Tariff

free
Proce-

ssing

costs

Import

tariffs

Proce-

ssing

costs

Tariff

free

Import

tariffs Chocolate

price

If using 

child labor 

(BAD)

“Child labor 

free

chocolate” 

is cheaper

GOOD

GOOD
GOOD

BAD

make logistics cheaper

“Child 

labor free 

chocolate” 

sells more

Cocoa
bean
price
BAD

Labor

costs

If using

child labor 

(BAD)

Instead of making production cheaper…

“Child labor 
chocolate” is 

cheaper

＋

＋

＋

＋

＋

Effects of eliminating tariffs on child labor free products
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many western countries have already 

made cocoa beans tariff-free. Conversely, 

the EU levies a 9.6% tariff on cocoa paste 

(HS Code: 1803.10 and others), and 

Japan and China levy a 10.0% tariff. For 

chocolate (HS Code: 1806.32 and others), 

the US tariff is 5.6%, Canada is 6.0%, 

South Korea is 13.4%, and Japan’s is as 

high as 18.4%. If we could reduce these 

tariffs, the companies involved could 

expect to see their costs greatly decrease. 

Deloitte would like to ask the World Trade 

Organization (WTO) and other 

international organizations to make a rule 

that tariffs must be eliminated on 

intermediate and final products made 

from materials from CLFZs.

Importing

country

EU USA Canada Australia Japan Switzerland China Mexico
South 

Korea

New

Zealand

Cocoa beans (1801.00)
MFN% - - - - - - 8.0 5.0 5.0 -

mil $ 4,564 1,218 180 3 161 132 63 90 29 5

Cocoa paste (without 

butter) (1803.10)

MFN% 9.6 - - - 5.0 - 10.0 5.0 5.0 -

mil $ 792 108 80 35 52 38 75 65 17 8

Cocoa paste (with butter) 

(1803.20)

MFN% 9.6 - - - 10.0 - 10.0 5.0 5.0 -

mil $ 183 123 25 46 2 0 3 3 0 1

Cocoa butter

(1804.00)

MFN% 7.7 - - - - - 22.0 5.0 5.0 -

mil $ 1,130 595 165 98 131 178 72 43 9 19

Chocolate (in other

items) (1806.31)

MFN% - 5.6 6.0 5.0 10.0 - 8.0 - 8.0 5.0

mil $ 73 324 112 75 77 41 71 38 60 26

Chocolate candy

(1806.32)

MFN% - 3.0 6.0 5.0 18.4 - 10.0 - 8.0 5.0

mil $ 329 524 127 101 153 34 55 25 38 53

Chocolate candy 

(1806.90)

MFN% - 2.2 5.2 5.0 17.6 - 8.0 - 13.4 5.0

mil $ 407 1,068 543 302 71 165 163 108 141 75

-MFN% = Most-favored nation (MFN) tariff rate is the rate usually applied when importing from a WTO-member country

-mil $ = Each country’s total imports of that product in 2018 (millions of USD)

Source: World Tariff, UN Comtrade

Import tariff rates on cocoa products in various countries

Preferentially source child 

labor free products to 

enjoy tariff benefits

Receive support to 

eliminate child labor 

because child labor free 

products sell well

Efforts to eliminate child labor 

accelerate because child 

labor free products sell well

Companies

Producing

countries

Local

communities

Ripple effects of eliminating tariffs 

on child labor free products

Effects of eliminating tariffs on child 

labor free products

If we can eliminate tariffs on products 

from CLFZs, any company whose primary 

focus is profit—not only progressive 

companies—will preferentially source 

child labor free products to enjoy tariff 

benefits. When producer countries realize 

there is high demand for child labor free 

products, they are likely to accelerate 

their efforts to eliminate it. Lower tariffs 

would also incentivize companies to 

assist producer countries’ efforts to 

eliminate child labor. Once products from 

communities with a child labor deterrent 

system start selling more, less developed 

communities will realize such a system 

will also benefit them, and follow suit to 

eliminate child labor and improve 

children’s education environment.
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Some products such as IT products 
and pharmaceuticals are now tariff-free 
for social good. On to the next agenda 
item: human rights

APEC Vladivostok summit, and the move 

was mentioned in heads of state 

speeches. Negotiations resumed in 2014 

after being transferred back to the WTO. 

As of July 2018, 18 countries and regions 

are participating in discussions including 

the US, the EU, Japan, and China.

As seen in the previous 3 examples, there 

have been international trade talks about 

reducing or eliminating tariffs on products 

that contribute to social and economic 

development.

Future negotiations will have to focus on 

protecting and respecting human rights 

including the child labor issue. Since the 

United Nations General Assembly’s 

adoption in 2011 of the Guiding Principles 

on Business and Human Rights, efforts to 

address human rights abuses committed 

in business operations are expanding 

globally at an accelerated rate. European 

countries such as the UK and France are 

leading the push for laws and regulations 

requiring human rights due diligence to 

prevent and correct human rights abuses 

such as child labor. 

However, global companies have so far 

failed to reach agreement on how to 

address human rights, and more and 

more companies fear they may very well 

incur losses by trying to seriously tackle 

the issue. Within this context, just how 

much could international trade rules, a 

powerful tool with the potential to 

universally transform companies’ actions, 

help resolve this problem? It has become 

a situation that even questions the true 

value of trade policy.

Top priorities in the new 

development agenda: business 

and human rights, child labor

There is the question of whether the 

international community will accept rules 

in which tariffs are eliminated on certain 

products that are considered “good”. 

Actually, such rules already exist. For 

example, many countries have no tariffs 

on IT and pharmaceutical products, and 

Asia-Pacific Economic Cooperation 

(APEC) and the WTO have been 

seriously debating lowering tariffs on 

environmentally-friendly products.

In the case of IT products, the Information 

Technology Agreement (ITA) went into 

effect in 1997. Several countries agreed 

to eliminate tariffs on IT products with the 

aim of promoting information technology 

and enriching lives around the world. As 

of May 2018, there are 82 participating 

countries/regions, and the agreement 

covers around 96% of the world trade of 

the items subject to the agreement.

In the case of pharmaceutical products, 

the Marrakesh Agreement was signed in 

1994 in Morocco. This agreement 

abolished tariffs on pharmaceutical 

products and pharmaceutical 

intermediates with the aims of freely and 

economically developing, producing, and 

internationally distributing pharmaceutical 

products. The tariff eliminations were led 

by the International Committee for the 

Elimination of Pharmaceutical Tariffs, and 

participating regions include the EU, the 

US, Canada, and Japan.

Negotiations for reducing tariffs on 

environmentally-friendly products are 

underway in the form of negotiations for 

the Environmental Goods Agreement 

(EGA). The Doha Ministerial Declaration 

in 2001 called for the establishment of 

negotiations on reducing and eliminating 

tariffs and non-tariff barriers for 

environmental-related products and 

service. Although this topic was debated 

as part of the Doha Round, negotiations 

lapsed and oversight transferred to the 

APEC. In 2012, agreement was reached 

on reducing tariffs on 54 items at the

Information Technology 

Agreement (ITA)

-82 participating countries and 

regions (as of May 2018), 

covers approx. 96% of the 

world trade of the items subject 

to the agreement

Elimination of tariffs on 

pharmaceutical products and 

intermediates

-Participating regions include the 

EU, US, Canada, Japan

-Currently, around 10,000 items 

are tariff-free

Environmental Goods 

Agreement (EGA)

-54 items were agreed on at the 

2012 APEC summit

2011

Adoption of the UN’s Guiding Principles on 

Business and Human Rights

2015

The UK’s Modern Slavery Act goes into force

2017

-ISO20400 (on sustainable procurement) 

goes into effect

-France’s Duty of Vigilance law on human 

rights goes into effect

2019

-Australia’s Modern Slavery Act goes into 

effect

-The Netherlands passes the Dutch Child 

Labor Due Diligence Act

Timeline of efforts to address 

human rights in business

Zero 

tariffs on 

pharma-

ceuticals

Zero 
tariffs on 

IT 
products

Reduced 
tariffs on 
environ-
mental 
goods
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What an agreement 

should contain:

Proposed framework for

trade agreement for 

Child Labor Free Products

Specific requirements for CLFZ 

certification include effective methods for 

monitoring and raising awareness of child 

labor, the existence of assistance 

mechanisms, and having education 

environments. These requirements 

reference the child labor free zone 

protocol and guidelines that Ghana’s 

Ministry of Employment and Labour 

Relations established in 2020.

Section 4 specifies the customs 

procedures to receive the tariff exemption. 

Following free trade agreements that 

usually require Certificates of Origin 

under the Rules of Origin, we would like 

to propose a system that uses CLFP 

certificates. To receive a CLFP certificate 

in the case of wholly obtained goods such 

as child labor-free cocoa, the 

importer/exporter would have to submit 

official documents proving the product 

was produced entirely within a CLFZ. In 

the case of other products such as those 

made from child labor-free cocoa, the 

importer/exporter would have to:

• submit official documents (relevant 

invoices, Certificates of Manufacture, 

etc.) proving CLFPs were used to 

make the product AND

• meet the minimum content standard

for CLFP materials (at least 20% of 

the materials used in the product are 

CLFPs) AND

• meet the mass balance standard (the 

quantity of the child labor-free 

processed product must not exceed 

the quantity of child labor-free 

materials, taking into account 

processing yield and losses)

Contents of the proposed 

framework for trade agreement on 

Child Labor Free Products

To develop such an agreement in more 

detail, Deloitte has created a proposed 

framework for a trade agreement on child 

labor free products, which would eliminate 

tariffs on goods produced without child 

labor.

Section 1 of the framework states that the 

signatory nations listed in the 

agreement’s appendix (i.e. developed 

nations) will abolish tariffs on products 

that do not depend on child labor (child 

labor free products; CLFPs). Section 2 

defines terms used in the framework. 

CLFPs refer to products that were 

produced and processed in CLFZs. 

CLFPs also refer to processed products 

that contain CLFPs and meet certain 

criteria. CLFZs refer to areas with a 

functioning system of watching out for 

and preventing child labor on a daily basis 

and communities can resolve problems 

when they occur. Such areas may or may 

not align with current administrative 

boundaries. The framework limits the 

location of CLFZs to developing nations.

Section 3 describes the CLFZ certification 

system. an international CLFZ committee 

composed of representatives from various 

countries will accredit each country’s own 

CLFZ certification bodies. Certification 

bodies will certify CLFZs in their 

respective countries. This is the same 

scheme used in other international 

certification systems.

Section 1 Objectives

Section 2 General Definitions

Section 3 Certification of Child 

Labor Free Zones

Section 4 CLFP Certificates

Section 5 Verification

Section 6 Penalties for Fraud and 

Prevention Measures

Section 7 Economic Cooperation

Contents of the proposed framework 

for trade agreement for Child Labor 

Free Products

CLFZ 

committee 

(international)

CLFZ

Certification

Body

CLFZ

Certification

Body

CLFZ CLFZ CLFZ CLFZ

Accreditation

Certification

CLFZ certification

scheme

Tariff free requirements

Other 

products

Submit official documents 

proving the item was 

produced entirely within a 

CLFZ

Submit official documents 

proving CLFPs were used as 

materials

Meet minimum content 

standard (CLFPs must 

comprise at least 20% of the 

product’s materials)

Meet mass balance standard

Wholly 

obtained goods



We developed these standards based on 

items audited in international fair trade 

certification and Rules of Origin in free 

trade agreements.

Sections 5 and 6 specify the procedures 

for checking the accuracy of the forms 

business operators submit to receive 

CLFP certification. Those sections also 

state that penalties may be imposed if 

any false information is found. These 

sections state that the exporting country’s 

government authorities must cooperate 

with an inspection, visit, etc. of the 

exporter’s facilities if the importing 

country’s customs authorities request 

such a visit for the purpose of verifying 

information on the CLFP certificate. If the 

exporter is found to be engaging in any 

fraud, s/he will be punished or sanctioned 

appropriately according to the laws and 

regulations of the signatory countries. 

This provision is typically included in trade 

agreements as the “authority to conduct 

verifications” with the intent of controlling 

business operators who attempt to 

manipulate information to receive tariff 

benefits (even when CLFZ items are not 

involved).
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Lastly, section 7 declares that signatory 

countries will cooperate economically for 

the purpose of eliminating child labor in 

developing countries. Even if the demand 

for products that do not rely on child labor 

increases, it will still be difficult for many 

local communities in developing countries 

to completely eliminate child labor all at 

once on their own. International 

organizations and NGOs will have to 

share their resources and know-how with 

local communities. In order to do that, we 

need to establish a CLFZ economic 

cooperation committee composed of 

government representatives from 

signatory countries. This committee will 

dispatch specialists and provide 

economic support such as facilities and 

materials to help eliminate child labor in 

developing countries. The committee will 

also solicit support for building CLFZs in 

producer countries. A dual macro/micro 

approach of using trade agreements to 

change companies’ actions (macro) 

together with accelerating child labor 

prevention efforts on a grassroots level 

(micro) would effect robust change in 

developing countries.

Measures to ensure that the tariff 

free system is used appropriately

Checks The exporter’s facilities can 

be inspected in order to 

verify the information on 

CLFP certificates

Penalties The persons involved can 

be punished according to 

each country’s laws & 

regulations if any fraud is 

found

Redesigning economic rationality

through trade agreements

(CLFZ committee makes rules)

Accelerating efforts to prevent

child labor through economic cooperation

(monitored by a CLFZ economic cooperation committee)

Eliminating child labor
by addressing both
supply and demand
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We look forward to hearing your 

thoughts on achieving SDGs

SDGs were listed in the final document 

adopted at the United Nations 

Sustainable Development Summit 2015. 

The title of that document was 

Transforming our world: the 2030 Agenda 

for Sustainable Development. As the title 

suggests, achieving SDGs requires a bold 

approach that goes above and beyond 

existing rules and transforms social 

structures.

We hope to generate free and open 

global discussions on using our proposed 

trade agreement as one way of solving 

child labor. We would love to enlist the 

knowledge, experience, and enthusiasm 

of you the reader. We look forward to 

your feedback about the trade agreement.

“Transforming our world: 

the 2030 Agenda for 

Sustainable Development”
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