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Abstract 

 
Growing allegation of irregularities in the conduct of migrant workers’ recruitment drives global 
effort to eliminate unethical practices in the migration industry. As part of the international value 
chain, palm oil companies in Malaysia are expected to implement ethical recruitment practices. This 
study is an attempt to assess the employers’ commitment and practices in implementing ethical re-
cruitment in Malaysia. Deriving from four palm oil mills (employers) and further validated through a 
survey conducted against 92 Nepalese workers – this study argues that while employers have com-
mitted to cover certain costs of their migrant workers’ recruitment, they lack a clear policy commit-
ment, due diligence and monitoring against the labour recruiters. Consequently, the labour recruit-
ers (including the intermediaries) mainly in Nepal have imposed another set of recruitment costs 
which already covered by the employers in Malaysia. Alarmingly, the Nepalese workers have paid 
even a higher cost of recruitment than the cost borne by the employers. For ethical recruitment to be 
effectively implemented, the employers’ monetary commitment to cover the cost of their workers’ 
recruitment must be complemented with efforts to engage and monitor the conduct of the labour 
recruiters in migrant workers’ origin country. 
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INTRODUCTION 

International migration serves as an 
effective poverty reduction tool for mil-
lions of migrant workers through over-
seas employment and sending of remit-
tance to their origin country 
(Wickramasekara, 2000). It also serves as 
an essential factor to maintain or enhance 
productivity and reduce the cost of opera-
tion in various sectors of the economy in 
receiving countries (Carpio et al., 2015). 

Individuals from underdeveloped 
and developing countries tend to look 
abroad for better life opportunities. Evi-
dence reveals that many factors drive 
people's migration such as poverty, poor 
living standards and the lack of decent 
work, and humanitarian conflicts and nat-
ural disasters in many source countries 
(Black et al., 2011; International Labour 
Organization, 2016). A survey conducted 
by the ILO (2016) also uncovers that the 
willingness to migrate is widespread, and 
acute, particularly among the youth be-
tween 15 and 24 years old. 

While international migration can 
benefit the workers on many aspects (e.g., 
employment, remittance and social mobil-
ity), their negative consequences cannot 
be glossed over. Scholars warn that mis-
treatment and labour-related exploitation 
against migrant workers in many receiv-
ing countries are on the rise (Auwal, 
2010; Crinis, 2010; Kaur, 2010; Benach et 
al., 2011; Ducanes, 2013; Jureidini, 2016; 
Spaan & Naerssen, 2018). 

A growing number of studies and 
public reports uncovering various forms 
of labour exploitation such as withholding 
of passports and other identity docu-
ments (Fair Labor Association & Consum-
er Good Forum, 2018; Earthworm Foun-
dation, 2019; Wahab, 2019); employing 
children to undertake hazardous activi-
ties and harmful to their child develop-
ment (Jomo et al. 1992; Ismail, 2008; 
Rahimah & Suriati, 2013; Dzurizah & Jali-
hah, 2014); non-payment of wages and 

other practices that restrict workers’ free-
dom of movement and their right to asso-
ciation and collective bargaining 
(Kanapathy, 2008; Auwal, 2010; Abdul 
Rashid, 2010; Kaur, 2014; Dannecker, 
2005; Mei Wei & Yazdanifard, 2015; No-
rhidayu et al., 2016; Azad, 2018).  

Others argue that many migrant 
workers are recruited through a complex 
recruitment process in origin country – 
involving layers of labour agents, brokers, 
middle person and social networks – 
where workers are often unaware of the 
risks and consequences they would face 
(Kanapathy, 2008; Rahman, 2012; Azad, 
2018). The complex nature of their re-
cruitment process has many negative con-
sequences, one of which is the multiplica-
tion of recruitment costs borne by the 
workers and the potential case of bonded 
labour (Kanapathy, 2008; Jureidini, 
2016). 

In many instances, irresponsible 
practices and manipulation during the 
recruitment process leading to the high 
cost of migration imposed towards mi-
grant workers (Kanapathy, 2008; Azad, 
2018). This subsequently situates the 
workers at risk of many forms of other 
labour exploitation upon arrival in the 
destination country, including in debt 
bondage slavery-alike situations, as well 
as working in excessive hours to repay 
their cost of migration.  

The growing allegations and actual 
cases of unethical recruitment practices 
committed against migrant workers have 
prompted global actions to address it. 
This includes the most recent effort made 
by the ILO in 2019 through the adoption 
of the ILO's General Principles and Opera-
tional Guidelines for Fair Recruitment. 
Part 1(III)(1) of the ILO’s general princi-
ples advocate that the recruitment of 
workers should respect, protect and fulfil 
the internationally-recognized human 
rights, including the prohibition of forced 
and child labour, right to association and 
collective bargaining, as well as non-
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discrimination in respect of employment 
and occupation (ILO, 2019). Recruitment 
should also take into account policies and 
practices that promote efficiency, trans-
parency and protection for workers (see 
Part 1(III)(4)). The ILO’s guiding princi-
ples make it explicit that no recruitment 
fees or related costs should be charged to, 
or otherwise borne by, workers or 
jobseekers (see Part 1(III)(7)). 

Generally, there is no standard defi-
nition describing what constitute ethical 
recruitment practices. However, in the 
private sector, the term has been broadly 
referred to companies’ and intermediar-
ies’ practices that do not charge recruit-
ment fees to migrant workers (Open 
Working Group on Labour Migration and 
Recruitment, 2017). A consortium of mul-
tinational companies and expert organiza-
tions known as the Leadership Group for 
Responsible Business demands multina-
tional corporations to implement ethical 
recruitment by adopting the Employer 
Pay Principles (EPP) – a principle that 
guarantees no worker should pay for a 
job, and any cost of recruitment should be 
borne by the employer.  

While the cost of migration (or re-
cruitment fee) has been widely used as a 
yardstick to define whether a recruitment 
practice is ethical or otherwise, there are 
other aspects of recruitment needing 
thoughtful consideration. This includes 
the employers’ understanding of what 
ethical recruitment means in their human 
resource management. Secondly, employ-
ers' policy expression and practices relat-
ing to the recruitment of migrant work-
ers, such as, whether the employer has a 
clear policy commitment that governs 
ethical recruitment practice; or whether 
the company has due diligence in place to 
regularly monitor the conduct of recruit-
ment among their labour recruitment 
agencies?  

In Malaysia, selected sectors of the 
economy such as manufacturing, agricul-
ture and plantation remain as export-

oriented and labour-intensive industry 
(Kaur, 2010; Mohamed et al., 2012; 
Moktari et al., 2017). These sectors rely 
heavily on low-paid and unskilled migrant 
workers to fill up companies’ labour re-
quirement (Dannecker, 2005; Crinis, 
2010; Azman, 2013; Mei Mei & Yazdani-
fard, 2015).  

Malaysia's Ministry of Human Re-
sources in 2017 (New Straits Times, 
2017) estimated that there were a total of 
1.8 million migrant workers registered in 
Malaysia, originating mainly from Indone-
sia (39 per cent), Nepal (21.3 per cent), 
Bangladesh (14.9 per cent), India (6.3 per 
cent) and Myanmar (6 per cent). Other 
migrant workers, collectively form about 
12.5 per cent are originating from Paki-
stan, Philippines, Viet Nam, China, Thai-
land, Sri Lanka, Cambodia and Lao PDR. 

Malaysia signed a total of nine mem-
oranda of agreements (MoU) with source 
countries, including Bangladesh and Indo-
nesia. Recently, in September 2019, an 
MoU signed by the Governments of Ma-
laysia and Nepal, after a series of negotia-
tions between both sides – in an attempt 
to strengthen the protection of the Nepa-
lese workers, including making the em-
ployers covering the recruitment cost of 
their Nepalese workers into Malaysia 
(Anon, 2018). 

The palm oil sector in Malaysia con-
sists of plantations, mills and refineries. 
They contribute to Malaysia’s annual ex-
port revenue between RM60 billion 
(approximately US$15 billion) and RM70 
billion (US$ 17.5 billion) (Azman, 2013). 
The growing demand for palm oil-related 
products and the expansion of palm oil 
business operations in Malaysia necessi-
tate labourers, particularly unskilled mi-
grant workers to fill up labour require-
ment on sites. It is estimated that more 
than a half-million of workers – the ma-
jority of which are migrant workers from 
Nepal, Bangladesh and Indonesia are 
hired in the palm oil plantations, mills and 
refineries throughout Malaysia (Azman, 
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2013).  
Allegations of various forms of la-

bour exploitation in Malaysia, including in 
the palm oil sector have been continuous-
ly highlighted not only in academic re-
searches (Dannecker, 2005; Abdul Rashid, 
2010; Mohd Na’eim et al., 2014; Mei Wei 
& Yazdanifard, 2015; Varkkey, 2015; No-
rhidayu et al., 2016; Jasni & Othman, 
2017; Azad, 2018; Wahab, 2019) but in 
international organizations’ reports 
(Finnwatch, 2014; Amnesty International, 
2016), and media’s exposures (Wall 
Street Journal, 2015). 

As part of the global value chains, 
palm oil companies in Malaysia are also 
expected to implement ethical recruit-
ment practices. This commitment is often 
linked to their collective pledge to pre-
vent and address the incidence of forced 
and bonded labour in the palm oil sector. 
Given the previous allegations of labour 
exploitation of migrant workers in the 
palm oil sector in Malaysia, coupled with 
the complex process of their recruitment 
– this study aims to assess the implemen-
tation of recruitment practices in the 
palm oil sector in Malaysia. Specifically, 
this study seeks to respond to these three 
research inquiries; (i) how do palm oil 
companies (employers) understand ethi-
cal recruitment? (ii) how do palm oil com-
panies practice recruitment of migrant 
workers; (iii) do employers pay the cost 
of recruitment of their migrant workers.  

This study focuses specifically 
among the palm oil mills, referred herein-
after and interchangeably as “employers” 
and “companies”, and their respective 
Nepalese migrant workers. This study in-
volves four employers located in three 
States in Peninsular Malaysia, namely, Jo-
hor, Pahang and Negeri Sembilan. For the 
purpose of this study, ethical recruitment 
is broadly referred to as a recruitment 
process that respects, protects and fulfils 
the internationally-recognized human 
rights, as stipulated by the ILO’s general 
principles, under Part 1(III)(1).  

This study aims to enrich the grow-
ing literature in the migration industry 
(MI) research. Currently, scholars from 
various fields such as sociology, anthro-
pology, political sciences and the econom-
ics attempt to explain how MI (as an in-
dustry) fosters, assists and constraints 
migration (Glick-Schiller, 2009; Spaan & 
Hillmann, 2013; Cranston, 2016; 
Cranston, Schapendonk & Spaan, 2018). 
The MI aims to shape mobility pattern 
through the services they offer, from how 
a migrant decides his/her decision to mi-
grate, and after he/she has arrived at a 
destination country. 

While the current MI researches 
have been able to provide a scholarly ex-
planation on the dynamic role of man-
power agencies and intermediaries in 
promoting and facilitating migration, 
there is a lack of emphasis on the part of 
employers. This study aims specifically to 
fill the knowledge gaps by linking the em-
ployers' recruitment practices and migra-
tion process of migrant workers. By fo-
cusing specifically on the migration of 
Nepalese workers to Malaysia, this study 
also contributes in elevating the existing 
studies relate to migration corridor ap-
proach – that is between a pair of a source 
country (Nepal) and a destination country 
(Malaysia) (Spaan & Naerssen, 2018). 

RESEARCH METHODS 

As explained previously, this study 
focuses specifically on assessing the im-
plementation of recruitment practices 
among palm oil mills (employers) and 
their respective Nepalese migrant work-
ers. In doing that, this study used four 
methods of data collection, namely: (i) a 
key informant interview; (ii) a survey; 
(iii) a semi-structured interview; and (iv) 
a documentation review and field obser-
vation. The use of these combined meth-
ods has benefited this study on several 
aspects. First, it assisted this study to dif-
ferentiate between the costs borne by em-
ployers and workers, respectively. Sec-
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ondly, it enabled this study to capture and 
relate the diversity of views from differ-
ent segments of the key informants and 
respondents and validate them through 
case studies and quotes from the inform-
ants. Thirdly, by triangulating information 
from various sources of information, it 
further strengthened the credibility of the 
research findings and reduced biases. 

Concerning the first method of data 
collection, this study conducted four ses-
sions of key informant interview with 
four employers (mills). The four employ-
ers are referred to as the key informants 
(“mill1”), (“mill2”), (“mill3”) and (“mill4”) 
in this study. All employers were repre-
sented by their respective management 
employees at the middle-management 
level (e.g., manager and assistant manag-
er).  

This study surveyed a total of 92 
Nepalese workers those employed in all 
four companies. The surveyed Nepalese 
workers were selected using a random 
sampling strategy. Initially, the employers 
provided a list of all migrant workers 
working in each of the companies. The 
workers were then selected based on sev-
eral basic criteria. These include; (i) the 
workers' nationality (must be a Nepalese 
worker); (ii) working with the company 
not more than three years; (iii) workers 
must have their valid passport and work-
ing pass renewed. 

Each survey session took about 30 
minutes or less at a place convenient to 
the worker and without the presence of 
their superior or company’s representa-
tive. While the survey session was con-
ducted privately (without the presence of 
the employer), the Nepalese respondents 
were still cautious in answering the sur-
vey questions, afraid of the potential re-
percussion against themselves. This 
serves as a limitation in this study.  

The third method of data collection 
is a semi-structured interview with a total 
of 22 Nepalese workers. The 22 Nepalese 
workers (hereinafter referred to as the 

“Nepalese informants”) were among 
those 92 Nepalese workers who were ini-
tially surveyed for this study. Only a se-
lected few of informants’ responses, 
where relevant, are used in this study. 

The last method of data collection is 
a documentation review and field obser-
vation. This method has enabled this 
study to validate information received 
from the employers and the Nepalese 
workers. This method involved a review 
of relevant internal documents of the 
companies such as workers’ employment 
contract, monthly payroll, recruitment 
invoices and key companies’ policies (e.g., 
employment policy, social policy, sustain-
ability policy, and safety and health poli-
cy).   

The data collection was undertaken 
for a period of eight months, beginning 
September 2018 until May 2019 in Penin-
sular Malaysia. In the conduct of data col-
lection, the following principles were ap-
plied, namely; (i) the respect of confiden-
tiality. For instance, all informants and 
respondents were informed that their 
name and affiliation, including the name 
of the company, will be not revealed in 
this study; (ii) getting consent from the 
key informants and respondents prior to 
any of the data collection was conducted, 
and the future use of their personal sto-
ries and information. All respondents 
have signed a consent agreement prior to 
the survey and interview sessions con-
ducted; and (iii) ensuring the privacy of 
the data collection process. For example, 
all survey and semi-structured interview 
sessions were conducted in a private 
room, without the presence of their re-
spective employer.  

For security reasons and to prevent 
any unintended consequences, the per-
sonal details of the Nepalese respondents 
and informants have been kept confiden-
tial. As such, the names of respondents 
and informants shown in this study are 
not their real personal information. 
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RESULTS AND DISCUSSION 
How Do Companies understand Ethical 
Recruitment?  

This sub-section aims to respond to 
the first research inquiry explained earli-
er in this study, namely, how the compa-
nies understand ethical recruitment? This 
study found that all employers are una-
ware of the meaning of ethical recruit-
ment and the expected standards to im-
plement it. It was the first time that they 
(all mills) heard about ethical recruit-
ment, during which the data collection 
was conducted.  

However, key informants (mill1) 
and (mill3) stressed the point that it is 
already a common practice among the 
palm oil mills in Malaysia to cover the 
cost of recruitment of their migrant work-
ers. A key informant (mill1) informed that 
his company has already borne the essen-
tial recruitment items such as levy fee, a 
one-way airfare ticket and recruitment 
fee to labour recruiter in Malaysia. He 
then questioned the need to put in place 
another set of ethical recruitment stand-
ards as the majority of the palm oil com-
panies in Malaysia have already imple-
mented the practice of covering the re-
cruitment costs of their migrant workers 
for many years.   

The key informant (mill3) argued 
that it is the responsibility of the migrant 
workers to cover the other costs of re-
cruitment in origin countries such as the 
costs paid to labour agents and intermedi-
aries, as well as the cost to make their 
travel documents such as passport and 
working pass.  Besides, he added that his 
company (mill3) was only required by the 
Malaysian labour law to cover the recruit-
ment costs such as levy and recruitment 
fees in Malaysia. There is no necessity to 
cover the recruitment costs, if any, in the 
origin country of their migrant workers, 
he added. 

Based on responses expressed by 
the key informants, this study found that 

there is a lack of understanding of the 
overarching principles of ethical recruit-
ment. For example, while the employers 
have committed to pay certain costs of 
their migrant workers’ recruitment, this 
inadequately reflects the expected com-
mitment of companies in covering the 
cost of recruitment of their workers. 
There are other costs of recruitment 
items such as the processing fees of mi-
grant workers’ travel documents, expens-
es related to training and medical check-
up in origin country should also be borne 
by the employers.  

Besides, ethical recruitment does 
not only refer to companies' responsibil-
ity in covering the cost of migration of 
their migrant workers. It should also in-
clude companies’ responsibility to put in 
place a clear policy that expresses its 
commitment to execute ethical recruit-
ment; developing a due diligence process; 
providing pre-departure training; and 
other practices that fulfil the enjoyment of 
human rights of their workers. These will 
be discussed in the next section. 

How Do Companies Recruit their Migrant 
Workers?    

This sub-section responds to the 
second research inquiry that is: how com-
panies practice recruitment of their mi-
grant workers? First and foremost, this 
sub-section looks at companies’ commit-
ment in the form of policy expression that 
governs their recruitment practices. 
When asked about a written policy com-
mitment to managing migrant workers, 
all employers (except mill4) reported that 
they have at least a general employment 
policy covering both local and migrant 
workers in their own operations (see Ta-
ble 1). After reviewing their policy docu-
ments (except mill4), where available, 
this study found that there is no concrete 
policy expression governing recruitment 
practices. 

Similarly, none of the employers had 
put in place a reimbursement initiative in 
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order to repay the recruitment costs paid 
by their Nepalese workers in Nepal. A key 
informant (mill2) emphasized that there 
is no necessity for his company to create 
the reimbursement plan, not until the 
company has made a clear commitment to 
repay the recruitment costs paid by the 
workers.   

Another key informant (mill3) add-
ed that it is rather difficult for the compa-
ny to reimburse the recruitment costs 
paid by the workers in Nepal. This is be-
cause he claimed that workers often do 
not keep a record of their spending dur-
ing the recruitment process. His company 
cannot repay the workers based on what 
they claim without receipts or any form of 
evidence. Besides, the company has no 
clue of which recruitment items in origin 
country the company should repay.  

While all employers practised direct 
employment (i.e., all migrant workers are 
directly hired and paid by the employers), 
they used a third party – that is the labour 
recruiters in Malaysia to source migrant 
workers from Nepal. There is no clear and 
fixed selection criterion has been used to 
choose the services provided by the la-
bour recruiters. However, one employer 
(mill1) reported that the registration sta-
tus of the recruiter is crucial. He further 
informed that their (labour recruiters) 
good track record and reasonable service 
fee – are the other factors attracting the 
employers to keep using their recruit-
ment services.  

A key informant (mill1) informed 
that his company has been using the same 
labour recruiter in Malaysia for the past 
15 years. He further clarified that the ser-
vices provided by the labour recruiter 
have been very instrumental in ensuring 
adequate workers are supplied to his 
company. The labour recruiter is a regis-
tered entity under the Private Employ-
ment Agencies Act in Malaysia and has 
been able to demonstrate good perfor-
mance and charging a reasonable recruit-
ment fee.  

Despite the good impression about 
the services provided by the labour re-
cruiters in Malaysia, none of the employ-
ers had conducted regular due diligence 
to monitor the conduct of their labour re-
cruiters during the recruitment process. 
When asked whether their respective la-
bour recruiters have a relevant standard 
operating procedure in recruiting migrant 
workers, none of the employers was 
aware of this. All employers also indicated 
that they were not aware of the labour 
recruiters and other intermediaries in-
volved in recruiting the migrant workers 
in Nepal. A key informant (mill1) stressed 
that it is the responsibility of their labour 
recruiter in Malaysia to be aware of all 
these details, not his company. 

The conduct of a post-arrival pro-
gramme not only aims to set the tone for 
the employer-worker relationship but to 
also serve as a platform to listen and re-
spond on issues facing the newly-arrived 
workers with respect to their recruitment 
process. While three employers (mill1, 
mill2 and mill4) have conducted a regular 
post-arrival training and orientation, 
none of them has conducted due diligence 
or any form of risk assessment on the re-
cruitment process of their newly-arrived 
workers.  

A key informant (mill2), informed 
that all workers in his company, including 
the newly-arrived Nepalese workers, will 
have access to the company's grievance 
mechanism. If the workers have issues 
with regard to their recruitment process, 
they can always use the complaint log 
book or raise it to their respective super-
visors, he added. He further noted that for 
the past five years, there is no case has 
been lodged using the company's griev-
ance log book with regards to their re-
cruitment process. Most cases reported to 
the company's grievance record are is-
sues related to overtime pay, accommoda-
tion-related matters and other social 
problems such as alcohol use disorder.  

Upon arrival at the workplace, all 
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migrant workers, including the Nepalese 
in all four companies are required to hand 
over their passports to the management 
body for safekeeping. The workers will be 
asked to sign a consent letter, permitting 
the management body to keep their pass-
port. The workers will need to inform the 
management body, at least one working 
day, prior to accessing their respective 
passport, mainly for personal use such as 
visiting friends outside the locality.  

A key informant (mill3) emphasized 
that it is a common practice for compa-
nies in Malaysia to keep the migrant 
workers’ travel document, including pass-
port for safe-keeping. He stressed that 
this practice is maintained for the best 
interest of the workers. When asked 
whether such practice is permissible by 
the law, the key informant (mill3) in-
formed that all migrant workers had giv-
en their consent for the company to keep 
their passport, and that is aligned with 
the Malaysian Passport Act 1966. A key 
informant (mill2) informed that some 
workers are allowed to keep their own 
passport. However, this only applies to 
senior Nepalese workers those work 
more than five years with his company.  

The next sub-section will respond to 
the second research inquiry, namely, do 
employers pay the cost of recruitment of 
their migrant workers.  

Who Pay the Cost of Recruitment?  

As claimed earlier by the key inform-
ants, all employers have already commit-
ted to paying certain costs of their Nepa-
lese workers’ recruitment to Malaysia. 
This study found that the average recruit-
ment cost borne by the employers to re-
cruit one Nepalese worker is US$ 1,130. 
This average recruitment cost is divided 
into two categories. First, the recruitment 
cost during the pre-departure stage that 
is US$ 970 (86%) for each Nepalese work-
er recruited; second, the recruitment cost 
during the post-arrival phase that is 
US$160 (14%) per worker. At individual 

company's level, mill3 covered the lowest 
cost of recruitment for each Nepalese 
worker that is US$ 980, while mill4 borne 
the highest amount of recruitment cost 
that is US$ 1,310 (further see Table 2). 

While this study is able to provide 
the cumulative (estimated) recruitment 
cost borne by each company (and divided 
by the recruitment phases), it is unable to 
provide the breakdown of the cost of re-
cruitment. This is partly because the man-
agement body of the employers did not 
keep a good record of their recruitment 
spending. While invoices issued by the 
labour recruiters were available, they did 
not indicate a clear amount of recruit-
ment cost per individual Nepalese worker 
recruited. Additionally, the invoices did 
not breakdown the cost by recruitment 
items (i.e., how much is the airfare cost, or 
medical and insurance expenditures?). 
Invoices often issued in a bulk amount or 
only indicate the total cost of recruitment.  

The key informant (mill3) acknowl-
edged the difficulty to breakdown the re-
cruitment cost by recruitment items such 
as visa fee, working pass fees, training 
and medical expenditures, just to mention 
a few. He claimed that the recruitment 
invoices issued by the labour recruiter are 
based on a group of people being recruit-
ed for a particular time of recruitment. 
Besides, he further informed that the ac-
tual cost of recruitment per one migrant 
worker is not fixed, and it changes de-
pending on how many workers 
(collectively) to be recruited and the peri-
od of recruitment. 

Table 3 shows the recruitment cost 
by items – both at the pre-departure and 
post-arrival stages borne by the employ-
ers. Though all employers were unable to 
provide the breakdown of the recruit-
ment cost (by recruitment items), all em-
ployers were fully aware of what they are 
paying for. In other words, the employers 
were aware of each recruitment item cov-
ered in the recruitment package. These 
include a service fee to labour recruiter; 
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Table 1. Employers’ Practices with respect to Recruitment of Migrant Workers  
Source: Fieldwork in Peninsular Malaysia (2018 & 2019) 

 
Table 2. Cost of Recruitment (Estimated) Borne by the Employers  

Source: Fieldwork in Peninsular Malaysia (2018 & 2019) 

 

Companies’ Practices Employers 

Mill(1) Mill(2) Mill(3) Mill(4) 

Availability of a written policy relat-
ed to migrant workers (e.g., em-
ployment policy) 

/ / / X 

Availability of a specific policy on 
workers’ recruitment aligned with 
the broad definition of ethical re-
cruitment. 

X X X X 

Availability of reimbursement initi-
ative to repay the cost of recruit-
ment borne by the workers 

X X X X 

Conduct of due diligence against 
labour recruiters in Malaysia and 
Nepal 

X X X X 

Post-arrival training and/or regular 
orientation provided to the newly-
arrived workers 

/ / X / 

Post-arrival due diligence or risk 
assessment against workers upon 
arrival in Malaysia 

X X X X 

Provision or establishment of an 
internal grievance mechanism 

/ / / X 

Withhold workers’ passport and 
other travel documents (i.e., immi-
gration card) 

/ / / / 

Employer 
(Respondents) 

Average recruitment Cost (estimated) Borne by Employers 
(in US$) for Each Nepalese Migrant worker, 

Categorized by Recruitment Phase 

Pre-Departure Phase Post-Arrival 
Phase 

  

Total Cost 

Mill 1 US$ 970 US$ 180 US$ 1,150 

Mill 2 US$ 940 US$ 140 US$ 1,080 

Mill 3 US$ 910 US$ 70 US$ 980 

Mill 4 US$ 1,060 US$ 250 US$ 1,310 

Average Cost (all 
mills) 

US$970 

(86%) 

US$160 

(14%) 

US$1,130 

(100%) 
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levy, visa and working permit fees; securi-
ty bond; medical check-up and insurance 
cost; and the airfare cost – all of which are 
the recruitment items at the pre-
departure stage. At the post-arrival stage 
(in Malaysia), it is common for the em-
ployers to cover the costs of the workers' 
medical check-up; transportation cost 
(mill1), as well as training and induction-
related costs.  

While all employers have proven 
that they have committed to pay certain 
costs of their Nepalese workers' recruit-
ment, the workers themselves have paid a 
certain amount of recruitment cost. Based 
on a sample of 92 Nepalese workers in 
four mills, this study found that each Nep-
alese worker paid (on average) US$ 1,660 
to be recruited to Malaysia (see Table 3). 
This suggests that the workers are paying 
more than the employers have covered 
with an average difference of US$ 530. 

The recruitment cost paid by the 
Nepalese workers often includes recruit-
ment items such as the service fee to la-
bour agent (may consist of local agents 
and other intermediaries in Nepal); visa 
and working pass fees; a fee to make their 
travel document; a fee for medical check-
up and insurance; and a fee for air flight 
ticket – all of which are the costs paid at 
the pre-departure stage. This study found 
no recruitment items were paid by the 
workers at the post-arrival stage, in Ma-
laysia.  

A Nepalese informant (1) reported 
that the employer usually bears the re-
cruitment cost in the post-arrival stage in 
Malaysia. These include the cost for road 
transportation from the airport (i.e., Kua-
la Lumpur International Airport - KLIA) to 
his workplace in Johor; meals and accom-
modation during the induction pro-
gramme; cost for another medical check-
up in Malaysia. 

Another Nepalese informant (2) in-
formed that:  

“When I arrived in Malaysia, my em-
ployer picked me up at the airport (he 

may refer it to the KLIA), and immediately 
sent me to this mill in Johor. My employer 
didn’t charge or deduct my salary for this 
transportation service”. 

As the Nepalese workers claimed 
that they too had paid a certain amount of 
recruitment cost during their recruitment 
process, this study looks closely at the re-
cruitment items in which both the work-
ers and the employers have covered. In-
terestingly, more than half of the recruit-
ment items paid by employers in Malaysia 
were also paid by the Nepalese workers 
in Nepal. These recruitment items include 
fees for visa, working pass; medical check
-up in Nepal; insurance coverage in Nepal; 
and airfare cost. 

Charging workers for recruitment 
items which had already been covered by 
the employers in Malaysia depicts mal-
practices by the labour recruiters and the 
intermediaries in Nepal. This was made 
possible given the lack of awareness 
among the workers on what costs had al-
ready been paid by their respective em-
ployer.  

A Nepalese informant (3) informed 
that he was unaware that his employer 
had already paid the recruitment cost in 
Malaysia. He said, when he was ap-
proached by the intermediary in his vil-
lage in Nepal, he was told to pay a total 
amount of recruitment cost to cover his 
working pass, levy, insurance and the air-
fare ticket.  

Another Nepalese informant (4) 
shared that:  

“The agent didn't tell us that the em-
ployer in Malaysia had paid our recruit-
ment cost. For us, getting a job is im-
portant, and we only want to know how 
much our salary in Malaysia. Because we 
were so desperate to get a job, we just lis-
tened and adhered to the agent in Nepal. 
Further, we trusted the agent because 
they are from our own community”.   

A similar impression was shared by 
another Nepalese informant (5): 

“I had been unemployed for many 
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Table 3. Cost of Recruitment: Comparison between the Costs Borne by the Employers and 
the Nepalese Workers  

Source: Fieldwork in Peninsular Malaysia (2018 & 2019) 

 

 

Recruitment Items 
covered by work-

ers and employers 

Mill (1) Mill (2) Mill (3) Mill (4) 

Workers Employer Workers Employer Workers Employer Workers Employers 

Pre-departure stage (in Nepal) 

Service fee for la-
bour agent / middle 
person 

/ / / / / / / / 

Levy fee x / x / x / x / 

Visa fee / / / / / / / / 

Work permit fee / / / / / / / / 

Making identity 
card and passport 
(fee) 

/ x / x / x / x 

Security bond x / x / x / x / 

Medical check-up 
fee (home country) 

/ / / / / / / / 

Insurance fee 
(home country) 

/ / / / / / / / 

Training / orienta-
tion cost in home 
country 

x x x x x x x x 

Additional pro-
cessing fee (no 
further explana-
tion) 

x / x x x x x / 

Airfare cost (one-
way ticket) 

/ / / / / / / / 

Post-arrival stage (in Malaysia) 

Medical check-up 
fee in Malaysia 

x / x / x / x / 

Land transportation 
in Malaysia 

x / x x x x x x 

Training / induc-
tion cost in Malay-
sia 

x / x / x / x / 

Average recruit-
ment cost borne 

by the worker and 
employer 

US$ 
1,753 

US$ 
1,150 

US$ 
1,685 

US$ 
1,080 

US$ 
1,760 

US$ 
980 

US$ 
1,440 

US$ 
1,310 

Difference US$ 603 US$ 605 US$ 780 US$ 130 

Avegare differ-
ence 

US$ 530 
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years. When the agent came to my village 
and told me about the job opportunity in 
Malaysia, I grabbed it. I was not even 
briefed about the job scope and the loca-
tion of my employer in Malaysia. What I 
was made to aware was that I would be 
working in an air-conditioned factory in 
Kuala Lumpur with a monthly salary of 
US$500 (or approximately RM2,000). The 
agent then asked me to pay the recruit-
ment cost of US$1,500 – without telling 
me what this cost entailed”.  

A Nepalese informant (6) told that 
he paid about US$ 1,350 to his agent in his 
township in Nepal. The agent then issued 
him a receipt, written in English, but the 
details of the recruitment cost were not 
stated in the receipt. When asked whether 
he still keeps the receipt given by his 
agent in Nepal, the Nepalese informant 
(6) responded that he misplaced the re-
ceipt a long time ago. 

When asked whether the employers 
in Malaysia were aware of the practice of 
charging the recruitment cost to the Nep-
alese workers on the side of their labour 
recruiters in Nepal – none of the compa-
nies acknowledged this information. A 
key informant (mill3) stressed that none 
of his Nepalese workers complained 
about the recruitment charges imposed 
by their labour recruiter or agent in Ne-
pal. He claimed that these practices might 
be associated with the unauthorized in-
termediaries or individual agents who 
took advantage by recruiting and chan-
nelling the Nepalese workers to the man-
power agency (the authorized labour re-
cruiter) those mainly based in Kathman-
du, Nepal. 

What Went Wrong? Beyond Dollar and 
Cent 

The pledge to implement ethical re-
cruitment goes beyond a financial com-
mitment to cover the recruitment cost of 
migrant workers from their respective 
country to the destination country like 
Malaysia. Instead, it is just one initial step 

towards committing a responsible re-
cruitment practice in the business sector.  

The Institute of Human Rights and 
Business (IHRB, 2019), for instance, 
states that while it is strongly expected 
that employers will bear the full cost of 
their workers recruitment, such commit-
ment must be clearly expressed in their 
written policy commitment. Employers 
are expected to undertake a regular risk 
assessment on the conduct of their labour 
recruiters and other business partners, 
involved directly or indirectly in recruit-
ing migrant workers – both in sending 
and receiving countries. Employers must 
also take the necessary action to remedy 
issues and grievances raised by the work-
ers, including reimbursing the costs paid 
by workers during their recruitment 
(Institute of Human Rights and Business, 
2019). 

Beyond the financial commitment to 
bear the full cost of recruitment of their 
migrant workers, this sub-section assess-
es at what lacking both in terms of other 
commitment and practices on the side of 
the employers, and the issues facing the 
workers during and after their recruit-
ment process.  

Firstly, while employers have prov-
en to have covered the certain cost of 
their Nepalese workers' recruitment – 
such commitment is not reflected in their 
respective written policy commitment. 
The existing policy documents such as the 
Employment Policy, Social Policy and the 
"No Deforestation, No Peat and Exploita-
tion" (NDPE) Policy of the sample em-
ployers do not express their commitment 
to adhere to the ethical recruitment prac-
tice. This shows the absence of accounta-
bility and transparency on the side of the 
employers to roll out this commitment. 

The lack of a written policy commit-
ment, especially from the top manage-
ment hinders any efforts on the ground to 
act and remedy issues resulting from un-
ethical recruitment practices against the 
workers. A key informant (mill4) claimed 
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that his top management did not issue a 
direction for the company to reimburse 
the cost of recruitment which had been 
paid by their Nepalese Workers in the 
origin country. Without a clear path from 
the top management, the human resource 
department of his company cannot com-
mit to repaying the costs paid by the 
workers, he added. 

The absence of a clear policy com-
mitment also serves as an institutional 
barrier in implementing a good recruit-
ment practice, particularly on matters 
concerning the recruitment process and 
the costs to be paid by the employers to 
their respective labour agent. This brings 
me to raise the second point of discussion 
where all the sample employers have 
been too reliant on their respective la-
bour recruiters to manage the recruit-
ment process on their behalf.  

As claimed by a key informant 
(mill2), even the cost of recruitment had 
been determined uncontestedly by the 
labour recruiter. In other words, there is 
no bargaining of the recruitment cost, and 
his employer often in a situation where 
they will adhere to any cost of recruit-
ment quoted by the labour recruiter. Oth-
erwise, he added, his employer will face a 
labour shortage, and this will affect the 
company's productivity.  

Employers tend to avoid the hassle 
in the recruitment process. Of the four 
sample employers, only one employer 
(mill2) has a dedicated human resource 
officer in which his daily task includes, 
amongst others, managing the recruit-
ment of migrant workers.  The other three 
employers (mill1, mill3 and mill4) do not 
have a dedicated department and officer 
in charge of the workforce. All matters 
concerning the recruitment of workers 
are placed at either the accounting or pro-
curement department.  

Consequently, recruitment process-
es are often outsourced to the labour re-
cruiters in Malaysia. These include pre-
paring essential documents such as final-

izing employment contract, agreement 
with the manpower agency in the origin 
country, as well as preparing and submit-
ting documents for the application of mi-
grant workers' quota using the govern-
ment-dedicated platform.  

A key informant (mill3) stated that: 
“… we do not have a dedicated hu-

man resource officer, that is why we 
sought assistance from the labour recruit-
er to draft and finalize employment con-
tract. We determined the salary for the 
workers and other details such as work-
ing hours and working days, but the la-
bour recruiter will help us to ensure these 
are aligned with the national laws and 
regulations”.  

Another key informant (mill4) 
shared that: 

“The procedure to apply migrant 
workers' quota is a very tedious and com-
plex process. This consumes much time, 
and the fact that we do not have a dedicat-
ed officer to look into these processes – 
we asked the labour recruiter to do it on 
our behalf. The labour recruiter will make 
the application, and they charge us based 
on the services they provide. This practice 
has been implemented for years, and it is 
relatively economical compared to having 
to hire a human resource officer to do it. 
Furthermore, the recruitment of workers 
is not a daily routine. We only recruit mi-
grant workers when we need it, usually 
once a year, depending on the labour 
turnover in our company”. 

The risk of committing to unethical 
recruitment practices is escalating, given 
the fact that the employers lack a commit-
ment to undertake a regular assessment 
of the conduct of their labour recruiters. 
As mentioned earlier, none of the sample 
employers has any form of risk assess-
ment in place. While the employers have 
established contact with the respective 
labour recruiters in Malaysia, they were 
unaware of the labour recruiters and the 
intermediaries in Nepal. The employers 
may lose sight of any irregularities 
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throughout the recruitment process in 
Nepal. The employers also may face the 
risk of being uninformed and unaware of 
the risks facing the workers.  

While the existing recruitment prac-
tice may reduce the companies’ opera-
tional cost, they may face risks of commit-
ting to unethical practices and ultimately 
will bear the unnecessary costs to remedy 
any issues deriving from these unethical 
practices. These include the potential 
breach of national laws and regulations 
such as the Anti-Trafficking in Persons 
and Anti-Smuggling of Migrants 
(ATIPSOM) act; as well as a contradiction 
to the existing labour standards which 
will jeopardize their certification stand-
ard especially under the Malaysian Sus-
tainable Palm Oil (MSPO) related to la-
bour standards. 

Fourth, it is important to note that 
the cost of recruitment presented in this 
study are the estimated figures based on 
available receipts and invoices shared by 
the employers, and verbal claims by the 
workers where physical invoices (or re-
ceipts) were not available. The lack of 
documentation and good record-keeping 
practices serve as a barrier in moving to-
wards practising ethical recruitment.  

For a company to embark on ethical 
recruitment practices, it must first under-
stand the cost they likely to invest in and 
compare it with its existing cost for re-
cruitment. The employers need to keep a 
record of its invoices and receipts paid 
and issued by the labour recruiter and 
manage it on an individual basis (per mi-
grant worker) rather than a group of mi-
grant workers. This will help the company 
to understand the cost of each worker and 
manage it more systematically.  

A key informant (mill2) shared that: 
“We do not know how much it costs 

to recruit one Nepalese worker because 
the invoices issued by the labour recruiter 
are often for a group of Nepalese workers 
sourced to us. The invoices detailed out 
the costs based on recruitment items such 

as air flight ticket, working pass and visa 
(just to mention a few) but not on an indi-
vidual basis. We also do not have an indi-
vidual worker's profile in place, except for 
their monthly payroll. Other documenta-
tions such as the copy of the employment 
contract are placed at our headquarters in 
the city, not here in operation office”.  

Likewise, this study also found that 
the Nepalese workers themselves lack the 
awareness to keep their receipts and oth-
er documentation during the recruitment 
process. The vast majority of the surveyed 
Nepalese workers did not keep a copy of 
their employment contract. When asked 
whether they remember the key contents 
of their employment contract such as 
their scope of work, termination of the 
contract, etc., only a few of them remem-
bered it. 

A Nepalese informant (7) shared the 
following:  

“I did not keep the receipts during 
our recruitment because we were not 
asked to do so. Furthermore, why should 
we keep it unless someone wants to repay 
us”.  

Another Nepalese informant (1):  
“Our manpower agency (labour 

agent in Kathmandu) did not give us any 
receipt during recruitment. I paid the re-
cruitment cost through the individual 
agent at my village before travelling to 
Kathmandu. My local agent also did not 
give me a receipt”.  

Similar impression raised by other 
Nepalese informants (8)(9) and (10) that 
there is no necessity to keep a record of 
the receipts and other documentation in 
Nepal, especially during the recruitment 
process, unless the employers are willing 
to reimburse the cost of recruitment paid 
by the workers. Other Nepalese inform-
ants (11)(12)(13)and(14) raised another 
concern that it is almost impossible for 
them to be provided with receipts for re-
cruitment costs in Nepal such as local 
transportation (i.e., bus), local accommo-
dation during training and meals. The 
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Nepalese informants claimed that these 
service providers did not issue a receipt.  

 In brief, it is apparent that the la-
bour recruiters play a very significant role 
in fostering and facilitating migration of 
the Nepalese migrant workers to Malay-
sia. This supports existing pieces of litera-
ture of the migration industry (MI) re-
search such as Spaan and Naerssen 
(2018) – claiming that the Governments 
of Malaysia and sending countries have 
given too much space to labour recruiters 
to mediate the migrant labour market. 
Consequently, this has resulted in the pro-
liferation of the intermediaries, many of 
whom are unauthorized individual re-
cruiters, profiting from the desperate mi-
grant workers to work abroad.  
This study argues that while irregularities 
around recruitment practices committed 
by the labour recruiters and the interme-
diaries are a concern, the employers have 
an equally vital role to play. Notably, the 
employers may prevent the risk of unethi-
cal recruitment by, amongst others, en-
suring only the authorized labour recruit-
ers involved in recruiting migrant work-
ers, especially in the source country. This 
needs to be closely monitored, and one 
way of assessing the conduct of recruit-
ment is through regular due diligence and 
post-arrival interview session with the 
workers. 

CONCLUSION 

This study concludes that the lack of 
awareness and understanding hinders the 
effort to implement ethical recruitment 
practices, aligned with the ILO’s general 
principles of fair recruitment. While the 
employers have committed to cover cer-
tain costs of their workers' recruitment, 
they lack a clear policy commitment and 
due diligence to ensuring the ethical con-
duct of their respective labour recruiter
(s). Consequently, labour recruiters and 
the intermediaries involved in recruiting 
workers in Nepal imposed unnecessary 
recruitment costs which already covered 

by the employers in Malaysia. Interesting-
ly, this study found that the surveyed 
Nepalese workers have paid rather a 
higher cost of recruitment (on average) 
than the cost borne by the employers. 
This further strengthens many existing 
studies on the potential irregularities 
committed by actors in MI, particularly 
the labour recruiters and the intermediar-
ies (Spaan & Hillmann, 2013; Cranston, 
2016; Spaan & Naerssen, 2018). 

This is, nevertheless, not to conclude 
that the employers in Malaysia do not 
have a responsibility to prevent these un-
ethical recruitment practices. For ethical 
recruitment to be effectively implement-
ed, this study argues that the employers' 
monetary commitment to cover the cost 
of their migrant workers' recruitment 
must be complemented with a continuous 
effort to monitor the conduct of their la-
bour recruiters and to implement post-
arrival due diligence – enabling the newly 
arrived workers to raise their issues to 
employers for remediation.  

Academically, findings and discus-
sion in this study contribute to enriching 
the growing scholarly works in labour mi-
gration research. Firstly, this study sug-
gests that the concept of ethical recruit-
ment should go beyond employers’ mone-
tary commitment. Efforts to raise aware-
ness and exposure among the employers 
are equally important to ensuring top-
down's and bottom-up's buy-in and com-
mitment in implementing ethical recruit-
ment practices. This subsequently paves 
the way for necessary preventive and re-
medial actions to be put in place during 
which the recruitment process is conduct-
ed.   

Secondly, this study argues that em-
ployers have an equally important role in 
fostering and facilitating recruitment, par-
ticularly in the migration industry. Essen-
tially, employers create work opportunity, 
and that makes it possible for the recruit-
ment process to take place. As such, em-
ployers have the market leverage to per-
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suade labour recruiters to provide re-
cruitment services aligned to their 
(employers) expectations. With a clear 
policy commitment and guidance to prac-
tice ethical recruitment, employers may 
influence labour recruiters and the inter-
mediaries to ensure ethical conduct of re-
cruitment. This implies the need to con-
sider employers as actors in MI research, 
along with labour recruiters and the in-
termediaries. 

Thirdly, though this study focuses 
specifically in the palm oil sector, the find-
ings with respect to employers’ under-
standing, practices and responsibility to 
cover the cost of their migrant workers’ 
recruitment are relevant for other sectors 
of the economy. This is because the exist-
ing laws and regulations allowing the re-
cruitment of workers by an authorized 
third party such as labour recruiter in Ma-
laysia, apply to all sectors. Additionally, 
other economic sectors such as manufac-
turing and selected services (i.e., interna-
tional hotel and residency) are subjected 
to global market demand to implement 
ethical recruitment practices.   

The three points above are prelimi-
nary observations, and that would neces-
sitate further scholarly exploration. They 
may also serve as a source of hypothesis 
to further investigate the interplay be-
tween labour migration, migration indus-
try and labour rights issues occurring in 
both source and destination countries. 
Future studies may also be undertaken to 
investigate and explain the different dy-
namics facing other nationalities of mi-
grant workers by leveraging a corridor 
approach between Malaysia (as a destina-
tion) and another source country such as 
Indonesia or Bangladesh. 
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