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Due Diligence on Supply Chains: 
Detecting Human Trafficking in Southeast Asia



A number of recent headlines have highlighted the 

need for investors active in emerging markets to 

undertake thorough due diligence of supply chains. 

Inaction could not only result in legal repercussions 

for investors, but also seriously affect reputation and 

brand value. In this thought piece, Kroll explores the 

importance of thoroughly understanding supply chains 

in order to avoid unknowingly becoming complicit in 

human trafficking.  

Southeast Asia is one of the most exciting and lucrative 

areas for business and investment opportunities for U.S. 

and European investors. The region, led by countries 

such as Indonesia, Vietnam, Thailand, and Malaysia, 

has fared better than most in the subdued global 

economy in 2013. With the opening up of the long-

isolated but anticipated profitable market of Myanmar—

and potentially Papua New Guinea as well—the region 

continues to offer attractive business and investment 

opportunities. However, as part of a robust due diligence 

process, investors should be made aware of the legal, 

financial, and reputational risks associated with 

inadvertent complicity in human trafficking.

Despite increased efforts to combat it, human trafficking 

is perceived as the third largest illicit trade globally, after 

the illicit trade of arms and drugs. The International Labor 

Organization (ILO) estimates traffickers’ annual profits 

to be as high as US$32 billion. Out of an estimated 21 

million victims of human trafficking worldwide, more than 

half are estimated to come from the Asia-Pacific region. 

Contrary to popular and sensationalist belief, most victims 

are not trafficked into the commercial sex industry. 

According to a 2005 ILO report, out of an estimated 

9.5 million victims of forced labor in Asia, less than 10 

percent were trafficked for sexual exploitation.1 Rather, 

most victims find themselves pressed into bonded and 

forced labor for numerous industries including agriculture, 

fishing and seafood, garments and textiles, construction, 

hospitality and tourism, and mining and logging. The 

problem is particularly prevalent in Southeast Asia as 

many countries in the region are a key source of labor for 

these industries.

Because forced labor frequently occurs deeper in the 

supply chain, it is important to assess and investigate the 

potential use of bonded or forced labor by subcontractors 

and recruitment agencies. Increased scrutiny is of 

particular significance in light of recent legislation such 

as the California Transparency in Supply Chains Act. As of 

January 1, 2012, this act requires all retailers with more 

than US$100 million in global sales to publicly disclose 

their efforts to monitor and combat human trafficking in 

their supply chains. The law applies to more than 3,200 

corporations that do business in California, which has 

the potential to affect interests and policies along each of 

those companies’ supply chains.2

Avoiding unintended involvement in human trafficking—

and any attendant sanctions, such as fines for violating 

international or national anti-trafficking laws—requires 

a vigilant and proactive approach in managing the legal 

and reputational risks to a business. This is particularly 

challenging in emerging markets where political and legal 

frameworks are often underdeveloped. 
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Human trafficking violates a number of international legal 

conventions on labor and human rights, as well as national 

and sub-national laws. The United Nations (UN) “Palermo 

Protocol,” which took effect in 2003, has been signed by 

117 countries and has led to widespread national-level 

legislation by signatories. National anti-trafficking laws 

have been passed in nearly all countries in Southeast 

Asia. Myanmar recently repealed an antiquated law that 

condoned the use of forced labor by government officials 

and has put an annual national plan of action in place to 

address the issue. 

...human trafficking is perceived 
as the third largest illicit trade 
globally, after the illicit trade of 
arms and drugs.
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The Southeast Asian context
The 2013 U.S. Department of State Trafficking in Persons 

Report serves as an annual report card on the efforts of 

countries to combat human trafficking and complying with 

the minimum standards of the U.S. Trafficking Victims 

Protection Act (TVPA). The report relegated Cambodia to 

Tier 2 Watch List, joining Thailand and Myanmar in this 

tier, for failing to improve on its efforts to combat human 

trafficking. Placement on Tier 2 Watch List for three 

consecutive years results in an automatic downgrade 

to Tier 3, which can lead to economic sanctions such as 

the blocking of World Bank aid. Other countries in the 

region, such as Vietnam, Indonesia, and the Philippines, 

were ranked as Tier 2 in the most recent report for failing 

to comply with the minimum standards, but are making 

strides to bring themselves into compliance. 

While most of Southeast Asia’s emerging markets are 

recognized as source countries of trafficking victims, 

the rapid economic growth in the region has also led to 

numerous markets emerging as destinations for trafficking 

victims. Trafficking chains exist across a wide spectrum 

of business sectors and can range from highly complex 

global and national operations to smaller local cottage 

industries. The risks are particularly high in industries 

that are labor-intensive and rely on seasonal work. These 

industries include agriculture, construction, garments and 

textiles, fishing and seafood, and mining and logging. 

Forms of human trafficking involvement
 » Companies may be implicated in human trafficking 

in a number of ways, including engaging directly 

with trafficking victims through the recruitment, 

harboring, transportation, or receipt of a person who 

has been trafficked for purposes of exploitation. 

 » Companies may also be at risk of engaging directly 

with traffickers who may use a company’s premises, 

products, or services for the purposes of trafficking 

or exploiting victims. This is particularly relevant in 

the transport, hospitality, tourism, and information 

technology sectors. 

 » The most likely form of involvement comes from 

companies being indirectly linked with trafficking 

along the supply chain through the actions of partner 

companies, suppliers, contractors, labor brokers, or 

employment agencies. A company can be indirectly 

linked to trafficking through the use of forced or 

bonded labor, or the use of source materials, goods, 

and services that come from victims of trafficking.

In 2012, one of New Zealand’s biggest seafood 

enterprises, Sanford, was named in an investigative 

report for hiring foreign-chartered fishing vessels that 

relied on forced labor. The report garnered extensive 

global media coverage and led some of Sanford’s largest 

clients, including U.S. retailers Safeway and Wal-Mart, to 

investigate their fish supply chains, while also implicating 

retailers Whole Foods and Costco, and restaurant chain P.F. 

Chang’s. The allegations prompted the CEO of the largest 

U.S importer of New Zealand fish, Mazzetta Company, to 

send a letter to Sanford’s managing director demanding 

changes.  Sanford has since admitted underpaying the 

foreign crew, blaming its Indonesian labor agent for 

underpaying 100 workers by NZD 885,000 and ordered the 

agency to publish newspaper notices to help track down 

affected crew workers. Activists estimate that further 

investigation into the industry could lead to more than NZD 

13 million in underpayments.4

Trafficking chains exist across a 
wide spectrum of business sectors 
and can range from highly complex 
global and national operations to 
smaller local cottage industries.
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The legal risks of complicity include violating international 

and national laws. This could result in legal action, 

sanctions, and fines that require costly remedial action. 

Even in the absence of legal action, participation in 

human trafficking poses serious reputational risks for a 

company. Regardless of the scale of involvement, claims 

of human trafficking can cause serious damage to a brand 

and attract negative press from the media, consumer 

activists, and NGOs, affecting investor relations and 

consumer demand, and potentially leading to restrictions 

that could endanger commercial partnerships.

A closer look at Thailand’s fishing Industry 
Thailand is one of the largest exporters of fish and fishery 

products in the world, producing exports valued at US$7.3 

billion in 2011. Thailand is the third largest exporter 

behind China and Norway and supplies consumers in the 

U.S., Japan, and Europe.  It is estimated that 8 percent of 

Thai seafood exports go to supermarkets and restaurants 

in the U.S., making it the second largest exporter to the 

U.S. after Japan.6 

Thailand’s economic growth and relative prosperity have 

led to a shortage of workers in industries that depend 

on a low-skilled and labor-intensive workforce. This has 

prompted an influx of migrant workers from neighbouring 

countries, such as Myanmar, Cambodia, and Laos, to fill 

this void. 

The fishing industry is one of the key industries 

that employ migrant workers, many of whom are 

undocumented. It is estimated that more than 200,000 

migrants work on Thai fishing vessels and thousands 

more in related industries. A recent Human Rights Watch 

report estimates that the land-based sectors of the fishing 

industry employ more than 250,000 migrants from 

Myanmar alone, a number that has almost certainly risen 

in the wake of increased persecution of Rohingya ethnic 

groups in Myanmar. 

The risk of human trafficking is extremely high in this 

industry, where undocumented migrants, many as young 

as 16, are forced onto fishing boats for long periods of time 

and subject to arduous, often violent working conditions 

without pay. Reports suggest that fishing companies buy 

Rohingya men for between THB 10,000 - 20,000 (US$320 

- $640) from traffickers; a recent Reuters investigation has 

even implicated Thai authorities in aiding and profiting 

from these smuggling networks.7

The fishing industry remains one of the key areas of 

concern for human trafficking, leading the U.S. Department 

of State to place Thailand on its Tier 2 Watch List for a 

fourth consecutive year. The scale and exposure of the 

issue in Thailand may increase consumer and government 

pressure for companies to commit to conclusively 

demonstrating that supply chains are free from trafficking 

and other human rights violations.

High-risk sectors
For companies and investors operating or looking to 

expand into Southeast Asia, it is important to assess 

the risks of complicity in human trafficking in relevant 

industries. Industries in which human trafficking has been 

identified as a significant problem include:

Agriculture

Agriculture is a key export industry for many countries 

in the region. Markets such as Myanmar are seen to have 

huge agricultural potential, but given the significant 

relationship between human trafficking and agricultural 

production, due diligence and risk assessment is 

imperative to mitigating risk.

Construction

Rapid economic growth has led to a construction boom 

across the region leading to increased demand and 

opportunities for low-skilled migrant laborers. Foreign 

Rapid economic growth has led 
to a construction boom across 
the region leading to increased 
demand and opportunities for 
low-skilled migrant laborers.
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laborers are subject to extreme working conditions, abuse, 

and pay withholdings in the form of forced overtime 

or forced savings. While organizations such as the ILO 

extensively document labor abuses, there is significantly 

less research into the recruitment practices in the 

industry, which poses additional challenges in ensuring 

compliance.

Garments and Textiles

The garment and textile industry remains a key export 

sector for many countries in the region. Countries such as 

Vietnam, Cambodia, Thailand, Indonesia, and increasingly 

Myanmar, are central to the supply chains of numerous 

international brands. Reports alleging human trafficking or 

conditions of forced labor have not only affected the first 

tier of supply chains, but also subcontractors and even 

home-based workshops operating on the fringes of the 

formal economy. The growing global interconnectedness 

between companies, suppliers, and subcontractors 

requires vigilance and ensuring basic standards and 

compliance measures to mitigate the risk of complicity.

Hospitality and Tourism

Many countries in Asia are major destinations for tourists, 

and the tourism and hospitality industry is never far 

from the spotlight of human trafficking, particularly for 

commercial sexual exploitation. Resorts, hotels, clubs, and 

increasingly tour operators, cafes, and restaurants, are 

frequently caught up in reports of prostitution rings or 

criminal activity linked to sexual tourism. International 

organizations and the tourist industry have taken 

preventive steps, such as the adoption of “The Code” to 

implement anti-trafficking training and policies; there 

has also been increased attention on the vulnerability of 

temporary and migrant workers working in the industry.

Mining and Logging

Many countries in the region, particularly Indonesia and 

Myanmar, are major source countries for mining and 

logging operations. There are increasing reports of forced 

and bonded labor within the industry, but geographic 

remoteness of these operations poses additional 

challenges to ensuring compliance. 
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Kroll consulting services
Kroll is engaged on an ongoing basis undertaking various aspects of due diligence on potential partners for investors 

moving into Asia. Kroll in Southeast Asia, headquartered in Singapore, is active in all of the countries described in this 

report. As part of that due diligence process, Kroll suggests that investors assess the likely risk to their business from 

unwitting complicity in the human trafficking trade and consider a discreet and independent audit of supply chains to 

assess and mitigate against such risk
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