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Preface 
 
 

Labour contracting is carried out by a worker or group of workers 
who have jobs that are not of a permanent nature. Their terms of 
employment are often short. According to the contractors with the 
oil Multinational Corporations (MNCs), the reason for using contract 
workers is mainly to enable them (the MNCs) focus on their core 
activities and thereby increase productivity. Trade unions have 
fiercely resisted the proliferation of contract workers in the oil 
industry. Violations of trade union rights are widespread in Nigeria 
as it includes intimidation of workers; refusal by employers to 
recognise trade unions; and dismissal of workers' representatives 
for trade union activities. An increase in the contract staffing has 
made it difficult to organise workers, particularly in the oil sector.  

 

Labour contracting in the oil sector in Nigeria is perceived by the 
trade unions as a social phenomenon and a hydra-headed monster 
in labour relations. Contract staffing in the industry is seen as a 
deliberate policy of the MNCs who created it in place of permanent 
labour employment. There are various nomenclatures used to 
describe labour contracting, including labour contract workers, 
temporary staff, service contract workers, direct hire, body shop, 
and fixed time contract, among others. Whatever the name given, 
the bottom line is that these workers are not on the user firms’ 
payroll and are therefore paid low wages, and hired and fired at will 
by the service providers/contractors. 

 

The MNCs in the oil sector contract out a large portion of their 
workforce to labour contractors to provide services to the 
companies (user firms) and pay the contractors service handling 
fees or commission, notwithstanding the continuous, routine and 
permanent nature of the job. The principal companies (user firms) 
in most cases employ these categories of workers, supervise their 
conduct and determine their salaries, but only transfer payment to 
the labour contractors. This will pave the way for an analysis of the 
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dynamics of the dichotomy between contracted workers and 
permanent workers in view of labour market segmentation and the 
nature of the MNCs’ flexibility approaches.  

 

With the increasing use of labour contracting, there is a greater 
integration of this approach into the production process. This tends 
to have changed employment practices and how workers’ rights are 
exercised. Whilst organisations are quick to advance arguments in 
support of this approach in terms of reduced labour costs, 
employment flexibility, and increased productivity; their antagonists 
see things differently.  

 

This book is, therefore, a product of my PhD research that was 
conducted between 2009 and 2012. Therefore, the work here 
critically analysed the dynamics of social relations of production of 
labour contracting within the Nigerian oil and gas sector as 
operated by some selected multinational organisations, namely: 
Mobil, Shell and Chevron. The study examined the nature of labour 
contracting, how and why it is adopted; and the implications of 
MNCs using such policies and practices in managing the Nigerian 
oil workers. The study shed light on labour contracting 
arrangements and emerging employment relationships, as well as 
tensions between workplace actors. 

 

The original thesis was seven chapters but presented in this book in 
twelve chapters. The introductory chapter provides a background 
into the themes of the research. The chapter contains the 
objectives of the study, statements of the research problem, the 
research questions, the rationale for the study, and the limitations 
of the study. Chapter two borders on the views expressed by 
researchers, scholars and academia in clarifying the concepts of 
labour contracting and employment relations. The chapter 
examined employment relations, the radical perspectives and the 
use of labour contracting as a strategic management tool. In 
chapter three, the lenses of multinational companies’ strategic 
internal financial control was considered with an understanding of 
the paradigm shift towards labour flexibility. This was done without 



 

ix 

 

losing sight of the significance of transaction cost and varieties of 
capitalism on labour contracting. Chapter four of the book 
considered an overview of the divided labour market, organisational 
flexibility viz-a-viz labour contracting among operating multinational 
corporations. The impact of the use of labour segmentation and 
flexibility as a means of control of the employees’ performance was 
considered. The chapter five specifically focuses on the policies 
and practices of labour contracting with careful attention to the 
three organisations investigated, namely: Chevron, Shell and Mobil. 
It examined the structures, operations, management and human 
resource practices of the selected MNCs studied. The chapter also 
looks into the challenges of human resource practices in a 
developing economy like Nigeria, and how employment creation 
had been possible through investment by the MNCs. The attendant 
challenges that comes with the use of this approach and emerging 
issues thereafter were considered here.  

 

In chapter six of the book, the dynamics of social dialogue was 
examined as a means of promoting a nexus between the MNCs, the 
state and the trade unions. Furthermore, the chapter examines the 
degree to which workers in Nigeria have a voice within their working 
environments, and pointed at the efficacy of social dialogue as 
panacea to challenges in industrial relations.  

 

Chapter seven examines the conceptualisation of employment and 
addresses the issues surrounding individual rights of employment 
relations. It goes on to discuss the background into trade union 
activities in Nigeria, with specific attention to the two unions – the 
PENGASSAN and NUPENG in the Nigerian oil sector. Also, in this 
chapter, the legal framework of employment relations, collective 
bargaining and the issues of restrictions and criminalisation of 
strikes and lock-outs are all addressed. Chapter eight examined the 
trade union policies in Nigeria. Furthermore, the chapter looked at 
the laws governing trade union activities in Nigeria; hence, the most 
recent amendment to the Trade Union Act was discussed. The 
chapter goes on to critically analyse the workers’ rights and its 
protection especially in time of change.   



 

x 

 

The chapter nine of the book discusses the methodology of the 
research. Here, the research philosophy, approach, strategy and 
methods are examined in-depth. Attention was given to the 
research design and data collection methods. In giving credibility to 
the chapter, consideration was accorded to the issues of validity 
and reliability; ethical issues regarding the conduct of the research 
particularly within the context of the industry being investigated (oil 
industry), and the country of study.  

 

Chapter ten contains the presentation and analyses of data 
generated from the field. Here, everything is driven home both 
conceptually and contextually. This presents a clearer picture of the 
nature of human resource policies and practices regarding labour 
contracting, inherent tension, working relations and the firms’ 
flexibility rhetoric, among others. The discussion on all the issues 
raised in the findings were examined in chapter eleven. 

  

The concluding chapter is chapter twelve. This summarises the 
whole work, reiterating the objectives of study and the uniqueness 
of the research. It analyses the implications of the research findings 
after due consideration of the facts established from the field and 
after carefully analysing all the secondary evidences. Such 
implications subsequently informed the recommendations which 
will hopefully go some ways in contributing to a better 
understanding and appreciation of labour contracting and the 
operations and practices of the oil MNCs in Nigeria. The chapter 
further discusses the contributions of this research to knowledge. It 
concludes with suggestions for future studies. 

 

This book is useful for policy makers as it could sensitise the 
government in addressing issues surrounding the violation of 
employment laws, and ensure the provision of decent work, 
community partnership, and social development; as key elements 
central to an efficient petroleum law in the country. Since Nigerian 
democracy is a nascent one, wide consultation and holistic inputs 
are critical to participatory democracy. Thus, this book will jolt the 
consciousness of the policy makers and the management of 
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multinational oil corporations to the unfairness and exclusionary 
tendencies prevalent, and stop ignoring the demands of the unions 
and contract oil workers as key stakeholders. It could go a long way 
in avoiding incessant disputes, misunderstandings, vandalism and 
unlawful killings of unarmed individuals. 
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1 
BACKGROUND OF THE STUDY 

 
 

 

Introduction 

 

This study explores labour policies and practices of multinational firms 
in their Nigerian oil and gas subsidiaries. It attempts, in particular, to 
critically examine the nature of labour contracting, including how and 
why it is used. Also, the study researched the implications of 
multinational corporations/companies (MNCs) using such policies and 
practices in managing Nigerian workers in their subsidiaries operating 
in the Nigerian petroleum sector. Using empirical and analytical lenses, 
the study aims to understand the nature of labour contracting and its 
effects on the employment relationship. The study sheds light on 
labour contracting arrangements and emerging employment 
relationships, as well as tensions between workplace actors. In the last 
two decades, anxieties in the industrial relations structures in the 
Nigerian oil and gas industry have evolved in a unique way that calls 
for meaningful research.  

 

CHAPTER 
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There appears to have been an increase in the marginal role played by 
Nigerian oil workers within the petroleum sector. The trajectory 
suggests that many of the workers have been placed on contract by the 
MNCs, while fewer numbers have permanent employment status. This 
issue has led to tensions in the industrial relationships between and 
within labour contractors, their contracted staff, oil sector trade 
unions, the communities, the government and the multinational firms. 
This situation was unchecked due to deficient vigorous labour 
regulations and the absence of effective implementation structures, as 
well as other wider issues relating to the Nigerian polity. These issues 
have been echoed among executive and legislative arms of the 
government in Nigeria, and pointed out in the Nigerian Local Content 
Bill; which is a bill enacted to affect and influence all work activities 
among MNCs in every sector, particularly in the oil and gas industry. 
The bill, which received presidential permission on the 22nd of April 
2010, addresses contractual issues; however, with respect to 
employment issues, it states that Nigerians should be given primary 
consideration for wage employment and training in any project by any 
operator or project promoter in the industry, among other issues.  

 

The Nigerian Local Content Act necessitates all operatives, be they 
local or foreign companies, to recruit or make use of only Nigerians in 
their junior and intermediate cadre. In section 25, the ACT stipulates 
that ‘all Oil Manufacturing and Service Companies shall be required to 
submit to the Agency on an annual basis, a Nigerian Content 
Development plan in accordance with the Regulations issued by the 
Agency’. In other words, every operative or company is required to 
submit a succession plan covering any organisational position not held 
by Nigerians, with a provision for Nigerians to understudy all current 
expatriates for a maximum period of four years, after which the 
position shall be devolved to a Nigerian. The Act allows investors to 
have or retain a maximum of five percent of management positions to 
take care of the interests of investors. The ultimate aim of the Nigerian 
Local Content Act is to increase the number of Nigerians working in 
the oil and gas sector and ensure job security, in contrast to what has 
been prevalent for decades where the majority of Nigerians working in 
the sector are subjected to precarious contract work. The policy 
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makers were looking at raising the number of Nigerians working as 
permanent employees in the oil and gas sector from 40% in 2004 to 
70% in 2010 (nigerianoilandgas.com). 

 

Labour organisations within the country have consistently objected to 
the precarious nature of contract work and the limited recruitment of 
indigenous Nigerian workers, the limited leadership roles given to 
Nigerian workers in the oil companies operating in the Nigerian oil and 
gas sector and the general expansion of the secondary labour market 
through the increasing use of labour contractors and temporary 
workers in almost all multinational companies operating in Nigeria 
(PENGASSAN, 2011). For instance, the Nigerian Labour Congress 
(NLC), president:  

 

‘has planned to declare total war on employers of labour in the country 
directly or indirectly involved in casualisation and outsourcing of workers in 
the nation’s economy. The congress has reinvigorated its anti-casualisation 
and unionisation committee to launch the onslaught on recalcitrant 
employers of labour in the country that do not recognise decent work policy 
in the Nigerian economy... the NLC is now more determined than ever 
before to vehemently resist all forms of casualisation and anti-labour 
practices. (Abdulwaheed Omar, NLC president, January 27, 2011, cited 
in Adeleye 2011:2)’.  

 

The problems associated with the lack of direct involvement and 
permanent employment of locals in the Nigerian oil and gas sector has 
attracted a hostile response from communities surrounding the 
multinational companies operating in the Niger Delta region of Nigeria 
(all oil exploration in Nigeria takes place in this region)(Okafor, 2007). 
Sometimes, Nigerian oil workers, together with communities 
surrounding the oil firms, have sought to use strike action, revert to the 
courts, vandalise oil facilities, and sometimes take foreign expatriates 
hostage. For example, between October and November 2006, nine 
expatriate oil workers – including five British men – were taken 
hostage (BBC News, 2006). In November 2010, Nigerian oil workers 
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shut down Exxon Mobil in Nigeria over the sacking of 84 Nigerian 
workers (Sahara Reports, 2010): 

‘The domination of the Nigerian oil industry by foreigners came under 
attack today as the Petroleum and Natural Gas Senior Staff  Association 
of Nigeria (PENGASSAN) in Mobil Producing Nigeria (MPN) 
commenced an indefinite strike over the sacking of 84 Nigerian oil 
workers by the company. The workers, numbering hundreds, blocked the 
gates to the Qua Iboe Terminal at Ibeno, Akwa Ibom, as they reported 
for work at the facility. The Nigerian oil workers in ExxonMobil’s 
Nigerian unit began the showdown with the management arguing that the 
sacking of indigenous workers in the guise of cost-cutting is against 
Nigeria’s national interests and leaves the oil sector in the hands of 
expatriates. They are accusing the oil firm of discriminatory labour 
practices that favour expatriates at the expense of indigenous manpower. 
The labour leaders said they were compelled to embark on the strike action 
because the management of the oil firm sacked the affected workers 
unilaterally, without consulting the union, in violation of laid-down 
procedures. (Sahara reports, November 2010)’. 

 

The intervention of the union is a preferred approach, unlike having to 
leave such decision in the hands of local communities, which often 
results in kidnapping. Most often, the reasons offered for the 
kidnappings of personnel by other indigenous workers or communities 
have been far from the truth or reality. At times, government officials 
have ascribed the problems to mischief makers and political enemies 
who are bent on discrediting the regime and have sometimes even 
accused the oil trade unions. Amazingly, there have been no serious 
changes of key labour policies and practice among companies 
operating in the Nigerian oil and gas sector. Rather, there has been an 
intensive pursuit of labour and service contracting.  

 

Aim and Objectives of Study 

 

The aim of this research is to critically analyse the dynamics of social 
relations of the production of labour contracting within the Nigerian 
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oil and gas sector as operated by some selected multinational 
organisations. More specifically, the research objectives are to: 

 

 Examine the nature of labour contracting, including how and 
why it is adopted and the implications of MNCs using such 
policies and practices in managing Nigerian workers in Mobil, 
Shell and Chevron; and 

 

 Ascertain the nature, experiences and implications encouraged 
and imposed on Nigerian workers when labour contracting is 
used by MNC’s management in Nigeria. 

 

The justification of the present study hinges on the pockets of 
unspoken tensions between contract workers and the permanent 
workers given the discriminatory labour policies and working 
conditions in multinational spaces (Okougbo, 2010). Again, there is 
also evidence to suggest that MNC’s labour policies in Nigeria promote 
disharmonious industrial relations and encourage unrest or violence, as 
evidenced in the kidnapping, torture and detention of expatriate oil 
workers, and the wanton destruction of lives and properties.   

 

Statement of the Research Problem 

 

The Nigerian oil industry is heavily dominated by multinational 
corporations (MNCs) whose recruitment and selection are assigned to 
different levels of management. Organisations vary, as to which level 
of management has responsibility for the recruitment of certain grades 
of employees. Given that the population of Nigeria is over one 
hundred and sixty million (CIA, 2011), making it the most populous 
African nation, with discreditable unemployment statistics, the country 
was vulnerable for exploitation by MNCs in terms of cheap labour 
(Fajana, 2011). There is an obvious disparity in the conditions of 
service, including remuneration, benefits, and promotion prospects 
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between contract workers and permanent workers. This often 
heightens tensions and creates insecurity within the working 
environment (Okougbo, 2010). Thus, the MNCs in the oil industry 
capitalise on the comatose nature of unemployment in Nigeria, paying 
salvation wages, and widening the gap between contract and 
permanent workers (Ajayi, 2011). 

 

Labour contracting in the oil sector in Nigeria is perceived by the trade 
unions as a social phenomenon and a hydra-headed monster in labour 
relations. Contract staffing in the industry is again seen as a deliberate 
policy of the MNCs who created it in place of permanent labour 
employment (Momoh, 2010). This is the placement of workers as 
temporary employees on jobs that are routine, continuous and 
permanent in nature. There are various nomenclatures used to describe 
labour contracting, including labour contract workers, temporary staff, 
service contract workers, direct hire, body shop, and fixed time 
contract, among others (Okougbo, 2010). Whatever the name given, 
the bottom line is that these workers are not on the user firms’ payroll 
and are therefore paid low wages, and hired and fired at will by the 
service providers/contractors (Barrientos, 2011). 

 

The MNCs in the oil sector contract out a large portion of their 
workforce to labour contractors to provide services to the companies 
(user firms) and pay the contractors service handling fees or 
commission, notwithstanding the continuous, routine and permanent 
nature of the job. The principal companies (user firms) in most cases 
employ these categories of workers, supervise their conduct and 
determine their salaries, but only transfer payment to the labour 
contractors (Okougbo, 2010). This will pave the way for an analysis of 
the dynamics of the dichotomy between contracted workers and 
permanent workers in view of labour market segmentation and the 
nature of the MNCs’ flexibility approaches. Kalleberg (2003) opined 
that this constitutes a shift in the employment paradigm in the work 
environment and that large organisations have moved towards 
segmentation of the internal labour market. 
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With the increasing use of labour contracting, there is a greater 
integration of this approach into the production process. This tends to 
have changed employment practices and how workers’ rights are 
exercised (Mohammed, 2010). Whilst organisations are quick to 
advance arguments in support of this approach in terms of reduced 
labour costs, employment flexibility, and increased productivity; their 
antagonists see things differently (Goldstein, 2009). For instance, 
McKinsey (2005) held that the organisations have contributed to 
reduce a continuous increase in the unemployment rate, particularly for 
those from ethnic minorities. On the contrary, scholars like Kallerberg 
(2003), Okafor (2007), Mordi (2008) and Okougbo (2010) all argued 
against the use of this precarious employment contract as it is 
considered an approach that  increases job insecurity, pays low wages, 
keeps the contracted workers in poor working conditions, and 
increases tension among all of the parties involved. These include the 
user firm, the contractors, the contracted workers, the permanent 
workers, their trade unions, and the government. This is not to say that 
this form of employment is only prevalent in developing countries or 
limited to the multinational corporations, as Coe and Jordhus-Lier 
(2010) stated in their work on internationalisation of temporary 
employment conditions and the changes it has brought about in the 
services industry. 

 

Research Questions 

 

Below are the main research questions that are directly germane to the 
objectives of this study: 

 Is labour contracting a specific labour management strategy 
used by multinational companies in the Nigerian oil and gas 
sector? 

 

 What are the types and scope of labour contracting schemes 
currently used?  Have they changed over time?  
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 What forces are helping or constraining the choices of labour 
contracting in Nigerian oil and gas sector?  

 

 What are the labour contractors and the contracted staffs’ 
perceptions of labour contracting arrangements? 

 

 What are the implications of increased labour contracting for 
the representation and rights of workers? 

 

The study is guided by the above mentioned questions. It is an 
empirical study undertaken among several labour contracting firms 
working with key multinational companies such as Mobil, Shell and 
Chevron. It would have been interesting to assess the viewpoints of 
primary stakeholders within the employment relationship in the 
Nigerian oil and gas sector; however, the multinational companies’ 
management declined being interviewed and prevented access to their 
staff, thus the research is discussed mainly from the perceptive of the 
contractors, the contracted workers and their trade unions. While this 
poses a limitation, it remains a significant addition to the existing 
literatures. 

 

Rationale for the Study  

 

Different researches have been carried out on various forms of 
employment contracts, especially on organisations’ use of flexible 
approaches, but not so much on labour contracting, particularly within 
the oil industry. Saloniemi and Zeytinoglu (2005) paid attention to how 
flexibility was used as a managerial control tool in Canada and Finland. 
The bulk of the studies conducted on the Nigerian oil industry tend to 
have focused more on the country’s political economic situations and 
the impact of militant groups on the MNCs’ productivity, with very 
few writings on employment relations that are prevalent in the sector. 
Okafor (2007) researched the significance of globalisation and the 
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nature of business ethics displayed by capitalists in entrenching 
casualisation of labour in the oil industry in Nigeria. In a similar vein, 
Anugwom (2007) focused on the impact of globalisation on the 
utilisation of labour in Nigeria; while Mordi (2008a, 2008b) studied the 
significance of labour market segmentations and the ethnic dichotomy 
in the Nigerian oil and gas sector, with particular attention on Shell. 
These studies mostly conduct their analyses at the macro level, as 
focuses are often on the socio-economic, cultural and political 
situations in the country.  

 

The uniqueness of this thesis, however, stems from its appreciation of 
the labour market of the oil industry in Nigeria and the social relations 
of production arising from there. This research draws on the previous 
studies with an appreciation of existing literatures on the subject.  It 
recognises the challenges inherent in the practices of labour 
contracting for the effective management of people working in the oil 
sector in Nigeria, where the vast majority of the population face 
absence of welfare packages, ineffective legal framework and high rate 
of unemployment, especially when juxtaposed with their western 
counterparts and the United States, where most of the MNCs hail 
from.  

 

Mobil, Chevron and Shell have been deliberately selected as the case 
study organisations as these three are arguably the biggest operators in 
the Nigerian oil and gas industry (PENGASSAN, 2011). Working on 
the sites of these organisations are some workers who have access to 
jobs with relatively better employment security and conditions of work. 
Whereas, working along them are those subjected to job insecurity, 
absence of pension and gratuity, lack of equity participation, and poor 
conditions of service, with no right of union representation; all in the 
name of contract employment placed in the hands of third parties 
called ‘labour contractors’. 

 

There are a number of salient arguments for the use of such 
employment contract arrangements. Atkinson (1985), Houseman et al 
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(2003), Lepak and Gowan (2008), Mordi (2008), and Okougbo (2010) 
all opined that cost advantages are associated with contract 
employment, with the tendency for organisations to gain competitive 
advantage and strategic managerial control. However, extensive 
researches available from Lerche (2007), ILO (2008) and Kallerberg 
(2011) all indicates that most labour contracting arrangements are for 
economic exploitation, attempt by the user firms (principal) to 
dissociate themselves from any long term commitment to employees. 
Other studies conducted by oil unions in Nigeria by PENGASSAN 
(2006), NUPENG (2010) and NLC (2011) all highlighted labour 
abuses perpetually occurring in the guise of labour contracting in the 
Nigerian oil sector. 

 

Since the oil and gas sector is currently the number one revenue 
spinner for the country (CIA World Fact Book, 2012), the significance 
of this study cannot be over-emphasised, especially when justified 
against the backdrop of the pivotal roles being played by the Nigerian 
oil workers in the country’s socio-economic and political development. 

 

Limitations of the Study 

 

One of the major limitations of the research is the sample size of the 
participants, which is not representative of the entire population. The 
impact of this limitation on the research findings is reduced by the use 
of other sources of data that will be described in the methodology 
chapter later. 

 

The use of an inductive and qualitative research approach also comes 
with its own limitations, as described by Robson (2005); these include 
the inability to generalise and replicate results, among others. In 
selecting these methods, however, the researcher explored the research 
problem within the case study organisations in order to generate new 
insights on labour contracting as a control mechanism by the 
organisations under review, and within the oil sector. This will lead to 
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further research (that can be used to build new theories) across 
industries in the Nigerian context. 

 

In practical terms, a major limitation was the issue of access. At the 
midway point of the research, the industry under review (oil) 
underwent some restructuring, which was brought about by political 
and economic factors. The Petroleum Products Pricing Regulatory 
Agency (PPPRA) was established leading to a major reform to bring 
succour to the supply and distribution aspects of the downstream 
sector in the oil and gas industry. This was in addition to the passage of 
the Petroleum Industry Bill (PIB) which came into effect in April 2010 
after the much dust it raised as to whether or not the legislative arm of 
government was not planning to distort the initial intention of the 
executive arm who initiated the bill. Confusion trailed the authenticity 
and originality of the bill, which initially comprised input of all 
stakeholders in the oil and gas industry as represented by the Oil and 
Gas Industry Committee (OGIC). This created a major challenge, as 
the research objectives had to be modified to reflect current reality. 
Again, germane to this is the issue of gaining access to the management 
of the MNCs who claimed to have a total non-disclosure policy. This 
made it difficult to get the views of this category of actors – the 
management. 

 

Another limitation was that the organisations usually present sanitised 
data that do not reflect an accurate picture of events in the firms. 
These bottlenecks slowed down the study considerably. Again, the 
issue of the extent to which the results from this study can be 
generalised and applied within a wider context calls for consideration. 
Yin (2009) argued that qualitative research using semi-structured 
interviews should not be used to make generalisations about the wider 
population, especially when based on a case study research such as this. 
However, the significance of this study and its contributions to 
knowledge within the national and industrial context is that its findings 
demonstrate a broader significance in relation to the use and practice 
of labour contracting, especially in the oil sector. 
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2 
CONCEPTUAL BACKGROUND FOR 

LABOUR CONTRACTING AND 
EMPLOYMENT RELATIONS 

 

Introduction 

 

The purpose of this thesis is to critically examine the nature of labour 
contracting, how and why it is used, and the implications of MNCs 
using such policies and practices in managing Nigerian workers in the 
oil sector. The fundamental objective of the study is to ascertain the 
nature, experiences and implications encouraged and imposed on 
Nigerian workers when flexible practices such as labour contracting are 
used by MNCs’ management in Nigeria. This chapter sets out a 
context for understanding multinational employers’ use of elements of 
numerical flexibility, such as labour contracting, as a means to manage 
its workforce in the labour market. The chapter reviews diverse 
literatures on conceptual constructs such as labour market 
segmentation and organisational flexibility. The aspect of dealing with 
the protection of contracted workers’ rights is treated in chapter four. 

 

CHAPTER 
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This chapter locates the current study within the human resource 
management and employment relations fields of study and seeks to 
clarify the terms. The study also identifies those foundational features 
of capitalist work relations that give rise to the pursuit of control by 
employers. Equally, the chapter explores select multinational 
companies’ structures, strategies and philosophies of employers control 
and its significance for the structural content of the internal labour 
market.  

 

The chapter further examines the structure for work control – the 
segmented labour market and flexibility. Lastly, the chapter brings to 
the fore the character of labour contracting, the potential of this and 
the dilemmas it poses for employment relationships. A detailed 
discussion of the above will aid a better understanding of the key 
research questions for the study.  

 

Employment Relations 

 

One aspect of the field of human resource management is employment 
relations. The study of the emergence of labour contracting as a 
growing contractual arrangement in the Nigerian oil and gas sector, 
and its implications for the industrial relations climate being created is 
directly linked to the study of employment relations. The term 
‘employment relations’ encompasses both the traditional and changing 
nature of individual and collective aspects of the relationship between 
an employer and their employees (Singh and Kumar, 2011). The term 
also includes the interaction and influences exerted by or between 
union or non-union environments and the government on the 
relationship (Byford, 2009). The field of employment relations is 
viewed as the understanding of rules that govern employment in 
organisations and the manner in which such known rules are 
interpreted, changed and implemented (Loudon, 2009).  

 

To fully understand this term, a broader perspective on the nature of 
economic activity involved is necessary. Moreover, the structural basis 
of probable conflict and accommodation between an employer and 
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employee also needs to be taken into consideration, as well as the 
positive and negative influences of the wider society on employment 
relations. Hence, the nature of employment relations in any 
organization should be seen in the wider context of socio-economic, 
political and legal structure (Debrah and Mmieh, 2009). Consequently, 
this term not only encompasses the deployment and utilisation of the 
work force but also the experience as well as the expectations of the 
labour in workplaces and the wider society (Debrah & Mmieh, 2009). 
It involves formulation, implementation and evaluation of all the 
policies aimed at improving the quality of lives of workers. Again, it 
incorporates strategies to achieve competitive advantage in the market 
(Dundon and Rollinson, 2011). For Rasmussen (2010) employment 
relations is strategic and accommodates strategic human resource 
management in order to achieve wider organisational competence and 
effectiveness.   

 

In this study, employment relations and industrial relations are used 
interchangeably. For Hyman (1975), the capitalist work relations 
constitute a methodical study of the processes of control over work 
relations. To that extent, labour contracting may be seen as a process 
of control. Hyman (2005) argues that industrial relations should 
encompass not only the study of conflicts but an accurate 
consideration of how these conflicts are created in the first place. 
However, Cascio and Boudreau (2010) and Gomez-Mejia et al (2012) 
see the capitalist work relations as a study of joint job regulation of the 
labour processes. The Chartered Institute of Personnel Development 
(Adam-Smith, 2010) identifies industrial relations as an initial social 
construct used to describe employment relations. They argue that 
industrial relations are the relationship between employers and 
employees collectively and that the term is not widely utilised by 
employers, policy makers and academics in Europe. They point out 
that industrial relations conjure up a set of employment relationships 
that do not exist, except in specific sectors such as the extractive sector 
including coal, oil and gas. Williams (2009) argues that despite the 
similarities between employment relations and industrial relations, the 
latter fails to cover every economic activity where workers discharge 
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their duties as authorised by their employer and are given wages as 
rewards for their services.  

 

For Fajana (2010), Industrial Relations mainly focus on mainstream 
categories of workers in manufacturing, tertiary, public and private 
sectors, whereas employment relations is more comprehensive and 
broader in covering all types of workers in paid employment including 
self-employed workers, domestic workers and all professional 
entrepreneurs, in addition to the mainstream categories of workers. In 
a sense, it can be argued that industrial relations, like any other subject, 
is dynamic and as such does not need a change in name as long as all 
stakeholders agree on the basic constituents of what should be called 
industrial relations. However, it appears that the term ‘employment 
relations’ is acceptable within the European Union, while in many parts 
of Africa and some parts of the US ‘industrial relations’ is still the 
preferred label. 

 

The study of employment relations is essential for those interested in 
the management of human resources. As Blyton & Turnbull (1994, 
2004) stated, the study is important because the world of work remains 
vital to the lives of people, which leads to the attention given to the 
setting of employment contractual arrangements, conditions of work 
and examines how people are treated at workplaces. Secondly, it has 
already been established employment relations literatures (Archibald, 
2009; Adam-Smith, 2010; Fajana, 2011) that employees are the most 
important factor of production in all sectors of an economy. Thirdly, 
employers and employees have a common interest in ensuring the 
survival of an organisation; despite the fact that employers want to 
maximise profitability as opposed to employees’ aspiring for higher 
wages and job security. This is without losing sight of the fact that 
employees in an organisation often have different objectives/needs. 
Lastly, it is important to study employment relations as there has been 
a significant move from an emphasis on the collective dimension, 
towards an incremental adoption of individualism.   
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The employment relations between employee and employer extend 
beyond economic to include social and sometimes political relationship 
where the employees offer mental and physical labour in reciprocity for 
rewards from the employer (Pilbeam, 2009). The employment 
relationship can be short-term or long-term, and each party is expected 
to state its interest. This itself is vital and brings an added challenge to 
the relationship, as each party seeks to reconcile its interest. These 
interests may comprise higher wages, job security, accessibility to 
career ladders and opportunities, provision of training and 
development, and clear career progression routes in the workplaces. It 
is often asserted that the fundamental interest of employers in a 
capitalist system is to maximise profitability and wealth by utilising 
employees in the most efficient and productive manner. This creates a 
conflict between both employers and employees because the interests 
of employees are considered to be costs for employers, which impacts 
negatively on profit (Cascio and Boudreau, 2010). On the other hand, 
employees are in a secondary position to employers in terms of power 
and control; they face confrontation by employers in the process of 
redefining and realigning their interests within the organisational goals. 
This subordinate position faced by employees is evident from the 
employment contract, which formalises and states that employees will 
offer their physical and mental labour in return for specific 
remuneration (Biswas, 2012). It is also argued that it is an authoritarian 
relationship between a superior and subordinate, where the employees 
are bound to accept and follow instructions from the employers or 
managers, either of them in position of authority (Blyton and Turnbull, 
1994; Rasmussen, 2010).  

 

There are several key actors in the employment relationship; they 
include primarily the employees and employers, while the secondary 
actors include the state or government and their trade unions. 
Employees are typically represented by trade unions, while employers 
equally have an employers association which can also represent 
employers on an industrial, regional or national level. Again, the 
government plays an active role in employment relations. Sometimes 
they act as public sector employer; they also enact labour legislation 
which structures the employment relationship (Lewis et al., 2011). The 
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state also enacts the ‘Employers’ role’ as it is an employer of public 
sector organisations (Edwards et al, 2007). It has a ‘facilitation role’ in 
establishing social rules and offers support services for the 
employment relationship. In a ‘structural role’, it builds economic 
policies which provide stability to business environment (Lewis et al., 
2011). Finally, the state plays the ‘constitutive role’, determining the 
constituents of the employment relationship in an economy (Johnson 
and Turner, 2010). Moreover, it has the duty to promote freedom and 
rule of law and encourage the achievement of equitable outcomes (Hill, 
2010).  

 

Radical Perspectives into Employment Relations 

 

Proponents of the radical school such as Marx and Engels (1967) 
argued that key actors in the employment relations include those who 
have the money, i.e. the capitalists, and those who do not, –i.e. the 
labour. Those with capital invest the money into business ventures. 
Sawyer (1989), following Marxist theory, held that capital can be 
classified into two different categories: variable capital and constant 
capital. Variable capital is perceived as capital equipment, i.e. 
equipment, factories and other means of production, which can be 
owned privately. This enables those with capital to recruit required 
labour, invariably placing the owners of capital in a position of control 
over labour (Piecherit, 2009). The Marxist perspective on the 
employment relationship is the dissociation of labour from labour 
power. Marxists argued that the labour process originates from the fact 
that the capitalist employer purchases various components of 
production, including variable and constant capital, which are factors 
of production, placed side-by-side to work one on the other. 

 

For Marx and Engels (1967), the owner of capital does not buy the 
worker as a slave; rather what the worker sells to the capitalist 
employer is their labour power. Labour power, refers to the totality of 
man’s physical and mental capability that are exercised at any point he 
is required to add value in a production process (Gold, 2009). There 
are several reasons why workers cannot be equated to any other kind 
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of resource; these include the fact that workers are a different kind of 
commodity as their uniqueness possesses a source of value that cannot 
be equated with other kinds of properties employed by the capitalists 
(Otobo, 2010). The capitalist cannot easily get in any market a 
commodity as special as a worker who has the capacity for labour or 
labour power. Secondly, the worker is different from other factors of 
production because this is the only commodity among the factors of 
production that actually bargains with the employer.  

 

Under the common law of contract, the owner of capital and the 
owner of labour are equal and must have a clear understanding, 
offering and acceptance of each other’s contribution for a legal 
contract to be binding. Thirdly, the workers’ labour powers are sold for 
a defined period of time. Otherwise, if it is sold in perpetuity, it would 
be tantamount to the worker ceasing to be a worker or owner of 
labour power, and instead effectively becoming a slave. The worker 
must regularly see his labour power as his unique property, a 
commodity that he can place at the disposal of the buyer (the 
employer) on a temporary basis, and only by this means can the 
employee be prevented from denouncing their ownership right (Lewis 
et al., 2011). An appreciation of the above position is evident in today’s 
knowledge workers, and in acknowledging the significance of 
intellectual property. 

 

Generally speaking, the relationship between the other factors of 
production and labour is de-emphasised or omitted in economic 
literatures. They are normally lumped together like any other factor of 
production. It does not as Thompson (1989: 40-45) argues, ‘make clear 
the conditions under which employees work in particular socio-
economic formations’. For example, ‘the fact that production is a social 
process arranged or formed within a specific institutional and social 
frame is largely ignored’ (Nolan 1983:292). The overriding interest of 
the capitalist, to pursue the production of commodities with a use-
value and exchange those commodities for a price greater in value than 
the cost incurred in production, is the main goal of capitalism. The 
control of workers is imperative for employers as they aim for 
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adaptability, legitimisation, continuity of production and profit 
(William and Adam-Smith, 2010).    

 

Employment Relations and Labour Contracting as a Strategic 
Management Instrument 

 

The contest for control of workplace processes has always been a 
central theme within employment relationships. For instance, the 
employer has control over the production process, while workers also 
endeavour to control their labour process. However, from a 
contractual legal perspective, workers surrender control of their labour 
power to the employer as soon as the employment contract 
commences (Williams and Adam-Smith, 2010). Control in an 
employment relationship may generally be defined as the power to 
direct, determine, or constrain a person or group (Cascio and Aguinis, 
2010). It is the activity of managing or applying control over labour or 
work processes. Employers have often used a variety of arguments to 
protect their privileges, rights and pursuits for greater control over 
labour processes. This argument can be broken down into three 
categories. The first has to do with the need to guarantee stability and 
firm performance; the second concerns profit maximisation and cost 
minimisation; the third relates to the issue of discipline and ability to 
respond quickly to market changes (Torrington and Hall, 2011). 

 

With the rise in new technology, globalisation and unionism, significant 
complexities have been introduced into this employer-employee 
relationship (Mordi and Mmieh, 2009). Significant complexities here 
refer to those external influences, such as market forces – that is, 
economic factors affecting the availability, demand and price of a 
commodity – the interaction of supply and demand, that shape a 
market economy. Such economic factors can include competition, 
which sometimes forces mergers among companies, new technology 
and its transfer/application, aggressive unions and their reaction to an 
employer’s pursuit of absolute control, and new government and 
economic policies.  
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These will affect what sort of workers are employed, the distribution of 
job tasks, and the control and general reorganisation of work 
boundaries. In the event that employers find these tools helpful in 
propping up the pace of capital accumulation, sustaining and 
reinforcing the ascendancy of the employers’ control, such changes and 
strategies are embraced. It is important to note that each time 
employers reshape their business strategies, there are implications for 
the structure and content of the workplace, and these include the way 
in which the workforce is organised. 

 

The exercise of control over the workers is a means of obtaining the 
desired work behaviour from others. In identifying the essentials of a 
system of control, Edwards (1979:17-18) argues that they consist of 
devices ‘by which employers direct work tasks; the procedures whereby 
they supervise and evaluate performance in production; and the 
apparatus of discipline and reward’. There are problems, both 
theoretically and practically, when one attempts to specify what control 
is, how control is acquired, and how it is maintained. For Martin and 
Fellenz (2010), in order for employers to exercise control, there is an 
essential need for hierarchical chain of command. In their definition of 
control, Cascio and Aguinis (2010) argue that control can be referred 
to or defined as a situation by which an employer will have absolute 
power to provide all that the business needs and hire and fire at will as 
he is capable of determining and more or less controlling the way of 
life of the employee. No employer has such absolute control. 

 

It is important to note that the nature of the employment relationship 
has been described as one in which the owner of labour submits or 
must trade both their physical and intellectual abilities to the owner of 
capital of production.  From the inception of the relationship and 
throughout the existence of the relationship, the employee is 
subordinate (Piecherit, 2009). The employee, within this 
“indeterminate” and asymmetrical employment contract, submits the 
ability to work for some remuneration from the employer. It becomes 
more obvious that the relationship is certainly not that of equals, as 
perceived by the legal mind. The single employee cannot match the 
single employer, which is a “bundle of economic resources”. 
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Consequently, in order to match the employer, the employees must 
organise themselves into a group. The coming together of the 
employees when bargaining with the employer helps bridge the initial 
wide gulf between the employer and the employee.  

 

Generally, the ideas above resonate with Dessler (2012), who argues 
that whenever an employee accepts an employment contract, he has 
inadvertently agreed to comply with the instructions, rules and 
regulations that guide the discharge of such responsibilities; and that 
the employer, on the other hand, will be obliged to only give 
instructions within the limit set by the organisation and that are 
generally acceptable to society. What appears to be clear is that the 
extent to which control can be exercised depends upon the possession 
of power (Piecherit, 2009). However, identifying the location or who 
has power and, indeed, control within a management setting is not a 
simple exercise. Power, like many conceptions within social sciences, 
does not have a single settled definition. The way power is engaged or 
utilised may influence how power is defined. ‘Power may be defined as 
the production of intended effects’ (Lukes, 2005:19). For Lukes (2005), 
this definition is narrow. He argues that before an individual can claim 
to have power, he/she must not only be able to ‘produce intended 
effects’ but have the ‘capacity’ to produce the intended effects 
whenever desired. The application of Lukes’ definition within the 
employment relationship is not straightforward. For example, it is 
possible to argue that both employers and workers are legally 
empowered through employment rights to exercise power in various 
forms (i.e. workers can influence employer policies through strike 
actions). 

 

This sort of power shared via employment rights between the 
employer and employee is what Weber describes as ‘decentralisation of 
domination’ (Lukes, 2005:124). Weber (1968:28) argues that, in a sense, 
domination can be substituted for power: ‘Domination is quite a 
general sense of power, which connotes the possibility of imposing 
one’s own will upon the behaviour of other persons’. Thus, both those 
who want to dominate and those who resist, or potentially can resist, 
have various degrees of power. Traditionally, once a worker enters the 
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employment relationship and agrees to offer their labour power to the 
employer, based on the terms specified in the employment contract, 
such a worker comes under the control and power of the employer. 
This form of power, for Galbraith (1986:216), is called ‘compensatory 
power, which for him is a source of power for the employer who wins 
submission from the worker by the offer of an affirmative reward’. 
However, this legal authority to control the employment relationship, 
which is rested on the employer via the contract of employment, does 
not necessarily translate into operational control over the employment 
relations. Management still seeks to transform the labour power it 
purchases into productive labour, which produces goods and services 
(Sias, 2008). It is in the attempt to translate this legal authority or legal 
contractual agreement into operational control that conflict occurs.  

 

Before going further to consider the pattern and character of the 
control utilised by managers in the internal labour market of a firm, it 
is appropriate to identify the group of employers and firms being 
studied. Thus, the next section will examine the multinational 
company. 
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3 
OVERVIEW OF THE MNCs 

 

Introduction  

 

Over the last three decades the importance and influence of the 
multinational company has not been exhaustively explored (Martelli 
and Abels 2011:890). For Harzing and Pinnington (2010), it is clear 
that a key source of economic exchange and activities is engineered by 
the MNCs, who account for eighty per cent of world trade. MNCs, 
according to Guillen and Garcia-Canal (2009), have grown and 
expanded both vertically and horizontally. For Guillen and Garcia-
Canal (2009:25-26) vertical expansion occurs when the organisation 
locates assets or employees in a host country with the aim of “securing 
the production of raw materials, component, or input or the 
distribution and sale of good or service”, while horizontal expansion 
takes place when the MNCs set up a subsidiary or delivery facilities in 
another country with the aim of trading in that host economy or 
market and not abandoning the production in the home country. In 
1994 alone, there were 37,000 MNCs with over 206,000 subsidiaries 
(Rees and Edward, 2010) around the world. MNCs can be described as 
firms that own/control production/service facilities and activities 
which are capable of adding value in more than a country. The 
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ownership and control elements that can add value to the 
organisation’s activities is what distinguish MNCs from other 
organisations that simply carry out trading activities at the international 
levels (Hill, 2010). Rugman (2005; 2007) argues that the MNCs account 
for ninety per cent of the world’s foreign direct investment and more 
than fifty per cent of the world’s trade. Before 2005, most of the 
MNCs made their revenues from Europe, North America and Asia 
Pacific. However, there has been a paradigm shift as MNCs increase 
their presence and activities in both developed and developing 
countries.  

 

Again, the definition of a multinational company is not fixed. 
However, there are many indices to use in describing organisations that 
trade overseas. Ownership or the number of countries where such 
businesses are present are good criteria but insufficient, just as the 
volume of investment or percentages of returns and equity distribution 
on the basis of nationality are useful but not enough in ascertaining an 
appropriate definition. Of greater importance is the perception toward 
the ideas, resources and foreigners in the headquarters and subsidiaries 
or home and host environment (Perlmutter 1969; Rugman 2009). 
These orientations can be divided into three primary management 
attitudes towards the management of human resource management. 
They include ethnocentric (home country oriented), polycentric (host 
country oriented) and geocentric (world-oriented). The ethnocentric 
characteristics are common with organisations that have huge presence 
overseas. The subsidiary companies’ values, culture and strategic 
decisions are made at the corporate headquarters (Rugman 2009). The 
company is largely managed by expatriates, who might be present or 
past headquarters’ staff, and are often from the country of origin. 
Many Japanese and American companies have been accused of trying 
to foist on host communities a harmonised view of employee relations 
policy and practices that may work at home but that are inconsistent 
with the traditions of the host communities (Bamber et al, 2010). For 
Armstrong (2009), the host country subsidiary has a tactical role and 
not a strategic role that is usually dominated by the concerns of the 
parent company.   
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The polycentric management attitude is pluralist in its approach. It is a 
situation where the parent company employers acknowledge that the 
subsidiary is located in a different country, culture and people. It is 
assumed that the host communities know exactly what they want there, 
and, as such, the foreign firm should have indigenous content. The 
overseas subsidiaries are an autonomous business unit, as they are 
controlled and managed by local managers. Subsidiaries are allowed a 
larger measure of autonomy, but key decisions such as financial 
investment, strategic goals and employee relations are realigned after 
the culture and regulatory regime of host country (Bamber et al, 2010).  

 

Lastly, geocentric management attitude characterises companies with a 
mixture of parent company and country managers in overseas 
subsidiaries. In this case, the exchange of ideas, methods, information 
and values of working are seen as a key activity. It is important to note 
that, these models are not absolute. Perlmutter (1969:12-13) argues 
further that, ‘these states of mind or attitudes never appear in pure 
forms, nevertheless are clearly distinguishable.’ This point is again 
reinforced by the work of Edwards et al. (1979), where it has been 
argued that Perlmutter’s models should be seen as a gauge for 
understanding the complex approaches and tendencies of 
managements of MNCs. They noted that MNCs’ managements display 
various features, which cannot always be tagged to one specific model.  

 

Barlett and Ghoshal (1989:12-17) categorise MNCs into four categories 
– multinationals, international, transnational and global. 
‘Multinationals’ tend to be well grounded in any country of their 
presence. They are usually decentralised and have little strategic 
direction from the corporate headquarters. The ‘international’ firm has 
a federal structure where the centre coordinates rather than imposes or 
instructs. These companies have difficulty in handling the growing 
complexities of the global market. The ‘transnational’ company is seen 
as a solution to the problems faced by the first two forms of MNCs in 
the growing market complexities. This form of MNC exhibits a more 
flexible structure than the traditional hierarchy. The transnational 
organisations typically have differentiated contributions from each 
national team, and knowledge is shared and responsibilities devolved, 
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and coordination is achieved not through instruction and monitoring 
but through cooperation, teamwork and shared values (Rees and 
Edward, 2010:102-103). ‘Global’ companies have a global and more 
centralised strategy to markets, and in such companies, the 
headquarters have huge impact in policy formulation for the 
subsidiaries.  

 

Multinational corporations are structured along multidivisional lines; 
these have been traced to the USA as the most effective way of 
managing diversified business combining tight control over the 
financial performance of subsidiaries, restructuring the firm to meet 
product market needs through the creation of product market related 
divisions, and the centralisation of resource allocation and strategic 
planning. The multidivisional organisation structure is arguably a 
superior organisational form, as it separates operational decision 
making from the strategic ones. More so, it clearly distinguishes the 
contribution of each division to the overall organisation’s profit and 
hence increases the probability of optimising resource allocation within 
the firm. Multidivisional firms are structured in a variety of ways. They 
have quite complex structures with each division organised in strategic 
business units and with a number of operating subsidiaries, wholly 
owned companies and establishment. The extent to which head offices 
and divisional headquarters are involved in operational management 
varies considerably (Boxall and Purcell, 2010). 

 

Multinational Companies, Strategic Internal Financial Control 
and the Paradigm Shift towards Flexibility 

 

One way that multinational companies exert influence and control the 
structure of the internal labour market in the subsidiaries (i.e. which 
employee gets into the core or periphery of the workforce, and 
whether a particular group of labour should be homogenised via more 
individualistic contracts) is by controlling the financial expenses of a 
firm or by raising financial profit margins. There is now increasing 
evidence to suggest that companies, whether multi-business 
companies, acquisitive financial conglomerates or multinational 
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companies (irrespective of whether they are diversified, divisionalised 
or decentralised), are increasingly moving towards strategic financial 
control systems. For example, Goold and Campbell (1987:84), in their 
research on diversified acquisitive financial conglomerates, argue that 
these companies:  

 

‘Focus more on financial performance than competitive position; they expand their 
portfolios more through acquisitions than through growing market shares. The style 
provides clear success criteria, timely reaction to events and strong motivation at the 
business level resulting in strong profit performance. But it can cause risk aversion, 
reduce concern for competitive underlining advantage and limit investment where the 
payoff is long term. Although financial performance in these companies has been 
excellent, with rapid share price growth, there has been long-term organic business 
building’. 

 

Director (2012) spells out several features of such large firms. These 
include the fact that such firms are focus more on short term financial 
gains. They are willing to act quickly to exit from a business that they 
are not profiting from and are quick to replace managers, apply fiercer 
pressure through the monitoring process and more effective giving 
acclaimed recognition for good performance. They stress for low-cost 
production and more effort, productivity and profit has often come 
with an abdication of ‘social responsibility’, according to Mintzberg 
(1979:424). Increasingly, managers of subsidiary firms caught in the 
web of corporate economic profiteering have adopted flexible policies, 
which give more room for the use of a typical contract worker. Oke 
and Idiagbon-Oke (2007) argue that this should not be a surprise – unit 
managers in pursuit of meeting targets are likely to use any approach 
that is considered cheaper and more capable of ensuring the 
cooperation and compliance of workers. Such experiments in the 
1990s included an extensive use of temporal, numerical and financial 
flexibility. One immediate implication of this is the increasing use of 
“contract for service” rather than the traditional “contract of service”. 
The importance of these categories in the employment law has great 
significance for the individual worker and employee under the legal 
employment contract (Selwyn 1998:36-38).  
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The following sections of this chapter illustrate how the drive for a 
segmented labour market and flexibility might just be one way for 
multinational employers to manage, extend and entrench their control.  

 

Transaction Cost Economics (TCE) and Labour Contracting 
Arrangement 

 

As Williamson (2010) explains, TCE traces its origins to a series of 
developments between 1930 and 1970 in economics (Schumpeter, 
1934; Coase, 1937, 1960, 1972, 1988; Hayek, 1948; Arrow, 1974), 
organization theory (Simon, 1947; Brousseau and M’hand, 2000), 
contract law (Llewellyn, 1931; Summers, 1969), and business history 
(Chandler, 1962). The foundations of TCE were laid by Coase (1937, 
1960) as a starting point for a transaction cost approach to governance 
and organisational issues. He asserted that but for transaction costs, all 
gains to trade would be exhausted and this could take place under any 
organisational arrangement. In a string of influential contributions, 
Williamson (notably, 1975, 1985, 1996) has built a theory that while 
built on Coasian foundations also incorporates ideas from psychology 
and contract law. The behavioural starting points in Williamson’s 
theorising are bounded rationality and opportunism. Williamson (1975) 
identifies three broad types of employment contract; spot contracting, 
contingent claims contracting and, explicitly borrowed from Simon, an 
‘authority relationship’. Each are in his terms, different ‘governance 
mechanisms’, and each has different transaction costs properties. He 
does not deal directly with this, but each is likely to lead to demands by 
one or both contractual parties primarily to control what Williamson 
terms ‘opportunism’.  

 

Simon’s (1951) notion of bounded rationality implies the presence of 
contractual incompleteness and, consequently, a need for adaptive, 
sequential decision-making. Opportunism is defined as ‘self-interest 
seeking with guile,’ and its implication is that contracts will often need 
various types of safeguards, such as ‘hostages’ (e.g., the posting of a 
bond with the other party). The unit of analysis in Williamson’s work is 
the multi-dimensional transaction. In addition to uncertainty (which is 
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‘frozen’), the dimensions of transactions that are primarily 
determinative of the costs of those transactions are frequency and asset 
specificity. The latter has increasingly become the central independent 
variable in TCE analysis. Specific assets open the door to opportunism. 
If contracts are incomplete due to bounded rationality, they must be 
renegotiated as uncertainty unfolds, and if a party to the contract (say, a 
supplier firm) has incurred sunk costs in developing specific assets 
(including human capital), that other party can opportunistically 
appropriate an undue part of the investment’s pay-off (‘quasi-rents’) by 
threatening to withdraw from the relationship. 

 

This situation leads to an inefficient outcome. Efficiency dictates the 
internalisation within a firm of transactions that involve highly specific 
assets. More generally, Williamson (1985: 68) argues that variety in 
contracts and governance structures ‘… is mainly explained by 
underlying differences in the attributes of transactions.’ The general 
design principle of discriminating alignment dictates aligning 
transactions that differ in the dimensions of uncertainty, frequency and 
asset specificity with governance structures which differ in the 
capacities to handle different transactions in transaction cost 
discriminating way. Thus, specific constellations of (values for) the 
uncertainty, frequency and asset specificity variables map directly into 
specific governance structures.  

 

Evidently, due to the nature of markets and firms, most of the 
economic activities were conducted within organizations itself. 
Typically backward integration to upstream activities such as raw 
material acquisition and forward integration with downstream activities 
such as marketing were undertaken within single firms (Chandler, 
1962). However with the evolution of markets and increased number 
of specialized service providers within these markets, the scope for 
labour contracting some of the non-core activities from beyond the 
firm boundaries has increased significantly (Jennings, 2002). TCE’s, 
approach to the boundary of the firm begins with a core technology 
(Williamson, 1998). Forward, backward or lateral integration sets the 
boundaries of the firm for each separate activity is based on the 
relationship for the activity to the core, the ensuing transaction costs 
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and the costs of the accompanying social product. In some cases the 
net gains are evident and the decision is easy to make. In others, this 
distinction is not clear and there has to be an in-depth analysis of these 
costs to decide on the governance structure that will be adopted.  

 

Transaction cost economics provides a conceptual explanation of the 
labour contracting phenomena. It further explains the reasons why 
firms opt for the market mechanism even as it appears that the 
difficulty of coordination and the threat of opportunism would have 
resulted in the organizational hierarchy being selected instead of the 
market mechanism. Labour contracting is increasingly being used as a 
process tool in industrial sectors such as Manufacturing, Oil, and 
Professional Services in Nigeria. Explaining this practice through a 
Transactional Cost Economics viewpoint, the theory provides a 
credible explanation why certain activities might be candidates for 
labour contracting by stressing efficiency gains in terms of transaction 
and production costs (Michael and Michael, 2011). 

 

However, the costs arising from the social product in this exchange 
could rise or fall depending on the level of displacement and post 
displacement employment opportunities. The costs of job losses 
resulting from non-renewal of contracts are real as they are for any 
worker displaced. Employment probabilities are reduced substantially. 
There is a social cost since lost employment also means lost earnings. 
These costs would appear to be larger for those employees with lower 
levels of education (Michael and Michael, 2011).  Workers with long 
tenure re-employed faced substantial earnings loss in the post 
displacement job as well as on account of the lost earnings that would 
have stemmed from the job in which the person held long tenure. One 
cost that is not accounted for in most research is the loss of earnings 
that occur during the period in which a person remains unemployed 
until finding the new job.  

 

The reason why TCE has drawn particular attention may lie in its main 
focus - the firm. Thus, while some critics may balk at methodological 
individualism and assumptions of full, instrumental rationality in 
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general, they are likely to find such assumptions more objectionable 
when they are applied to the theory of the firm. Thus, in much of the 
literature that is critical of the modern theory of the firm, firms are 
often portrayed in rosy terms as ‘mini-societies’ that provide ‘identity’ 
(Kogut and Zander 1996), ‘higher-order organising principles’ (Kogut 
and Zander 1992), trust relations (Ghoshal and Moran 1996), and 
collective learning (Hodgson, 2004) that, purportedly, ‘atomistic’ 
markets cannot provide. While we are sceptical of such arguments, we 
acknowledge that they may point to unresolved issues and weak spots 
in TCE.  

 

Again, the claim that the theory of the firm, because of its emphasis on 
efficiency at a point of time and on cross-sectional variation, is 
ahistorical and neglects process has often been made by economists 
and management scholars within both the knowledge-based and the 
evolutionary perspective (e.g., Winter 1991, p. 192). One way to 
interpret this critique is that the theory of the firm seeks to explain the 
governance of individual transactions (Williamson 1996), or clusters of 
attributes (Holmstrom and Milgrom, 1991), without identifying how 
the governance of a particular transaction may depend on how 
previous transactions were governed. Argyres and Liebeskind (1999) 
term this historical dependency ‘governance inseparability.’ Where 
governance inseparability is present, firms may rely on governance 
structures that appear inefficient at a particular time, but which make 
sense as part of a longer term process.  
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4 
THE DIVIDED LABOUR MARKET, 
ORGANISATIONAL FLEXIBILITY 

AND LABOUR CONTRACTING 
 

Introduction 

 

Many scholars (Kerr 1954; Kalleberg and Sorensen 1979; Davis and 
Shannon 2011) have argued that the labour market is segmented.  
Segmentation is a form of ‘divide and rule’ approach used by 
employers as a form of control to maximise labour surplus. This, they 
believe, will lead to greater diversity, competitive workforce and 
production efficiency. In identifying the essential of a system of 
control, Edwards (1979:102) argues that it consists of devices ‘by 
which employers direct work tasks, the producers whereby they 
supervise and evaluate performance in production and the apparatus of 
discipline and reward’. The extent to which controls can be exercised 
within the labour–management relationship depends very much upon 
the possession of power (Storey, 2007). However, identifying the 
location of who has power or control within a management setting is 
not always a simple exercise (Rose, 2008). 

CHAPTER 
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This might be because control can be channelled in different ways, for 
instance, Clark (2001:118) identifies three different ways through which 
controls at work can be undertaken. He argues that control could be 
channelled through supervision, which involves the use of supervisors 
and inspectors, or through ‘method of work organisation, associated 
job design, job specification and the use of technology to control, 
regulate and oversee the performance of work’. Furthermore, control 
can be channelled through ‘‘bureaucratic measure’’ such as the use of 
numerical flexibility or numerical segmentation, just-in-time production 
methods and other quality-management techniques. 

 

Adam-Smith (2009) considered that the market for labour appears to 
contain many non-competing groups, not because they do not possess 
particular skills or abilities, but because of the existence of what they 
recognise as labour market segmentation. Labour markets are of 
different categories and a shift of workers within the internal labour 
market can be limited, particularly when such movement involves one 
from secondary to the primary markets (Epstein, 2009). The dual 
labour market approach is fundamental in the segmented labour 
market theory. Within this school of thought, secondary jobs are not 
well remunerated, contractual arrangements are often precarious, have 
little or no job security and sometimes, if not often, have poor 
conditions of work. On the other hand, those with primary or core 
jobs within the labour market are well remunerated and are likely to 
have a more reliable job with better working conditions when 
compared with others in the secondary markets.  

 

Both primary and secondary markets may be further segmented within 
them on a geographical, product or industrial basis (Taylor, 2010). For 
Pilbeam and Corbridge (2010), the primary and secondary labour 
market categorisations represent boundaries between which industries, 
firms and jobs can be classified. However, it is safe to argue more 
broadly that there are no fixed or unmovable categories or types in the 
primary and secondary markets. These classifications are put in place in 
an attempt to capture the convoluted and complex patterns and 
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processes that are observed in the labour market. Epstein (2009) points 
out that the very existence of a labour market suggests or involves the 
ideas and processes of ranking that take place. There are several 
reasons why jobs in the primary market are more protected than those 
in the secondary market. These reasons include the fact that ‘training 
and retraining are expensive and often specific to firm. Firms may be 
creating a labour force which is immune to competition from outside 
and which is expensive to shed and recruit in market fluctuations’ 
(Pilbeam and Corbridge, 2010). 

 

For instance, the evidence from oil multinational organisations such as 
in Nigeria indicates the existence of a clearly formed two-tier (core-
periphery) workforce. The evidence, which is primarily discussed in 
chapter three of this study, indicates that there is a clear preference 
among managers of MNCs in Nigeria for the use of peripheral workers 
i.e. contract labour. It is apparent that managers have tactically divided 
the Nigerian oil and gas sector’s internal labour market into a primary 
or core workforce, which is often small, and an increasingly large 
periphery where most contract workers are located. This internal 
labour-market composition has been achieved through the use of 
numerical flexible segmented labour market strategies such as labour 
contracting, outsourcing and the use of agencies. The study suggests 
that managers are purposely breaking up the workforce by using 
precarious employment contracts that flow from the externalisation of 
work through contracting out, temporary, casual and short-term 
contracts. These are jobs which have contractual terms and conditions 
lacking in security or stability, are subject to chance or unknown 
conditions or are dependent on the will or favour of the employer 
(Mordi and Mmeih, 2009).  

 

MNCs in Nigeria, through a range of managerial prerogatives and 
organisational initiatives such as the use of performance review, 
financial control systems and elements of total quality management, 
have subcontracted discrete parts of the organisation’s activities to 
other parties. Jobs that have been subcontracted range from the 
manufacturing and purchasing of working implements for parts of the 
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production process, or ancillary services such as mechanical 
technicians, operations technicians, vendor liaison, bid-management 
coordination, security, cleaning and catering, or business legal advice, 
engineering and financial services. It must be noted that the external 
recruitment of workers into MNCs in Nigeria operating in the oil and 
gas sector has often been limited to junior and trainee positions in the 
internal labour markets. This foregoing quality negates the main 
features of Doeringer and Piore’s (1985: 178) ‘structured internal 
labour market’, where external recruitment is confined to low-ranking 
positions that serve as limited “ports of entry” and “job ladders” exist 
for workers within this market who have gained the requisite 
experience or job-specific training.  

 

More broadly, employers have often justified the need for breaking up 
the labour markets into segments of core and peripheral labour on the 
need to facilitate a more ‘efficient use and management of labour’ 
(Pilbeam and Corbridge, 2010). Director (2012) takes this view, where 
he argues that a segmented labour market is common with large 
corporations as their main motive is profit maximisation. In order to 
earn profits, the corporation must maintain its hegemony over its 
force. The organisational structure of the firm that covers incentives, 
power distribution, and demarcated areas of responsibility are all 
indicatives of a system contrived in large part and deliberately put in 
place by the capitalist to entrench their control over the firm’s 
workforce.  

 

This research, however, argues that employers are aided by the pursuit 
of flexibility to undercut employment legislation and other external 
influences. Organisations tend to adopt different techniques of doing 
this which include the use of short term contract agreement with less 
formalities with a view to save cost. This is contrary to the legal 
provision in Nigeria, as decree 21 of 1974 stipulates among other 
provisions that employees should be given a written contract after 
three months of being in employment. Evidence abounds, however, 
that employees work beyond this period, in fact, sometimes for years 
without any contract, hope of fringe benefits or even pension 
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(Onyeonoru, 2004). The scale of exploitation is aggravated by the high 
rate of unemployment in the country, obsolete labour policies, weak 
unions, and corrupt practices to enforce regulations. Although the 
Local Content Bill was passed in 2010 to reinforce better participation 
by indigenous workers and business investors in the country, time will 
tell how effective this proves. 

 

Labour market segmentation via flexibility in MNCs in Nigeria has 
been strategically deployed for several decades but has been more 
interesting with global competition and drive for profit maximisation 
(Okafor, 2007). For instance, about three decades before Nigerian 
independence, the management of Shell had complete freedom to 
recruit workers at will and segment as desired. At this point in time, 
Nigeria was a green field under British colonial rule. Earned revenues 
were shared between the colonial government, Shell and the United 
Kingdom. In fact, after Nigerian independence in 1960, a number of 
the indigenous workers were still placed in the periphery of the firm 
whereas the expatriates dominated the core of Shell’s workforce 
(Mordi, 2008).  

 

One of the explanations given before Nigerian independence was that 
the indigenous workers lacked the required skills to undertake most 
jobs classified as sensitive and meant for core workers. However, this 
reason might have been a smoke screen after all as there are strong 
reasons to suggest that Shell management, like most MNCs, always 
desired to maintain a small core workforce for deeper strategic reasons 
(PENGASSAN, 2000; Eppeh 2001; NUPENG, 2003; Fajana 2011). 
Few changes were seen in Shell’s internal labour market compositions 
after the nationalisation policy of 1973. These laws succeeded in 
placing the oil sector within ambit of the Nigerian government, thereby 
making it possible for more Nigerians to be employed in the primary 
segment of Shell’s workforce (Otobo, 2010).  

 

The multinational oil sector managers, however, in order to retain 
considerable control over the labour and production processes, 
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embarked on controlling social relations not only at the point of 
production but also at the “entry points” of the internal labour market. 
This is particularly of concern for the MNCs management who hold 
on to flexibility as a control mechanism that can be linked to the 
intense proliferation of a typical employment contractual regime, 
currently meted out to contract workers (Momoh 2010; Ajayi 2011). 
The indigenous workers often claimed to be marginalised with this 
situation (as they were often hired on short contract basis) and 
encouraged the structure of control as evident in a two-tier workforce. 
The use of segmentation as a control device in the labour market does 
not just lead to the creation of a two-tier workforce, but is also used to 
segregate contract workers to the secondary work category using 
direct-hired and outsourcing of contract; and through the formation of 
managerial schemes such as SOFU (Securing Our Future), aimed at 
immediate sackings, redundancies or early retirement of contract 
workers (Ariweriokuma, 2009). 

 

A general term used to describe this sort of contractual employment 
pattern in the oil and gas sector of Nigeria is ‘casualisation’. The term 
depicts the precarious nature of the prevalent employment contracts 
being given by the MNCs management to a large number of contract 
workers. It refers to employment conditions in which the contractual 
terms and conditions are characterised by job insecurity and 
uncertainty. A study of foreign multinational companies in the 
Nigerian oil and gas sector by Eppeh (2001) pointed out that the oil 
sector is built on a secondary workforce. As argued by many scholars, 
when a firm has secondary job, it is an indication that firm has a 
secondary labour market (Johnson and Turner 2010; Bamber et al, 
2010). This is the case with many MNCs in Nigeria, which have a 
hugely disproportionate number of secondary jobs as opposed to 
primary jobs in their internal labour market.  

 

As a two-tier workforce is increasingly becoming more pronounced in 
the Nigerian market, in which a vast majority of the people are reduced 
to having insecure jobs occasioned by the multinational oil companies 
in Nigeria’s labour market, a sad sense of negative feelings are 
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promoted among the contract workers and host communities where 
the firms operate. This intentional employer segmentation or flexible 
strategy, incentivised by economic motives, provides a scope for 
internal work conflicts, which often spill over to the surrounding 
communities (Kupolokun, 2007). The work environment in traditional 
Nigerian communities was characterised by security of employment, 
without fear of redundancy, dismissal or early retirement (Okougbo, 
2010). This practice was prevalent in civil service jobs, where 
employment contracts were often on a permanent basis. In Nigeria at 
large, work-for-life is clearly a preference as there is no form of social 
security. Thus, securing a permanent job seems the only way for 
Nigerians to augment the poor resource allocation and inadequate 
infrastructural facilities. 

 

However, a number of authors like Kalleberg (2003), Mordi (2008) and 
Barrientos (2011) have criticised the advocates of internal core and 
periphery segmentation, as exaggerating the developments. 
Nonetheless, it may be a mistake to underplay some of the 
transformations, which has given rise to divided labour markets in 
multinational company subsidiaries.  

 

Understanding Organisational Flexibility and Labour 
Contracting 

 

Flexible employment has increasingly become a focal point of 
discussion and dispute among scholars, practitioners, politicians and 
the public of many countries. It is no longer in doubt that managers 
have strong concerns in favour of an in-firm flexibility and internally-
divided labour market for reasons of maximising profit, developing an 
ability to respond to changes in market conditions and control or 
better manage its workforce (Director, 2012). Flexible employment 
policies are tactical tools in the hands of the employers and managers, 
used in designing control systems at work. For Rees and Edward 
(2010), flexible employment policies can be categorised as one of the 
four key guiding principles of human resource management – the 
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others include the incorporation of human resource management 
issues into strategic plans, high commitment and high quality. Boxall 
and Purcell (2010) argue that flexibility can be viewed as an aspect of 
strategic HRM adopted by organisations to reduce workforce, or 
“stripping” out jobs which do not contribute directly to production. 

 

Bamber et al (2010), points out that concern for flexibility has arisen as 
a response to issues relating to globalisation, increased market 
volatility, uncertainty, acceleration and pervasiveness of technological 
change, and the intensification of international competition. The 
debate on flexibility, as proposed by Atkinson (1984; 1996), is akin to 
the notions of the dual labour market theory.  

 

Specifically, flexible employment refers to employees or workers on 
precarious market-mediated contracts such as short-term, part-time 
and quasi employment which are managed by business-related 
contracts such as sub-contracting, the use of self-employed 
independent contractors and labour contracted workers etc. 
(Carpenter, 2009). Flexibility has come to be seen as a solution or cure 
for organisational inefficiencies and a policy of economic good, in the 
sense that it helps in the creation of jobs (Burgess and Cornell, 2004, 
2005 and 2006).  

 

Four examples of flexibilities used by employers within an organisation 
include functional, financial, temporal and numerical flexibility. 
Functional flexibility is the ability of a firm to deploy or adjust 
employees’ skills to meet required task at any time there is a change in 
workload, new technology or methods of production (Atkinson, 1996). 
Functional flexibility essentially applies to core workers in a firm. 
Again, core workers are employees who undertake key jobs in the firm 
and possess firm-specific skills. Functional flexibility can also be seen 
as a course of action where workers have the required ability to embark 
on different types of tasks as against depending on one area of 
production. For Torrington and Hall (2011), one way this is achieved is 
by removing obstacles to the deployment of workers across various 
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tasks in an organisation. Limitations of monotonous assembly-line 
work have influenced the advocates of such practices. This type of 
flexibility can further be divided into horizontal and vertical 
flexibilities. Temporal flexibility concerns varying the amount of time 
spent on tasks in response to business demands and workers’ needs. 
This covers using annual hours contracts, increasing the use of part-
time work, job sharing and flexible working hours. 

 

Pay or financial flexibility relates to the degree in which a firm’s 
payment or reward system reinforces different types of numerical or 
task flexibilities. Numerical flexibility, which is the main focus of the 
research, refers to an organisation’s ability to quickly and easily adjust 
the number of workers to meet fluctuations, in line with changes in the 
level or pattern of demand (Cascio and Boudreau, 2010). For 
Torrington et al (2011), this is achievable when alternatives to 
traditional permanent employment are adopted. To do this, 
consideration could be given to temporary work arrangements, part-
time work, short-term and casual contracts, and externalising through 
ad-hoc contracting out (Procter and Ackroyd, 2006).  

 

There are evidences to suggest that numerical flexible labour has not 
only affected the secondary segment of the workforce but also in the 
core (Voudouris 2004; Mordi 2009). Indeed, the rise in labour 
contracting can be interpreted as one symptom of employer’s or firm’s 
shifting internal labour cost to contractors and temporary workers. For 
Cornell and Burgess (2002), labour contracting is a tripartite 
arrangement or agreement among labour contractors, who engage 
workers by placing them at the disposal of a third party, usually the 
firm, to carry out temporary assignments. The emerging pattern in the 
Nigerian extractive sector as espoused by Mordi (2008; 2009) and 
Okafor (2007) demonstrates that labour contractors and sub-
contracted workers have been used to replace or undertake core 
activities in organisations. The need for temporary workers has come 
as a result of employers trying to downsize and save costs, or managers 
bringing in people to operate new technology or respond quickly to 
varying needs in the internal labour market to help the firm to remain 
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competitive. Whereas the use of numerical flexibility in MNCs’ 
subsidiaries in Nigeria (Mordi, 2008a) appears to be a strategic policy 
by employers in meeting the staffing needs of their firms, many still 
argue that it is more of a pragmatic move by firms to resolve 
immediate needs, after which the workers are disengaged (Biswas, 
2012). 

 

Atkinson (1984:28; 1985b), who espoused the flexible firm model in 
the 1980s, suggested that, as employers reorganised their internal 
labour market, they were tending toward the division of the workforce 
into a two tier market of core and peripheral. Atkinson’s thesis on 
flexible firms is akin to the notions of the segmented labour market 
theorists, that the flexible firm is an in-house divided workforce: a 
“core” workforce of stable, skilled workers with access to secure 
employment and prospects for career growth. The secondary segment 
of insecure employees, on the other hand, is made up of employees 
who enjoy less security as they are in and out of contracts due to 
limited contractual employment, i.e. short-term contracts, part-time 
contracts or participants of government training schemes (Hakim, 
1990). Such workers are open, to a considerable extent, to insecurities 
in the labour market. In this group, workers share common traits: they 
are increasingly insecure, often poorly paid, supposedly meant to be 
semi or non-skilled but more often are skilled workers vulnerable to 
the volatility of market forces. 

 

The choice of who is recruited into this core is influenced by a number 
of factors, including skills, job experience, education, and what Pollert 
(1987:1) calls ‘the managerial strategic choice factor’. There is growing 
evidence to suggest that sometimes the divisions and distribution of 
workers into the prime choice areas of the internal labour market, via 
the use of flexibility, is sometimes done on an ad hoc and 
discriminatory manner. Pollert (1987:2-3) insists that what matters to 
employers is the relative ease of disposability of the worker. 
Disposability refers to the ability of the employer to alter or do away 
with workers in a business at a particular time (numerical flexibility) or 
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the ability to remove and throw away occupational and skill boundaries 
(long used and protected by workers) as it suits the employer.  

 

Blyton et al. (1992:121) argue that various taxonomies have been used 
to describe flexibility. These include “short-term/long-term”, 
“offensive/defensive”, “precarious/non-precarious” and 
“internalisation/externalisation”. For instance, ‘defensive’ flexibility 
strategies are largely ad hoc, short-term and opportunistic responses to 
fluctuations in demand, with flexibility representing a low labour cost 
to market changes i.e. numerical flexibility. In contrast, ‘offensive’ 
flexible strategies are characterised as those where more proactive 
human resource measures are taken to adapt to the market fluctuations 
and other changing circumstances, and in which emphasis is placed 
more on achieving an adaptable rather than a low-cost labour cost 
(Lepak and Gowan, 2008).  

 

There have been several objections to the flexible firm approach. First, 
it is not clear if the flexible firm model describes reality or whether it is 
another approach employers may use to control labour. On one 
occasion, Pollert (1987:2) pointed out that Atkinson appears to argue 
that it is neither an example of a type of company, that already exists 
nor ideal for what firms could achieve; rather, it is an investigative tool 
for examining the various changes taking place at the workplace. On 
the other hand, Claydon (1997:108) insists that flexibility is ‘no longer 
an analytical happening in employment’. He points out that the 
organisational flexibility concept is being contested on different fronts. 
Claydon identifies the following as part of the key issues that have 
emerged: ‘What forms of labour flexibility are being sought by 
organisations?’, ‘What are the reasons for such changes?’, ‘Is flexibility 
being developed as a strategic response to changes in market 
conditions?’, ‘What are the consequences of increased flexibility?’, and 
‘Are they consistent with the emphasis on “high commitment” within 
HRM?’(Claydon 2001:103).  
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For Pollert (1987; 1991), other problems with the flexible firm model 
include the inability of the proponents to give convincing evidence to 
prove that companies are adopting flexible strategies. There is the 
inability to define convincingly what they mean by “core” and 
“periphery” or the premise on which the distinction is made. Much of 
the recent debates of the flexible firm have centred around the 
empirical evidence for the influence of the core-periphery thinking on 
organisations.  Labour contracting and the precarious employments 
associated with it are often characterised by uncertainty which 
introduce complexities into the employment relationship (Walker, 
2009). 

 

The practices found among the oil MNCs investigated in this research 
are not different from what is described above. Whereas permanent 
workers within the core segment of the MNCs are protected by the 
two trade unions in the firms, workers within the periphery segment 
are not protected. The two trade unions referred to are Petroleum and 
Natural Gas Senior Staff Association of Nigeria (PENGASSAN), 
which represents the senior and middle management workers, and 
Nigerian Union of Petroleum, and Natural Gas (NUPENG), which 
represents the junior workers. The MNCs studied do not accord these 
unions recognition to bargain for workers within the secondary 
workforce. For example, the PENGASSAN and Shell Nigeria have an 
agreement that covers only workers in the core (4,500 permanent 
workers) of Shell Nigeria (Mordi, 2008). This group of workers must 
fall within a specific senior/middle management salary grade of 4-15 
(2005 agreement between Shell and oil unions). The agreement with 
the oil unions excludes all expatriates and over 50,000 contract workers 
(Eppeh, 2001). It is important to note that, from the inception of 
Shell’s exploration in Nigeria, Shell managers have vehemently 
opposed the formation of a trade union since August 1978 when such 
union activities came into formal existence in Nigeria (Okafor, 2007). 
These findings are similar to Redman (2008) who reported that 54% of 
employers were neutral about their employees being members of a 
union while 17% absolutely did not favour the employees being 
members of a workplace union. 
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The unions are not barred from organising secondary workers in the 
firm; however, the evidence found during the fieldwork of this 
research suggests that union officials have not concerned themselves 
with organising this group of workers. Since a large proportion of the 
workers are located in the secondary workforce, the inability of the 
unions to organise and effectively represent this precarious group of 
workers has resulted in the unions being weak. The lack of a collective 
representative voice for periphery workers in the multinational oil 
companies in Nigeria is in negation of section 1 of the Nigerian Trade 
Union Act 1973. This legislation allows unions to organise and 
represent all kinds of workers in a firm. 

 

The impact of the union’s inability to protect contract workers appears 
to have extended the frontiers of influence or role of the ethnic 
associations who, through influential job gate-keepers or personalities, 
negotiate recruitment, promotions and protect jobs of its members 
within the MNCs in Nigeria. The role being played by ethnic 
associations has weakened the trade unions. This is because 
multinational oil companies’ management are harnessing the use of 
ethnicity as a divisive instrument in their control of labour. There is a 
consensus among workers, union officials and scholars that the pursuit 
of a large secondary workforce via precarious employment contracts 
for reasons of profit or control has come with a cost (Cascio and 
Boudreau, 2010; Casalle, 2011). Non-cordial relations at work have 
been an issue accompanying the large scale use of insecure workers. 

 

A close examination of how multinational companies in the oil sector 
use labour market segmentation, via numerical flexibility in controlling 
Nigerian workers fits the findings of Kew and Stredwick (2010) in 
relation to British firms. They argue that British multinationals favour 
both a deregulated economy and short-term as opposed to long-term 
employment policies. This short-term policy posture shows up in the 
concern for a market segmented through flexible policies. This 
invariably has a knock-on effect on the recruitment of contract 
workers and the areas of the labour market to which they are allocated. 
There is generally low interest in assuring contract workers have job 
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security or rise in supervisory status. They have low investment on 
training and low tolerance for trade unions. Human resources are 
treated like production capital to be minimised. 

 

The Importance of Flexibility for the Workplace Relationship 

 

Flexibility reinforces structures of control, which already exist in the 
workplace. In addition, it is a many-sided strategy used by employers in 
varying and shaping contractual employment in the internal labour 
market (Mordi, 2008). It can be used to segment employees into the 
core and peripheral segments of an organisation’s internal labour 
market. In developing countries such as Nigeria, this can be achieved 
through several means, for instance by invoking the common law duty 
to obey and be faithful, and through injecting flexible clauses in the 
individual contracts of workers. In Nigeria, labour law favours 
individual contracts except where flexible clauses are inserted in writing 
into individual contracts. This was clearly shown in the case of Union 
Bank of Nigeria Ltd v. Edet (1993:288); where collective agreement 
was seen as a legally unenforceable contract. This resonates in 
developed countries such as the United Kingdom where in Cresswell v. 
Board of Inland Revenue (1984, ICR 508, Ch D), collective agreement 
was also declared to be legally unenforceable unless it is specifically 
agreed that it is so. Terms of collective agreement may be (more often 
than not) incorporated into workers’ contracts, which then is 
enforceable as a contract.  

 

In the United Kingdom, the courts have found it necessary to extend 
certain implied terms in the employment contract of employees (in 
order to aid business efficiency) to include the duty to obey, cooperate 
and be flexible. It is increasingly recognised that the flexibility debate 
covers a complex conflation of issues concerned with response to 
economic recession and uncertainty. It encompasses flexibility in 
production, technical and organisational flexibility, flexibility in the 
workplace, wage flexibility, occupational flexibility and flexibility in the 
employment relationship. Attempts are being made to separate these 
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strands of analysis and to question how far they are related and which 
processes are evident in practice.  

 

It can be argued that flexibility carries a number of positive 
implications for business, including increasing responsiveness to 
change and the opportunity to sustain hegemony over the workplace. 
There are several major advantages for employers in flexibility. These 
include the fact that flexibility reinforces the power of the employer to 
manage and perhaps control workers. In a sense, flexibility deepens 
and expands the power of the employer at work. It is the ease with 
which employers increasingly gain adaptable changes in the business 
environment and can put corporate policies or strategies into practice. 
Employers embrace the segmented labour market and flexibility since 
it acts as an instrument to convince workers and the public that 
employers have the best interests of the community, employees and 
firm at heart. If the company stays viable, it becomes a source of 
economic revenue and employment for the community. The argument 
normally made by employers is that, due to market forces, they have to 
remain flexible and keep the capacity to adapt at any time.  

Again, a segmented labour market and flexibility arm the employer 
with the power to erode traditional job boundaries, reorganise work 
and redefine jobs. For example, job boundaries can easily be 
reorganised with the introduction of new technology. This makes it 
easier for employers to dispense with worker skills that can be 
provided by the new technology. This needs workers to be re-skilled, 
and in turn leads to a new crop of workers being more valued than 
others (Pilbeam and Corbridge, 2010). Flexibility makes it possible for 
the capitalist employers to organise workers at will and put them in 
precarious insecure contractual arrangements, notwithstanding the 
skills possessed by the workers. This sort of arrangement empowers 
the employers and put them in firm control of the employment 
relations. For Pollert (1987:17-18) this is true because the employer can 
‘dispose’ of workers at any time. This constantly reminds the workers 
of the need for them to be productive and efficient, since there are 
many in the labour market who want the same job, hence subjecting 
the workers to stressfully precarious circumstances. 
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Employers embrace the notions of flexibility, as they give the ability to 
rename or redefine core and peripheral skills. For example, Pollert 
(1987) points out that flexibility is vague and gender-blind in its 
simplistic assumption of core and peripheral workers. It is now 
commonplace that skills could be addressed within the social context 
of either semi- or unskilled, and, as such, could be rewarded by the 
advantages of an internal labour market that include promotion 
prospects, pay rises and other non-monetary benefits. It can be argued 
that employers are aided by the pursuit of flexibility to undercut 
employment legislation and other external influences. The employers 
achieve such objective through different means, one of which is to 
engage a large number of contractors under the guise of ‘contract for 
service’, and with this, the employer will not have any contractual 
relationship directly with the workers since they (the workers) are 
employees of the contractors. In Nigeria for example, the law requires 
that employees should be given written contracts within three months 
of gainful employment; however, there are reported situations in which 
employees are engaged for years without any written contract from 
either the contractors or the user firms (PENGASSAN, 2006; 
NUPENG, 2010). The basic justification by employers would be that 
market forces and competitions restrict employers. However, if this 
argument is sustained, there is perhaps little that an effectively 
organised union can do, as employers can take advantage of the 
justification of flexibility and change bargaining terms and processes. 

 

‘There has been a tendency for the proponents of the flexibility thesis 
to see flexibility as something that is non-problematic’ (Claydon 
1997:111). Thus, anything that impedes the operation of flexibility is 
seen as inflexible or rigid. However, the nature of the employment 
relationship, in particular, the unspecified nature of the pay-effort 
bargain and the need for worker cooperation means that in practice 
employers find that there are limits to flexibility. Sometimes, greater 
labour flexibility or a divided labour market may be achieved at the 
expense of other aspects of the employment relations which are valued 
by an employer (Davis and Shannon, 2011). Some issues immediately 
affected include standardised or informal patterns of communication, 
training, career development, team development, and assessment 
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(Casalle, 2011). When these issues are not adequately catered for, they 
could lead to workers on flexible employment contracts lacking a sense 
of belonging or inclusion in the company; for instance, updating 
employees with information in an office where there are people 
employed on a contract basis, i.e. part-time, temporary contracts, can 
be problematic.  

 

When employees are segmented to contract or casual status via high 
levels of temporary working, or what Pollert (1991) calls ‘dependable’ 
and ‘disposable labour’, it is unlikely to produce sustained levels of 
commitment, quality output and continuity from the worker. This is 
because employees know that they can be dismissed at any time. The 
employee may also be looking for alternative jobs or combining jobs. 
Gennard and Judge (2005) argue that temporary employees are seen as 
a means of reducing cost since they can be easily disposed of. More 
generally, permanent employees often resent temporary employees. 
They are sometimes seen as less reliable than permanent staff while 
part-time workers employed on a permanent basis are seen as reliable 
but more difficult to manage than full-time workers because they 
spend less time at work (Barrientos et al, 2010). Again, Redman and 
Wilkinson (2009) argue that those on temporary subcontracts or 
precarious contracts display lower commitment and low trust in the 
work organisation. The lack of identification with organisational goals 
is exacerbated, especially when they are denied access to company 
share-ownership schemes, performance bonuses and the likes, which 
are specifically designed to build up employees’ identification. There is 
also difficulty in pursuing high levels of quality from employees who 
have been segmented to the periphery, especially when they have been 
given relatively little training.  

 

Conclusion 

Theories of labour market segmentation and flexibility, and how 
employers use this to further control labour, have been well researched 
by western HRM and industrial relations scholars. However, within the 
Nigerian HRM literature, the utility of labour market segmentation and 
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flexibility theories is scarcely explored. There is also a need for more 
work to be undertaken on labour contracting as a strategy used by 
management within the African workplace. This study attempts to fill 
the extensive gaps by examining how oil and gas multinationals use 
labour contracting as a specific labour strategy. The study further 
assesses why MNCs’ management in Nigeria use such practices, and 
evaluates the labour contractors’ and the contracted staffs’ perception 
of labour contracting, and the implications of increased labour 
contracting for the representation and rights of workers. 

 

In summary, in order to understand the nature of labour contracting 
and the implications of using such policies, the study pays particular 
attention to the tendency of employers to use labour market 
segmentation and flexibility as a means to strengthen and sustain 
influence and be in command of the workforce through structured 
divisions in the labour market. The chapter identifies the nature of 
work employment relations and examines the notions of employer 
control and its implication for the constitution of the internal labour 
market. The chapter identifies and explores flexibility and related 
manifestations such as functional and numerical flexibilities. Thus, to 
discuss these issues more comprehensively, the next chapter focuses 
on the operations, structures, and managerial approaches of the oil 
multinationals in Nigerian labour market. 
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5 
POLICIES AND PRACTICES OF 

LABOUR CONTRACTING IN THE 
NIGERIAN OIL SECTOR 

 

Introduction 

 

This chapter discusses the background into oil discovery in Nigeria; it 
examines the policies and practices of labour contracting that are 
prevalent in the country’s oil sector and seek to link the oil and gas 
sector to the country’s economy in general.  It again provided an 
insight into the background and operations of the three multinational 
companies being investigated, that is, Shell, Mobil and Chevron. 
Challenges and issues emanating from the use of labour contracting 
were covered.  

 

The Nigerian oil and gas sector is the country’s largest industry and 
main generator of GDP in the West African nation which is also the 
continent's most populous. As of 2000, oil and gas exports accounted 
for more than 98% of export earnings and about 83% of the federal 
government revenue, as well as generating more than 40% of its GDP, 
and providing 95% of foreign exchange earnings and about 65% of 

CHAPTER 
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government budgetary revenues (CIA 2012). Nigeria's proven oil 
reserves are estimated by the  United States Energy Information 
Administration (USEIA) at between 16 and 22 billion barrels (3.5×109 
m3 (USEIA, 2012). The reserve makes Nigeria the tenth most 
petroleum-rich nation and the most affluent in Africa (Makidadu, 
2012). In mid-2011 its crude oil production was averaging around 
2.6 million barrels (350,000m³) per day (Central Bank of Nigeria, 2012).  

 

The advent of the oil industry can be traced back to 1908, when a 
German entity, the Nigerian Bitumen Corporation, commenced 
exploration activities in the Araromi area, West of Nigeria 
(Ariweriokuma, 2009). These pioneering efforts ended abruptly with 
the outbreak of the First World War in 1914 (National Bureau of 
Statistics, 2012). Oil prospecting efforts resumed in 1937 when Shell 
D'Arcy (the forerunner of Shell Petroleum Development Company of 
Nigeria) was awarded the sole concessionary rights covering the whole 
territory of Nigeria (Central Bank of Nigeria, 2011). Their activities 
were also interrupted by the Second World War but resumed in 1947 
(National Bureau of Statistics, 2012). Concerted efforts after several 
years and an investment of over N30 million, led to the first 
commercial discovery in 1956 at Oloibiri in the Niger Delta, after half 
a century of exploration (FOS 2010). 

 

The discovery was made by Shell-BP, at the time the sole 
concessionaire. Nigeria joined the ranks of oil producers in 1958 when 
its first oil field came on stream producing 5,100bpd (Alison-Madueke, 
2012). After 1960, exploration rights in onshore and offshore areas 
adjoining the Niger Delta were extended to other foreign companies. 
In 1965 the EA field was discovered by Shell in shallow water 
southeast of Warri (www.Shell.ng). Subsequently, the quantity doubled 
the following year and progressively as more players came onto the oil 
scene, the production rose to 2 million barrels per day in 1972 and 2.4 
million barrels per day in 1979 (Alison-Madueke, 2012). Thereafter, 
Nigeria attained the status of a major oil producer, ranking 7th in the 
world in 1972, and has since grown to become the sixth largest oil 
producing country in the world (PENGASSAN 2011). 
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This discovery opened up the Oil industry in 1961, bringing in Mobil, 
Agip, Safrap (now Elf), Tenneco and Amoseas (Texaco and Chevron, 
respectively) to join the exploration efforts in Nigeria (Federal Ministry 
of Petroleum Resource, 2012). This development was enhanced by the 
extension of the concessionary rights, which were previously a 
monopoly of Shell, to the newcomers. The objective of the Nigerian 
government in doing this was to increase the pace of exploration and 
production of petroleum (Nigeria National Petroleum Corporation, 
2012). Even now, more companies, both foreign and indigenous, have 
won concessionary rights and are producing oil. A 2003 estimate 
showed recoverable crude oil reserves at 34 billion barrels (Eromosele, 
2012). The reserve base is expected to increase due to additional 
exploration and appraisal drilling. Already, over 900 million barrels of 
crude oil of recoverable reserves have been identified (Federal Ministry 
of Petroleum Resources, 2012). The government has also set a target to 
achieve a reserve of 40 billion barrels by 2015 (Federal Ministry of 
Petroleum, 2012). In 1970, the end of the Biafran war, or the Nigerian 
civil war, coincided with a rise in the world oil price, and Nigeria was 
able to reap instant riches from its oil production. Nigeria joined the 
Organisation of Petroleum Exporting Countries (OPEC) in 1971 and 
established her own controlled company, the Nigerian National 
Petroleum Company (NNPC) in 1977 (NNPC, 2012). Although 
production figures dropped in the 1980s due to economic slump, 2004 
saw a rejuvenation of oil production to a record level of 2.5 million 
barrels per day (FOS 2011). Current development strategies are aimed 
at increasing production to 4 million barrels per day by the year 2015 
(Alison-Madueke, 2012). As the oil sector expands, the country’s real 
productive base (agriculture) contracted and was displaced as the 
driving force of the national economy, while entrepreneurship 
development also witnessed numerous adversities (Eromosele, 2012). 

 

As periodic oil booms filled state coffers with windfall revenue of 
billions, they also accelerated the promotion of statist mentality which 
enhanced intensification of a centralised structure of incentives. The 
boom years expanded opportunities for unbridled corruption and 
profligacy in the process of national spending on industrialisation and 
infrastructure projects (Obadan, 2012). Planning was distorted and a 
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contract economy boomed (Sanusi, 2011). Primitive accumulation and 
years of pirate capitalism thrived. More than serving as the financial 
bastion for the implementation of a diversified economy, the massive 
infusion of oil revenue promoted corruption, encouraged patronage in 
the dispensing of public service and gingered a renter economy tilted 
towards the wasteful spending of oil rents, rather than the productive 
creation of wealth in Nigeria (Okonjo-Iweala, 2011). In spite of these 
factors, Nigeria can claim to be making progress with economic 
reforms that are delivering strong economic fundamentals. The 
government claimed to have maintained prudent macroeconomic 
policies and strengthened financial institutions, and, albeit slowly and 
unevenly, is now undertaking reforms to transform the economy 
structurally (Sanusi, 2010). The reform effort, aided by revenue from 
high oil prices, has led to significantly improved macroeconomic 
outcomes, including weaker inflation and strong GDP growth, where 
real GDP growth rose from 7.0% in 2009 to an estimated 8.1% in 
2010 (CBN, 2011). The robust growth in 2010, in the aftermath of the 
global financial and economic crises, underscored the resilience of the 
Nigerian economy and to some extent, the prudence of its economic 
policies. Medium-term prospects are also bright, with real GDP growth 
projected to remain strong and stable at 6.9% in 2013 and 6.7% in 
2014 (FOS, 2012). 

 

The Nigerian Labour Market and Labour Contracting 

 

The Nigerian economy is heavily reliant on the oil sector, as explained 
above. In 2011, real GDP growth was 6.8%, whereas GDP per capita 
(2012 estimates) was $2000 (CBN, 2012). The composition of GDP by 
sector (2012 estimates) is as follows: agriculture 17.6%, industry 52.7% 
and services 29.7% (National Bureau of Statistics, 2012). The inflation 
rate (consumer prices) was 5.5% (2012 estimate), while the population 
below the poverty line (2012 estimate) was 70% (Sanusi, 2012). The 
labour force is estimated to be 50.13 million in terms of occupation 
(2012 estimates), (CIA World Fact book, 2012). This seemingly 
qualifies Nigeria as the largest workforce in Africa. Unemployment was 
estimated at 4.9% in 2012 compared to an overall figure of 5.8% in 
2006, and urban unemployment was 12.3% which exceeded rural 
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unemployment of 7.4%. While this was said to be the unemployment 
rate estimate, reality on the ground today shows that the country’s 
unemployment rate stands at 23.9% (CIA World Fact book, 2012, 
Library of Congress, Nigeria Profile 2012). The intense struggle for 
scarce employment opportunities empowers and places a multinational 
employer, such as those under review, in an asymmetrical position in 
the employment relationship. 

 

The oil unions’ decade-long fight for higher wages, job security, and 
benefits has occurred while corruption, pollution, and corporate 
indifference have eroded job growth and living standards in the rest of 
the country (Collier, 2011). As a result, Nigerian oil workers are 
vulnerable to a new kind of attack - quiet but more potent through an 
industry-wide shift away from regular, full-time work toward forms of 
cheaper temporary labour and short-term contracting. This process, 
called “casualisation” or labour contracting in Nigeria, attempts to 
lower corporate costs while breaking workers’ strength— pushing oil 
workers out of an industry they built and pitting them against one 
another in a struggle for jobs in a country where an estimated 71% live 
on less than $1 per day (Uwaifo-Oyelere, 2008). This again poses a 
challenge for trade unions as contracted labourers have short term 
employment contracts, and, as such, do not often feel the need to 
belong to a trade union. This weakens the strength of the union (Coe 
and Jordhus-Lier, 2010). The rise of casual employment is a global 
trend (Okafor 2007; Anugwom 2007; Mittelman 2010). Nigeria’s oil 
industry is just the latest snapshot in a larger global picture where 
decent work as a path to broad-based development is rejected and 
more jobs are created through outsourcing or labour 
agencies/contractors. Work is often temporary, with uncertain wages, 
long hours, and no job security (Piecherit, 2009). The push toward 
casualisation in Nigeria is evidence of a continued effort by the 
government and corporate elites to maximise oil profits at the expense 
of a long-term job policy, transparent governance, and shared 
economic development (Okougbo, 2010). 
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The world appears to be witnessing a growing parallel workforce 
within global production. On many sites, some workers have access to 
jobs with relatively better employment security and conditions of 
employment. Working alongside them, on the same site, are often 
workers whose employment is highly insecure, with few rights or poor 
protection. They are increasingly hired through third party labour 
contracts (recruitment agents or labour intermediaries or contractors). 
The most comprehensive research available from the ILO (2010) 
indicates that nearly two-thirds of all forced labour is for economic 
exploitation, and that ‘private agents’ are the primary channel through 
which this takes place. Case studies have examined ‘modern forms of 
slavery’ involving labour contractors or third party agents, particularly 
where debt bondage or transnational trafficking are involved (Bales 
1999; Van Den Anker 2004; Lerche 2007; Koettl 2009; Coe et al 2009). 
Studies by union and NGO researchers have highlighted labour abuses 
occurring under the guise of labour contracting within modern retail 
value chains (Pollard 2006; Mohammed, 2010). 

 

Empirical information suggests that unscrupulous contractors apply 
non-free labour practices, often off site, to operate at the worst end of 
the labour practice continuum (Willis, 2009). It combines value chain 
and Global Production Network (GPN) analysis to examine how 
global outsourcing of production has helped to drive the systemic use 
of third party labour contractors. It argues that labour contracting is a 
logical extension of global outsourcing of production, where risk and 
cost are offset down value chains, and producers have to comply with 
tight turnaround and quality standards. Labour contracting involves a 
separation between the productive activity of labour and the formal 
‘employer’, often through a network of intermediaries (Mohammed, 
2010). This provides space for unscrupulous intermediaries to extract 
economic rent from vulnerable workers through coercive practices 
involving debt bondage and entrapment in some cases, especially in the 
agricultural sector (Piecherit 2009; Barrientos 2011). 
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The Nigerian Oil Workers 

 

As oil generates huge foreign reserves for the Nigerian economy, oil 
jobs are the most sought after as they are one of the few jobs with 
regular salaries and benefits. Workers are vital to Nigeria’s oil-based 
economy and have also supported Nigeria’s pro-democracy movement. 
With formal jobs and vocal trade unions to stand up for their interests, 
unionised oil workers are among the few who have been able to 
achieve the dream of many Nigerians in the years just after oil 
discovery; the benefits of middle class Nigerian oil workers generally 
belong to one of two national unions: NUPENG and PENGASSAN 
(Momoh, 2010). Both unions organise workers across the “upstream” 
(production and refining) and “downstream” (transportation and retail) 
sectors of the oil and gas industry, although NUPENG traditionally 
represents blue-collar workers and PENGASSAN speaks for white-
collar professionals (Okougbo, 2010). While the two are affiliated with 
separate national labour bodies— PENGASSAN with the Nigerian 
Trade Union Congress (TUC) and NUPENG with the Nigeria Labour 
Congress (NLC)—they communicate openly on most issues and have 
a long history of cooperation (Ajayi, 2011). Internationally, both are 
members of the ICEM, the global union federation of energy sector 
unions.  

 

A Nigerian oil worker interviewed in this research estimated that less 
than 20% of the Nigeria oil and gas workers are unionised. If this 
figure is accurate, it represents a decline in union penetration of the oil 
industry, which stood at about 60% in 2003 (PENGASSAN, 2006). 
The rate of union membership among women oil workers is even 
lower—about 20% (Fajana, 2011). Both economic and social factors 
are putting pressure on union membership. Oil workers’ attempts to 
organise non-union workers and negotiation on behalf of union 
members have sometimes been met with management resistance 
(Mordi, 2008), but their social position in the industry has put them in 
an increasingly precarious state. Their perceived role as industry 
insiders make them targets of kidnappers and saboteurs (Osumah and 
Aghedo, 2011). As community and civil society members, they also 
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contend with the painful dichotomy between the oil industry’s 
immense wealth and the grinding poverty that pervades the country. At 
present, an industry-wide push toward cheaper forms of short-term 
and temporary labour contracts is jeopardising full-time unionised jobs 
(Barrientos, 2008; 2011). 

 

Oil Companies’ Operations in Nigeria: The case studies 
organisations 

 

Seven of the major world oil companies operate in Nigeria, of which 
Shell Producing Development Corporation (SPDC) is the largest 
(Federal Ministry of Petroleum Resources, 2012). It controls about 
60% of Nigerian oil production, followed by ExxonMobil, 
ChevronTexaco, Agip, TotalFinaElf, Esso and Conoco (Federal 
Ministry of Petroleum Resources, 2012). These companies have joint 
venture arrangements with the Government of Nigeria, which holds a 
majority share of between 55-60 per cent, through the Nigerian 
National Petroleum Corporation (NNPC) (www.nnpc.ng). In total, 18 
multinational oil companies are operating in Nigeria (NNPC Bulletin, 
2012). Some are newcomers that own an interest in deep-sea oil 
development. These foreign oil companies in the Niger Delta 
produced 99 per cent of the crude oil (Alaibe, 2007). Below is an 
examination of the operational activities of the three organisations 
under study in this research. 

 

Chevron Operations and Activities in Nigeria 

 

Chevron commenced operation in Nigeria in 1913, when Texaco 
products were first marketed in the country (www.chevron.com). 
Following the Nigerian Indigenization Decree of 1978, which was 
designed to raise the level of Nigerians’ participation in business, 
Chevron divested 40 per cent of its shareholdings to the Nigerian 
public while retaining 60 per cent equity in Chevron Oil Nigeria PLC 
(www.chevron.com). In 1996, Chevron built 103,000-barrel state-of-
the-art storage terminal and loading facility in Apapa, Lagos state. 
Chevron’s energy exploration and production work began more than 
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40 years ago (Ministry of Petroleum Resources, 2009). In 1963, 
American Overseas Petroleum Limited—which later became Texaco 
Overseas (Nigeria) Petroleum Company—discovered oil at the 
Koluama Field, off the shore of Nigeria. In that same year, Chevron 
Nigeria Limited started drilling near the Escravos River and found the 
Okan Field (www.chevron.com). Discovered in 1998, the Agbami 
Field is one of the largest deep-water discoveries in Nigeria's history 
(www.nnpcgroup.com). 

 

Chevron is the third largest oil producer in Nigeria and one of its 
largest investors, spending more than $3 billion annually 
(www.chevron.com). The company operates under a joint venture 
arrangement with the Nigerian National Petroleum Corporation 
(NNPC) and has assets on land, swamp and near-offshore concessions 
covering approximately 2.2 million acres (8,900km2) in the Niger Delta 
region (www.nnpcgroup.com). The company also has interest in 
another deep-water development, the Usan project. Chevron provides 
career opportunities for 6,600 employees among which 3,500 are 
contract staff. Majority of them are Nigerians (www.chevron.com). 

 

Shell Operational Activities in Nigeria 

 

As one of the world’s leading energy companies, Shell plays a key role 
in helping to meet the world’s growing energy demand in economically, 
environmentally and socially responsible ways (www.shell.com.ng). In 
Nigeria, Shell, through her subsidiary companies (SPDC, SNEPCO 
and SNG), employs more than 6000 direct employees and contractors, 
of which over 90% are Nigerians (www.shell.com.ng). Shell, a 
multinational corporation, has been intimately involved for half a 
century in Nigeria’s economy, politics and overall development 
(Ministry of Petroleum Resources, 2009). The company has spent 
millions of dollars working with NGOs and community development 
organisations to strengthen education and health-care; provide 
vocational training and establish protected nature reserves. Shell 
generates billions of dollars in export earnings while providing the 
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federal government with half or more of its revenue 
(www.shell.com.ng). 

 

However, Shell has also been implicated in government military actions 
that have resulted in the killing of non-violent members of local 
community, and of human rights and environmental activists and local 
villagers, as well as the oppression of ethnic minorities (Osumah and 
Aghedo, 2011). Shell had been seen as complacent in widespread 
corruption and as a large contributor to the self-enrichment of 
government officials and powerful, local interests. Shell has also been 
viewed as a principal agent of widespread environmental degradation in 
what is recognised as one of the world’s biodiversity hotspots 
((Ogbeifum, 2006). 

 

Spread over 30,000 square kilometres, Shell has 90 oil fields, 1,000 
producing wells, 72 flow-stations, 10 gas plants and two major oil 
export terminals in Nigeria. Its network of flow-lines and pipelines 
extend over more than 6,000km (www.shell.com.ng). Shell’s business 
in Nigeria is organised into three distinct subsidiaries, the principal and 
lead being the Shell Petroleum Development Company of Nigeria 
(SPDC). It is a joint venture between Shell (30%), Agip’s NAOC (5%), 
Total’s TEPGN (10%) and Nigeria’s national oil company, the 
Nigerian National Petroleum Company (NNPC), which holds a 55% 
interest (www.shell.com.ng). 

 

Shell Nigeria Gas Limited is the only international oil and gas company 
supplying natural gas to industry locally (www.shell.com.ng). Shell 
Nigeria Exploration and Production Company Limited (SNEPCO) 
operates the Bonga, Nigeria’s first deep-water offshore oil and gas 
discovery, one with the capacity to produce more than 200,000 barrels 
per day of oil and 150 million standard cubic feet of gas (SCF) per day 
(www.shell.com.ng). In addition to its oil and gas operations within 
Nigeria, Shell also refines large quantities of Nigeria’s oil exports at 
refineries outside the country.  
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The Operations of ExxonMobil in Nigeria  

 

Mobil came to Nigeria after independence in the early 1960s and took 
up several exploration and production licensing offshore. Its first main 
oil discoveries in 1966 were six fields: Ekpe, Asabo, Eku, Idoho, Inim 
and Utue. They were all developed and put into production two to 
three years later. In 1967 it found the Adua oilfield, which it developed, 
and the Oso gas/condensate field which it decided not to develop at 
the time because the incentives were not adequate 
(www.exxonmobil.com). Oil discoveries were made in the subsequent 
decades and Mobil Producing Nigeria (MPN) Limited developed most 
of them to replace older fields which were depleting 
(www.exxonmobil.com). MPN's operations are Joint Venture (JV) in 
which NNPC holds 60% and ExxonMobil 40%.  

 
Apart from the Joint Venture, ExxonMobil was said to have a PSC for 
offshore tracts, where water depths exceed 1,000 metres. These include 
Erha, a major field with 500m barrels of recoverable oil which Mobil 
found in 1999. Erha was to be on stream by 2005 and should peak at 
230,000 b/d. In this, ExxonMobil holds 56.25% and Shell holds 
43.75%. Bouygues Offshore, the French subsidiary of the ENI group's 
engineering unit Saipem, has been contracted for the $700m FPSO 
vessel for Erha. Bouygues subcontracted the 2.2m-barrel hull to 
Hyundai of South Korea. The field lies in 1,200 metres of water. Under 
joint operation agreements signed in May 2002, ExxonMobil is 
exploring OPL214 and holds 55% in this. Its partners are 
ChevronTexaco (30%) and NNPC (15%). ExxonMobil also operates a 
block in Equatorial Guinea's offshore area, where it has the Zafiro 
oilfield and its extensions in a Qua Iboe formation. This was brought 
on stream in September 1996 after 18 months of fast-track work begun 
immediately as the field was found less than 30km from Qua Iboe. Its 
output in August 1997 was doubled to 80,000 b/d, a level which 
prompted the Nigerian government to press its claim over this area. In 
September 2000, the two governments formally resolved the dispute 
with Nigeria's recognition of Equatorial Guinea's sovereignty over the 
$1.5bn Zafiro complex and associated oilfields (Ministry of Petroleum 
Resources, 2011). 

http://acronyms.thefreedictionary.com/NNPC
http://encyclopedia2.thefreedictionary.com/PSC
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The Abuja government had granted rights to Elf (now part of Total) to 
develop the Ofon oilfield south of Zafiro, said to contain 158m barrels 
and to cost $350m to develop. Under the September 2000 deal, 
Equatorial Guinea ceded the Elf block to Nigeria. Mobil and Elf had 
also settled a dispute over a joint reservoir straddling their blocks, 
Mobil's OML 70 and Elf's OML 99, with the field containing 500-
700m barrels and having a potential of 90,000 b/d (Ministry of 
Petroleum Resources, 2011).  Elf is now the operator of the joint 
reservoir. 

 

Challenges and Issues of Labour Contracting in the Nigerian 
Oil Sector  

Government's Initiative to Create Employment in the Oil Sector 

 

The Nigerian government has made frantic efforts over the last 50 
years to promote the participation of indigenous workers in the 
Nigerian oil sector (Aghalino, 2009). Regulation 26 of the 1969 
Petroleum and Drilling Act represents one of the Government's early 
efforts to increase Nigerian national workers' participation in the oil 
sector. In the Act, it was stated among others that the licensee of an oil 
prospecting licence shall, within twelve months of the grant of his 
licence and lessee of an oil mining lease on the grant of his lease, 
submit for the Minister's approval, a detailed programme for the 
recruitment and training of Nigerians. 

 

It also mentioned that the programme shall provide for the training of 
Nigerians in all phases that are handled directly by the lessee or 
through its agents and contractors. Section 29 of the Act further 
stipulates that a report on the execution of the programme mentioned 
in Regulation 26 and the progress on "Nigerianisation" shall be 
submitted by the licensee or directly by the lessee or through agents 
and contractors. 

 

In addition, Paragraph 37 of the first schedule of the 1969 Petroleum 
and Drilling Act mandates the holder of an oil-mining license to ensure 
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that, within ten years from the grant of his lease, the licensee must 
achieve the number of citizens of Nigeria employed by him in 
connection with the lease in managerial, professional and supervisory 
grades (or any corresponding grades designed by him in a manner 
approved by the Minister) shall reach at least 75% of total number of 
persons employed by him in those grades (Federal Ministry of 
Petroleum Resources, 2012 ). 

 

Again, the total number of citizens of Nigeria in any of such grade is 
not expected to be less than 60% of the total; and all skilled, semi-
skilled and unskilled workers are citizens of Nigeria. The increase in 
the number of Nigerian professionals over the past 30 years bears 
witness to the successful implementation of this Act (Makidadu, 2012). 
In spite of the fact that some Nigerians now occupy senior and 
management posts in the oil industry, the challenges of labour 
contracting remains an unresolved issue. 

 

General Policy on Wages and Conditions of Work in the Oil 
Industry 

 

Oil employers are generally averse to sectoral wage negotiations and 
prefer to decide wages at the company level, rather than at the sectoral 
level (Fajana, 2008). One obstacle to sector-wide negotiation is the 
tendency for employers to keep information on wages confidential so 
that they have more control over wage determination. Large oil 
companies set wages higher than other sectors to attract better 
qualified employees (Okougbo, 2010). Generally, oil companies’ pay 
rates are usually higher than those in manufacturing companies and 
many other sectors of the Nigerian economy.  

 

Some of the wage practices, particularly in the oil sector, include the 
payment of wages and allowances in cash; expatriate workers may be 
paid in foreign currency; bank cheques and other direct payments are 
accepted for those working in remote locations;  wage scales are based 
on-job analyses and evaluation to ensure equity; wage increases are 
based on merit; and salary adjustments may result from annual merit 
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reviews (performance appraisal), promotions, individual special 
adjustment or general adjustments (Okafor, 2007). General 
adjustments are made when the government decrees a general wage 
increase in both the public and private sectors. Furthermore, oil 
companies are required to follow government directives on general 
wage adjustments; and junior staff members wishing to be paid mid-
month receive a salary advance of up to 40 per cent of their monthly 
basic salary (Samuel et al, 2009). Other conditions of work beside 
wages include fringe benefits, issues of paid leave and training and 
development. 
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6 
THE SOCIAL DIALOGUE DYNAMICS 

 

 

Introduction 

 

Social dialogue is a process of exchanging information and viewpoints 
that may ultimately facilitate harmonious labour relations. It may be 
tripartite or bipartite. In its tripartite form, dialogue involves 
cooperation among government, employers' and workers' organisations 
in formulating and implementing labour, social or economic policies 
(ILO, 2002). 

 

Innovative social dialogue exists in the Nigerian oil industry because of 
its leading role in the national economy. Multinational companies 
(MNCs) have operated in the oil sector in Nigeria for many years; 
however, their operations have been criticised. Although they have 
brought about a certain degree of modernisation, they have also 
contributed to some of the socio-cultural, ecological and political 
disruptions in Nigeria (Fajana, 2011). Notwithstanding, MNCs have 
managed to transfer some of their employer-employee relations 
practices from their home countries to Nigeria. 

 

CHAPTER 
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In the oil sector, periodical consultations between management and 
union representatives is the most useful dialogue mechanism enabling 
an exchange of information at all levels. This is particularly effective in 
the absence of a trade union when there are no collective agreements. 
Sincere discussions are the key to successful dialogue and must be 
based on fact and mutual respect (Interview with a NUPENG 
spokesperson, 2011). 

 

Social dialogue to enhance productivity requires a constant 
dissemination of information between employers and employees on 
such matters as corporate plans and strategies, business trends and 
labour policies. However, management feels that providing their 
employees with this kind of information opens the door to misuse 
(Interview with a contractor in Mobil, 2011). For their part, workers 
and trade unions insist that they should have access to employers' 
policies on human resource management, as employers' decisions 
obviously affect their jobs (Interview with the Operations Director of 
PENGASSAN, 2012). 

 

Other information shared between employers and employees in the oil 
sector includes general policies of corporate performance and plans for 
structural change, as well as job requirements, the reporting system, 
disciplinary rules, social and welfare facilities, safety rules and 
suggestion schemes. Oil companies are aware that they must inform 
their workers of these matters.  

 

Means of Promoting Social Dialogue in the Oil Sector 

 

The means of promoting dialogue between employers and employees 
includes the intranet and internet. Intranet and email are extremely 
common in large oil companies. All workers, including those at remote 
locations, are given access to these systems to improve communication 
with co-workers and supervisors. 
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Also of importance are journals and magazines. These traditional 
methods of communication publish information on companies’ social 
events. Examples are news on workers' weddings, baby christenings, 
vacations, promotions, or retirement. Bulletins, notice boards, 
newsletters, and house journals are also used. Adoption of an open 
policy for industrial harmony and productivity will also be useful. 
Workers are encouraged to come forward with their ideas to improve 
communication in the companies. In the oil sector, social dialogue is 
exercised through joint consultation; contractors' forum; and 
community dialogue (Ajayi, 2011). 

 

i. Joint Consultation 

 

The most popular dialogue-promoting mechanism in the oil sector is 
"joint consultation", which was introduced to promote social dialogue 
in the multinational oil companies. Joint consultation is also used to 
settle disputes. It is a two-way dialogue to address issues of mutual 
interest between employers and employees. It enables managers to ask 
their employees opinions and views on their business plans, but cannot 
be considered as a substitute for collective bargaining (Fajana, 2011). 
Joint consultation reinforces the cooperation between employers and 
their employees. It further encourages workers to readily offer their 
cooperation in order to contribute to increasing productivity and 
profits. 

 

Evidences of this approach had been experienced in all the companies 
being studied in this research. For instance, when Mobil was thinking 
of enhancing communication between management and workers, they 
extended management briefings to all levels of workers throughout the 
year (www.exxonmobil.com). This effort was supplemented by 
departmental/divisional meetings. The company also established a 
Joint Consultative Committee (JCC) where all decisions affecting 
employees are discussed. Chevron holds consultations with employees 
on all matters concerning their general well-being (www.chevron.com). 
It has set up a joint consultative committee and organises gala nights 
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for celebrating achievements, as well as seminars on the company's 
corporate developments and various ad hoc meetings. 

 

ii. Contractors' Forum 

 

The contractors' forum discusses issues of mutual interest related to 
the various oil companies, contracting companies, contract workers, 
PENGASSAN and NUPENG. It is organised by each company, and 
its nature varies from one company to another. For example, at Shell 
(SPDC), the contractors' forum has expanded its role to become a 
negotiating organ for the Shell Petroleum Development Company 
(SPDC) service contract workers (www.shell.com.ng). The parties 
concerned, such as SPDC, NUPENG and SPDC service companies 
(such as the contracting firms), work together to ensure industrial 
peace, in accordance with an agreement issued by a mediator of the 
Federal Ministry of Labour and Productivity (Federal Ministry of 
Labour and Productivity, 2010). 

 

iii. Community Dialogue 

 

Community dialogue takes place between community leaders 
(especially in the Niger-Delta) and the management of oil companies. 
Trade unions, as important stakeholders, participate in the dialogue on 
account of their concerns over health and security issues, as 
community restlessness sometimes results in the arrest, kidnapping and 
killing of oil workers, especially expatriates (Osumah and Aghedo, 
2011). 

 

The Role of the State 

 

For social dialogue to work, the state cannot be passive even if it is not 
a direct actor in the process. While the Nigerian state practices tri-
partism, the European states mostly practice bi-partism. Even when 
the dominant relationships are formally bipartite, the state has a role in 
providing essential support for the industrial relation process through 
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the establishment of the legal, institutional and other frameworks, 
which enable the parties to engage effectively on dialogue, 
consultation, negotiation, mediation, arbitration and adjudication. By 
this, the state is able to create the stable political and civil climate, 
which enables autonomous employers’ and workers’ organisations to 
operate freely, without fear of reprisal 

 

The Government of Nigeria plays a supervisory role in mediating 
controversies and disputes between oil companies and workers, 
through the Ministry of Labour and Productivity, the Department of 
Petroleum Resources, the Nigerian National Petroleum Corporation, 
and other regulatory agencies, such as the Federal Environmental 
Protection Agency (FEPA). The Government has adopted an 
industrial relations policy called "limited intervention and guided 
democracy", which leaves it up to the social partners to resolve their 
problems. It only intervenes when conflicts threaten national security, 
at which time it may take action to protect and ensure the proper 
functioning of the economy (Department of Petroleum Resources, 
2011). 

 

In an extreme case, the Government may deploy armed troops to deal 
with the conflicts. The Government of Nigeria inevitably plays a 
significant role in the promotion of social dialogue in the oil sector, 
because it is a major employer. The State also has a legislative role to 
play in meeting its social dialogue obligations and has set up the 
National Labour Advisory Council as a tripartite structure to formulate 
and review industrial relations policies. 

 

In addition, the National Assembly has the power to decide on certain 
issues in the oil sector as it bothers on the privatisation of state-owned 
oil firms; irregularity of the size of the workforce and a workforce 
reduction plan to include severance pay and entitlements for oil 
workers; and the creation of labour reform-related bills in the oil 
sector. There is little or nothing that local governments can do in the 
area of industrial relations since labour issues in the oil sector are 
exclusively federal matters. Nevertheless, governors and local 
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government chairmen sometimes intervene in conflicts, because of 
Nigeria's cultural imperative of respecting elders and people in 
authority. In the case of the kidnapping of foreign workers from Shell 
in 2004, the local chiefs, local government authorities, and a number of 
governors intervened to obtain the release the hostages (Osumah and 
Aghedo, 2011). 

 

The Role of Trade Unions in Social Dialogue 

 

Social dialogue requires the positive participation of trade unions 
which also represent the voice of their members and communities at 
large. Through its advocacy, both NUPENG and PENGASSAN are 
known as agents of social justice, and Nigerians regard them as two of 
the most focused trade unions in the country (NLC, 2011). They 
initiate dialogue with competent public authorities in order to influence 
public policies and works with other civil societies to enhance its 
members' and peoples' interests. 

 

Both NUPENG and PENGASSAN have addressed a number of 
issues that include: protesting against the government's plan to 
privatise the Nigerian National Petroleum Corporation (NNPC) on the 
grounds that there was no real need to privatise because the company 
has been extremely profitable; and expressing their opinions that 
labour contracting increased job insecurity, which would harm the 
development of the Nigerian economy. They also raised concerns 
about contract work in general and called for an immediate halt to it. 
They both canvassed and encouraged the autonomy of the Petroleum 
Inspectorate Commission and the Department of Petroleum Resources 
to promote the safety and health of oil workers. It advocated an 
increase in national workers' participation in the Nigerian petroleum 
industry. 

 

Furthermore, they promoted the regulation of the influx of expatriate 
workers, believing that stricter controls should be applied to expatriate 
workers to allow national workers to apply for the more skilled jobs. 
They called for good practices in collective bargaining and the fair 
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implementation of collective agreements in the oil sector, thus taking 
these issues into the public domain. They demanded more equitable 
dealings in the Niger Delta to ensure the growth and development of 
the region, as well as stable security measures in this region; and 
promoted active unionism at the national level. Under Nigerian trade 
union laws, senior staffs were not previously allowed to be members of 
the national trade union confederation (i.e., NLC). PENGASSAN has 
been taking a lead role in a campaign to gain recognition for an 
appropriate labour centre for senior staff members since the 1980s 
(PENGASSAN, 2011).  

 

This effort only paid-off in 2005, when the government issued the 
Trade Union Act 2005, and the Trade Union Congress (TUC) received 
legal backing, with a sizeable number of senior staff associations in its 
fold (PENGASSAN, 2011).  

 

Social Dialogue and Industrial Action 

 

If there were no effective social dialogue in Nigeria, the country's 
national economy would be jeopardised because this would have 
repercussions on the oil industry and threaten national security. The 
associated outcomes would be unemployment, inflation, and political 
instability. 

 

The cost of industrial unrest is enormous. In the case of the SPDC 
dispute in 2004, when the company planned to downsize and reduce its 
workforce, it lost several million Nairas by the end of the second day 
of the strike. The dispute was eventually settled through dialogue 
(Vanguard Reports, 2004). Social dialogue helps the employer avoid 
other costs arising from a loss of goodwill, patronage, output, revenue 
and profits, increased labour costs to maintain production during the 
strike, and a decline in morale and productivity (Fajana, 2002). 
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Conclusions 

 

Employment in the oil sector has been steadily increasing over the past 
few years and stood at about 84,000 in 2010 (Ajayi, 2011). Nigerian 
national workers account for about 80 per cent of overall employment, 
but their share has been declining due to an increase in outsourcing 
and the inflow of expatriate workers (Okougbo, 2010). Women 
workers account for approximately five per cent of the overall 
workforce but are generally found in peripheral jobs (Fajana, 2011). 

 

Until March 2005, the Government of Nigeria promoted compulsory 
union membership at the workplace. In the oil industry, this has 
resulted in a 60% unionisation rate (NUPENG, 2010). Oil workers are 
unionised by occupational category: white-collar workers belong to the 
Petroleum and Natural Gas Senior Staff Association (PENGASSAN) 
and production workers to the National Union of Petroleum and 
Natural Gas Workers (NUPENG). These oil industry-wide trade 
unions affiliate with different national centres, the Trade Union 
Congress of Nigeria (TUC) and the Nigeria Labour Congress (NLC), 
respectively. There is no employers' organisation to represent the 
interests of the Nigerian oil industry as a whole. 

 

Nigerian employers and employees in the oil industry share the view 
that effective dialogue is mutually beneficial to employers and workers. 
In the oil industry, the three major vehicles of social dialogue are joint 
consultation, contractors' forum and community dialogue. The roles of 
the social partners are equally important in these mechanisms. The 
contractors' forum provides a platform for social dialogue between the 
oil companies, contract companies, workers and trade unions which, in 
part, determines the contractual agreements between the parties 
concerned. Good industrial relations and social dialogue nevertheless 
rely on the role of the State as the major employer as well as the 
primary stakeholder in the oil industry. 
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7 
THE LEGAL FRAMEWORK OF 
EMPLOYMENT RELATIONS 

 
 

Introduction 
 

This chapter examines the conceptualisation of employment and 
addresses the issues surrounding individual rights of employment 
relations. It goes on to discuss the background into trade union 
activities in Nigeria, with specific attention to the two unions – the 
PENGASSAN and NUPENG in the Nigerian oil sector. The chapter 
again x-rayed the trade union policies in Nigeria. Also, in this chapter, 
the legal framework of employment relations, collective bargaining and 
the issues of restrictions and criminalisation of strikes and lock-outs are 
all addressed. Given the long history of trade union movements in 
Nigeria, there are many laws from time to time; hence, the most recent 
amendment to the Trade Union Act was discussed. The chapter goes 
further by critically analysing the workers’ rights and its protection 
especially in time of change. It goes further to place into perspective 
the sort of games being played with the issue of contract employment 
and finally, addressed the constitutional rights of workers to protest in 
Nigeria. 

CHAPTER 
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This chapter considers some legislation governing labour and industrial 
relations in Nigeria. Trade disputes generally centre on labour market, 
price level and government monetary/fiscal decisions. Other 
contentious issues include union organisation and security, work rules, 
safety, and job security. Unions seek to resolve these disputes in favour 
of their members through collective bargaining. When this fails, as it 
often does in Nigeria, unions resort to strikes. Strikes in themselves 
can have negative effects (Fashoyin, 2007). For example, it can be 
argued that strikes pose a threat to the macro-economy in free market 
economies, such as Nigeria’s (Iyayi, 2010). During strikes, there is 
generally a reduction in the supply of goods and services to consumers 
who bear the costs in terms of higher prices and lower consumption, 
whilst the government/firm incurs higher costs in carrying out its 
functions. Thus, losses are incurred and passed to consumers with 
higher prices charged (Fajana et al, 2011).  

 

For Nigeria’s oil workers, the dominance of oil has been a mixed 
blessing (Aturu, 2010). Oil industry jobs have unlocked the promise of 
natural resource wealth, but not without struggle. In the 1980s, union 
leaders were imprisoned and oil unions were placed under military 
government control (Nwoko, 2009). Today, union organisers must 
contend with both legal obstacles and anti-worker violence. Oil 
workers have been preyed upon by gangs and militants who use 
kidnapping and violence to intimidate oil companies (Okougbo, 2010). 
As community members, oil workers are aware of the painful 
difference between them and the impoverished majority outside the 
industry. 

 

Conceptualisation of Employment 
 

It is basic to employment law to identify who is an employee and who 
is an independent contractor, in that, although some rights now extend 
to the wider category of workers, most still require employment status. 
However, statute provides only an outline distinction between the 
modes in which a person may sell labour. The ERA 1996, s.230 (1) 
defines an ‘employee’ as ‘an individual who has entered into or works 
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under (or, where the employment has ceased, ‘worked under’) a 
contract of employment but other Acts contain different definitions. 
For example, in the United Kingdom, the Sex Discrimination Act 
1975, s.82 (1) refers to ‘employment under a contract of service or of 
apprenticeship or a contract personally to execute any work or labour’. 
The Act, therefore, covers many workers who would be considered as 
independent contractors under the 1996 Act in Nigeria. The correct 
category largely depends on conflicting tests established at common 
law over several decades. These were first formulated to decide on 
vicarious liability, that is, when an employer is liable to a third party for 
the torts of his/her employees, a subject which is still troubling the 
courts - Lister v Hesley Hall Ltd (2001); Balfron Computer Industries Ltd v 
Peterson (2001). The distinction is most important on a day-to-day basis 
for taxation since employees are taxed differently from the self-
employed. 

 

The new analysis had to take into account rapidly changing social and 
industrial conditions, particularly in the 18th and 19th centuries. These 
marked a move to ostensibly freer circumstances, in which workers 
were at liberty to sell their labour to whoever they pleased in return for 
financial reward, with rights and obligations determined by agreement. 
The new analysis was a task which had to be brought about by the 
judiciary, as there was little by way of a statutory framework regulating 
employment in the period under discussion as laissez-faire ideas pre-
dominated (Dickens, 2008). 

 

It was hardly surprising that the judges turned to tried and trusted 
common law concepts to assist them in the analysis and, almost 
inevitably, it was contract to which they turned. In contract, there was 
a model which the employment relationship seemed to fit and indeed 
continues to fit, although in the modern world at times most 
uncomfortably. The basic elements of a legally enforceable contract are 
discernible in the way in which employment comes about, even if, 
during its subsistence, the contract frequently has to give way in the 
light of modern-day policy requirements. There is an offer which is 
accepted. There is consideration movement from both parties, and 
these all occur with the firm intention residing in both parties, that 
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legal rights and obligations should result. The offer in the vast majority 
of context comes from the employer’s side and is accepted by the 
employee. The consideration is the financial reward provided by the 
employer on the one hand, and the work (or willingness to work) 
(Napier, (1985) CLJ 337) provided by the employee on the other. 

 

It may be true that these contract law ideas best fit the situation where 
a bargain is struck after negotiations or bartering has taken place, 
which is not the hallmark of most situations today where an 
employment relationship is entered into. For historical, social, 
economic and personal reasons, the power residing in the employer 
allows little bargaining (McLeod, 2011). This inequality in bargaining 
power has led some scholars to suggest that the contractual nature of 
employment is changing, perhaps reverting to a status relationship. Of 
itself, the lack of bargaining scope would not seem to indicate this, as 
the success which leads to an offer being accepted is not, on the whole, 
the concern of even classical contract doctrine. It is the fact of an 
agreement that primarily determines its legal analysis, the procedure by 
which it comes about or its substance. Hence, the traditional approach 
that the law requires consideration to be adequate but not necessarily 
sufficient. Consideration must be present, but the value of the bargain 
is of no importance to the law. If we now consider a relationship as if 
it followed a process of real bargaining between roughly equal parties, 
there would be very few contracts. In the real world, most contracts 
entered into on a daily basis, such as the purchasing of drinks, 
newspapers and groceries, involve even fewer elements of barter than 
the genesis of an employment relationship, and the existence of power 
and subservience is often as great if not greater than that which exists 
in employment relationships.  

 

Unless there has been some vitiating element arising from an inequality 
of bargaining power (such as undue influence), the courts tend to rely 
on the principle of freedom of contract to justify non-interference 
(National Westminster Bank Plc v Morgan (1985)). However, some scholars 
have argued strongly that the courts have gone too far, and the 
unfairness caused by inequality of bargaining power justifies a 
limitation in the freedom of contract doctrine (1988) 8 OJLS 17). 
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However, as Kessler pointed out, the doctrine is ‘the inevitable 
counterpart’ of a free enterprise system (1943) 43 Columbia I.R 629.  

 

Similar arguments apply with regard to the terms of the agreement. 
The existence of implied terms, and statutory regulation, over and 
above the rather meagre term expressly agreed by the parties in an 
employment relationship, paints a picture that is not very different to 
the situation that exists when entering into many commercial contracts 
for consumer goods, for example. All that these factors show is that 
the background world, for which the traditional rules of contract and 
the element of a contract developed, has changed markedly, but they 
do not show that the employment contract is in any respect different in 
this regard from any other contractual relationship (Sagay, 2000). This 
is not to deny that there are areas of contract law which are more 
suitable to relationships other than employment. The general 
unavailability of injunctive relief in respect of contracts of employment 
indicates this; as such remedies are usually available with regard to 
other contracts (Uvieghara, 2001). However, this is largely due to the 
executory nature, or indeterminate duration of employment contracts 
which makes supervision of such orders difficult, rather than with the 
nature of the employment contract itself. For example, the idea that 
injunctive relief is not available because it would in effect convert a 
contract of employment into a contract of slavery is clearly not tenable 
(De Francesco v Barnuum, 1890). 

 

It is possible to argue that contract plays a more significant part in the 
employment relationship than is often realised; example is in statutory 
law conceived to deal with the shortcomings of contract law in the 
light of modern policy requirements. Again, the law of unfair dismissal 
is clearly designed in part, to give employees protection against poor 
reasons for dismissal, whereas the common law can give protection 
only in relation to the manner of dismissal. However, damages for (for 
example) insufficient notice do not satisfy modern day views as to the 
obligations an employer should owe to an employee, and so a 
completely different, statutory scheme is created, which is not based 
directly on contract (Yakubu, 1999). Contractual ideas creep in, such as 
the requirement, not initially conceived, that in a constructive dismissal 
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(where an employee resigns because of the employer’s conduct and 
claims this should be construed as dismissal) an employer must have 
committed a repudiatory breach of contract, and not have behaved 
merely unreasonably (Omehia, 2011).  

 

A related, but different, phenomenon is the way in which the courts 
seem to undermine statutory intervention in employment by the 
continued use of common law concepts. McMullen (1986) has given 
the example of frustration to illustrate this ((1986) 49 MLR 785). As he 
points out, ‘’to rule that an employment contract may be terminated by 
frustration, and therefore by operation of law, excludes the jurisdiction 
of employment tribunals because, in order to claim either unfair 
dismissal or redundancy, it is necessary to establish that there has been 
a dismissal’’. Termination by operation of law does not constitute 
dismissal even within the necessarily wide definition of that concept in 
s.95 of the ERA 1996.  

 

Individual Rights of Employment Relations 
 

The essence of the employment relationship might be succinctly 
expressed in terms of an obligation to work on one hand and be paid 
wages on the other. These duties as with other obligations which 
inhere within the employment relationship operate within the 
framework of the contract of employment. The basis of that 
relationship, however, was not always contractual. Indeed, there is an 
unbroken line of evolution from the medieval institution of villeinage 
through to the employment relationship of the present day, a fact of 
considerable significance. Nevertheless, over a considerable period of 
time, there was a gradual progression from the status relation of master 
and servant, where the latter owed the former diffuse obligation of 
respect and obedience as a social inferior to his social superior to the 
exchange relation of employment, where labour is bought and sold as a 
commodity (Momoh, 2010). Now, it is evident that labour is a 
commodity which, once sold, cannot be physically detached from its 
owner. Thus, the owner of labour must control the labourer; 
ownership of labour means power over people. Archibald (2009:43) 
asserted that ‘there can be no employment relationship without a 
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power to command and a duty to obey, that is without this element of 
subordination in which lawyers rightly see the hallmark of the contract 
of employment’. 

  
Subordination to superior authority is, therefore, the defining 
characteristic of both the relation of master and servant and that of 
employer and employee. Yet, the root of this subordination differs as 
between the relations, or at least should theoretically do so. 
Subordination in the former case is a necessary incident of the social 
status of the parties. Subordination in the latter case, however, derives 
from the fact that, despite the relation taking on the form of an 
agreement between equals, the extreme economic inequality between 
capitalist and labourer guarantees the worker’s complete subjection to 
his employer. This subordination is therefore essentially economic, 
finding legal expression in the contract of employment. 

  
The point of the above analysis is that, looking at employment purely 
and simply as an exchange relation, the parties must be taken to have 
agreed that one should have the power over the other; simply because 
the gross disparity in bargaining power between them would have 
made nonsense of any other conclusion (Doherty, 1998). However, as 
workers formed trade unions to match their collective economic power 
against that of the employer, the economic inevitability of the 
employer’s power of command became progressively less evident. 
Increasingly, the content of the contract of employment depends, not 
on the will of the employer, but upon collective bargaining. Indeed, 
with the growing institutionalisation of joint decision making 
processes, one might be tempted to question whether the contract of 
employment, as a relation between economic equals, should not now 
concede equality of power to the parties. A contract of employment 
without a formal duty to obey might appear unthinkable, but it is 
possible to have a contract which places the administration of labour 
power on a solid bi—partisan basis (Sagay, 2000). Indeed, some 
commentators, working from the theory of the contract of 
employment as a pure exchange relation, have insisted that the 
employer’s right to give orders results from temporary economic 
conditions, and should in no way be regarded as integral to the 
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contract. The implications of this argument for this study are that if the 
duty of obedience has no place in the modern employment relation, 
the judiciary demonstrates its innate conservatism by continuing to 
treat that duty as essential. 

 

However, matters are not so simple. Even upon an exclusively 
economic analysis of employment, many would doubt whether 
collective bargaining has developed so far that a duty of obedience 
becomes unnecessary, or whether this could ever be the case, at least 
while employment remains a relation between individuals. Additionally, 
employment is not an exclusively economic relation, and the contract is 
not merely the juridical expression of an exchange relation (Uvieghara, 
2001). The legal institution has an existence and autonomy of its own. 
Law does not necessarily mirror economic developments (Oguniyi, 
1991). Moreover, those who impute political values to the judges must 
take account of the nature of legal decision-making and character of 
the common law. 

  
The image that is most evoked to describe the common law is of a 
seamless web, stretching back into the mists of antiquity. This sees the 
common law as a constant body of principles, existing independently 
of its social context. The accuracy of such a view is open to doubt. The 
common law has been developed by judges and adapted to what they 
consider to be changing social needs (Obilade, 1979). This 
development is most often gradual, but from time-to-time, a major 
policy decision heralds a significant change of direction. Despite this, 
however, judges are generally unwilling to concede that the law 
develops at their discretion, preferring, understandably, to justify their 
decisions by reference to venerable principles. The influence of the 
seamless web conception of law, as both reality and ideology, should 
therefore not be underestimated. The practical consequence is that 
much of the common law traces its roots back into the eighteenth and 
nineteenth centuries (Obilade, 1979). The fundamental principles of 
the contract of employment were laid down in the first half of the 
nineteenth century and even then owed much to earlier views of the 
relation (Yakubu, 1999). Thus judges can, and some would argue must 
have reference to these long-standing authorities when dealing with 
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essential issues of labour law. It is hardly permissible to accuse judges 
of bias when they decide cases on the basis of principle. Nor is it 
legitimate for an interpreter to seek to insinuate their values by insisting 
that the judges should set principles aside and lay down a new set of 
ground rules for the contract of employment.  
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8 
TRADE UNION MOVEMENTS AND 

POLICIES 
 

Introduction 
 
The first signs of trade union activities in Nigeria started in 1883 with 
the Mechanics Mutual Aid and Mutual Improvement Association 
(Aremu, 1996). The association was an apprenticeship association and, 
as such, was not in the modern sense of a fully-fledged trade union; 
rather most of them were workers association (Otobo, 1987). The 
inception of modern trade unions in Nigeria could be said to coincide 
with colonialism. Consequently, the first set of trade unions were 
modelled after British unions. Unlike the situation in most developed 
countries, trade union activity preceded industrialisation in Nigeria. 
 
The organised trade union movement in Nigeria dates back to 1912 
when the workers in the Southern Nigerian Civil Service under the 
then colonial administration organised themselves into workers 
representatives (Akinyanju, 1997). This then became known as 
the Nigeria Civil Service Union (NCSU) in 1914(Akinyanju, 1997). 
This became a pivot with which workers in other sectors began the 
agitation for the formation of Trade Unions before and after 
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independence in 1960. At this period, trade unions could not take the 
pattern of radical organisation because of the paternalistic nature of 
colonial government, which is the largest employer of public labour. 
Other unions that emerged during this period were the Nigeria Native 
Staff Union (NNSU), Nigerian Union of Railway men, Nigerian 
Mechanics Union and the Nigerian Union of Teachers (NUT) (Sonubi, 
1973). It was in 1938 that the Trade Unions Ordinance was enacted 
which provided legal backing for trade unions (Yesufu, 1984).  
 
By 1975, during the military regime of General Murtala Mohammed, 
Trade Unions in the country had increased to over 1,000, including 
Mushroom Unions (Aremu, 1996). In 1976, the Federal Government 
established a commission of inquiry into the activities of the various 
unions and appointed an administrator to look into the unions’ 
activities and come up with a structure for the proper administration of 
the unions (Yesufu, 1984). This became necessary as the trade unions 
were polarised into ideological divides. Towards the end of 1977, these 
trade unions were restructured into 42, along industrial lines (Otobo, 
1987). The government also insisted on the formation of a labour 
centre as there were various multiple centres previously. In February 
1978, the Nigeria Labour Congress was formed and inaugurated 
(Aremu, 1996). The then Industrial Unions became affiliates of the 
Nigeria Labour Congress with a legal backing of Trade Union 
(Amendment) Decree 22 of 1978. Several reasons have been given to 
explain the apparent late arrival of trade unionism in Nigeria; they 
include limited wage employment; low level of economic activities; the 
repressive colonial labour policy; low consciousness of workers as to 
the need for unionism; and the absence of legal backing (Nwoko, 
2009). 
 
However, these obstacles were eventually overcome and this paved the 
way for the emergence of trade unionism in the country. For instance, 
the emergence of small indigenous and large multinational companies 
broke the monopoly of public sector employment in the country 
(Adewumi, 2007). The influence of neighbouring countries like Sierra 
Leone and Ghana also helped to boost the tempo of trade unionism in 
Nigeria (Aturu, 2005). This factor, for instance, led to the enactment of 
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Trade Union Ordinance in 1938, which gave legal backing to trade 
unions in the country (Aturu, 2005). The Second World War also 
played an important role in the growth of trade unions in Nigeria. The 
world war brought hardship to the workers and the general public in 
form of acute shortage of essential commodities, rise in prices, and a 
stagnant wage structure, among others (Otobo 1987). These problems 
pushed many workers into joining trade unions which were seen as the 
only forum for improving their bad economic conditions (Fajana, 
2010). Union agitation during the period led to the introduction of 
Cost of Living Allowance (COLA) as well as the first general strike in 
the country in 1945 with the participation of about 42,000 workers 
(Fajana, 1995). The strike heightened the socio-political consciousness 
of the workers. Before the formation of the Nigerian Labour Congress 
(NLC) in 1978, four labour centres existed; these were the Nigeria 
Trade Union Congress [NTUC], the Labour Unity Front [LUF], the 
United Labour Congress [ULC] and the Nigeria Workers Council 
[NWC] (Otobo, 1981). The emergence of the NLC ended decades 
of rivalry and rancour involving the four centres and unions affiliated 
to them (Akinyanju, 1997). The organisation has had a chequered 
history, surviving two instances of dissolution of its national organs 
and the consequent appointment of state administrators (Aremu, 
1996).  
 
The first was in 1988 under the military regime of General Ibrahim 
Babangida. Congress' opposition to the anti-people Structural 
Adjustment Programme provoked the military administration to take 
over the NLC. The second military intervention was in 1994 during the 
regime of General Sani Abacha, whose government also became 
intolerant of the labour movement's agitation for the restoration of 
democracy. Like the initial case, the military government dissolved 
NLC's National Executive Council and appointed a Sole Administrator 
(Momoh, 2010). The same treatment was meted out to the two unions 
in the oil and gas industry: the National Union of Petroleum and 
Natural Gas Workers [NUPENG] and the Petroleum and Natural Gas 
Senior Staff Association of Nigeria [PENGASSAN] (Okougbo, 2010).  
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However, the administrators apparently added a further brief, which 
plundered the finances of Congress and the two unions (Fashina, 
2009). The dissolution exemplified the travails of Congress, its 
leadership, affiliates and state councils, under military rule. The military 
also invoked its legislative prerogatives to unleash all manner of 
legislation to check the activities of unions (Momoh, 2010). For 
instance, under General Abacha, a decree that banned a section of the 
movement from holding leadership position in Congress came into 
effect. However, with the death of General Abacha, the unions 
reclaimed Congress, culminating in a National Delegates Conference 
held on January 29, 1999. The leadership led the NLC from 1999 to 
February 2007. The advent of democracy and civil rule in the country 
seems to have stabilised the management process, especially among the 
union leaders.  
 
Conditions for workers in Nigeria are uneven (Okene, 2006). Civil 
servants and employees of private companies (foreign) have relatively 
good offices and facilities, healthcare, and wages, but that is not the 
case for most of the others (Nwoko, 2009). Conditions in the pre-
collegiate schools and the universities have deteriorated markedly 
because of repression, underfunding, and the irregular payment of 
salaries (Adejumobi, 2011). Protests or industrial actions by trade 
union leaders often resulted in detention (ITUC, 2012). A number of 
university students were killed by the police, and the universities were 
shut down following students' protests and riots (Tijani, 2012). Some 
doctors and professors lost their jobs because of industrial action 
(ITUC, 2012). In addition, income inequalities between the rulers and 
bureaucrats on one hand and masses of workers on the other, poor 
wages, and the late payment of salaries demoralised workers (Nwoko, 
2009). Furthermore, they adversely affect their standard of living, 
health, and work productivity. The poor conditions contribute to the 
pervasive corruption in Nigeria and the use of the country as a conduit 
for drug trafficking (Okolie, 2010). The story is different in the oil 
sector where working conditions and remunerations are relatively 
better, but this does not mean the two unions (NUPENG and 
PENGASSAN) are spared in terms of repression by the government, 
especially during military rules (Fajana et al, 2011). 



The Dynamics of Labour Contracting and Employment Relations 

 

 
89 

 

Petroleum and Natural Gas Senior Staff Association 
(PENGASSAN) 
 
PENGASSAN is a white-collar workers' union in the oil industry, 
whose mandate is to ensure that its members are protected in their 
working environment and to promote good relations in the oil and gas 
industry. Membership is open to senior and middle management in the 
oil industry, regardless of race, gender or religion. 
 
PENGASSAN was established in 1978 and is one of the 24 senior 
staff associations in Nigeria under the umbrella of the TUC, which 
only received legal recognition by the Government in 2005 (Ajayi, 
2011). Before that time, senior staff associations in Nigeria struggled 
for the registration of a labour centre without success (Fajana, 2008). 
PENGASSAN is also affiliated to the International Federation of 
Chemical, Energy, Mines and General Workers' Unions (ICEM). 
 
The primary activity of PENGASSAN is to assist workers at the 
enterprise level. It aims to improve the rights, terms and conditions of 
work for its members and to resolve problems raised by them (Ajayi, 
2011). It promotes economic, social and educational programmes and 
provides financial services such as loans and thrift and savings schemes 
(Okougbo, 2010). 
 
Table 1: Selected Foreign Oil Companies Operating in the Niger 
Delta with Estimated Employment and Trade Union 
Representation in 2001 
 

Company Oil 
Production 

Employment 
(Million Barrels) 

Trade Union 
Representation 

Chevron 
Texaco 

158,000 4,000 93% 
Nigerians/6000+ 
Contractors 
 

NUPENG 
PENGASSAN 

Royal Dutch 
Shell 

250,000 5,000 95% 
Nigerians/20,000+ 
Contractors 

NUPENG 
PENGASSAN 
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Exxon-Mobil 249,000 5,000 97% 
Nigerians/ 8900+ 
Contractors 
 

NUPENG 
PENGASSAN 

TotalFinaElf 144,000 3,600 93% 
Nigerians/ 2000+ 
Contractors 
 

NUPENG 
PENGASSAN 

Sources: Various oil companies’ web pages and West African Oil Sourcebook 
2002, quoted in Traub-Merz and Yates (2004). 
 
PENGASSAN administers day-to-day trade union activities in the 
country's four geographic zones: Lagos, Warri, Port Harcourt and 
Kaduna. At each zonal office, there is an Executive Council consisting 
of one elected chairperson, a few national officers and one secretary 
(Okougbo, 2007). A trade union unit set up at the enterprise level is 
called a branch. 
 
The highest decision-making authority of PENGASSAN is the 
National Delegates' Conference (NDC). The NDC is comprised 
members of the National Executive Council (NEC), the principal 
national officers, delegates from all branches and one secretary. The 
NEC is composed of 98 branch chairpersons, as well as the principal 
national officers and one secretary. The Executive Committee of 
PENGASSAN is called the Central Working Committee (CWC) which 
is made up of 13 elected national officers, one secretary and one 
deputy secretary.  
 

National Union of Petroleum and Natural Gas Workers 
(NUPENG) 
 
The National Union of Petroleum and Natural Gas Workers 
(NUPENG), formed in 1978, is a "blue-collar" workers' union whose 
members are junior staff or production workers in the oil and gas 
industry (Fajana, 2008). It is affiliated to the Nigeria Labour Congress 
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(NLC) and the International Federation of Chemical, Energy, Mines 
and General Workers’ Union (ICEM). 
 
NUPENG sets out to unionise workers, negotiate better working 
conditions, assist in resolving disputes between its members and their 
employers, assist in resolving disputes among its members, organise 
education and training programmes for its members, and publish 
regular newsletters (NUPENG, 2003). 
 
NUPENG has a zonal and branch structure, similar to that of 
PENGASSAN. Each zone elects a Zonal Executive Council consisting 
of a chairperson, national officers, and one secretary (Okougbo, 2007). 
Branches are created at the enterprise level.  
 
Table 2: Evolution of Trade Union Membership in the Oil Sector 
in Nigeria, 1999-2003 

Union 1999 2000 2001 2002 2003 

Male 
(PENGASSAN) 

13,252 11,116 11,300 11,652 12,000 

FEMALE 
(PENGASSAN) 

3313 2779 2825 2913 3000 

Subtotal 16565 13895 14125 14565 15000 

NUPENG 
(Male) 
 
PENGASSAN 
(Female) 

 
11680 

 
11922 

 
13264 

 
16020 

 
16756 

 
2920 

 
2980 

 
3316 

 
4005 

 
4189 

Subtotal 14600 14902 16580 20025 20945 

Grand total 31165 28797 30705 34590 35945 

Sources: PENGASSAN and NUPENG 
 
The growth of trade union membership continued until March 2005 
when concerned that the unions had grown too strong, the 
Government changed its industrial relations policy by removing 
automatic membership from the trade unions (Adefolaju and 
Omotosho, 2012). In the meantime, unions have devised strategies to 
retain their existing members and recruit new members. 
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Trade Union Policy in Nigeria 
 
There have been serious shortcomings in the application and 
enforcement of core labour standards, particularly with regard to the 
lack of trade union rights of workers including the right to strike, 
discrimination and child labour. The labour policy of 1999 wanted to 
checkmate NLC as it was believed by the government that the union 
was gaining popularity. In October 2004, the President of the Nigerian 
Labour Congress (NLC) was arrested during a general strike despite 
the fact that the action was "an entirely legitimate exercise of the 
collective rights of the trade union movement’’ (Aturu, 2005:78). 
Although released, the NLC leader faced criminal charges in the federal 
capital high court, and police raided his house and office on several 
occasions (Okene, 2006). In March 2005, the Nigerian Trade Union 
Amendment Act was passed.  
 
This act retains the NLC as a central labour union but gives other trade 
unions the freedom to federate and form umbrella unions, and also 
makes union membership voluntary. While such freedom is, in 
principle, to be welcomed, it was widely believed that one of its main 
aims was to weaken the cohesion and unity of the trade union 
movement and in particular the Nigeria Labour Congress (Okene, 
2006). The Nigeria Labour Congress, which was hitherto the only 
central labour organisation in the country, was opposed vehemently to 
the 2005 Amendment Act. It was argued that the law was principally 
enacted to de-register the NLC, reduce its power and control labour, as 
well as check the rising profile of labour as a stiff opposition to the 
Federal Government, especially when it takes any unpopular labour 
policies (Okolie, 2010). The Amendment Act outlawed strikes and 
lock-outs of workers and empowered the Minister of Labour and 
Productivity to register or de-register any union or central labour 
organisation. The Trade Union Amendment Act of 2005 seems to 
have been designed to break the monopoly of the Nigeria Labour 
Congress. The Nigeria Labour Congress and the Trade Union 
Congress are now the only parallel central labour organizations 
in Nigeria and they are to represent the workers at the tripartite bodies. 
This recent adoption still fails to address adequately problems 
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identified with regard to freedom of association and the right to 
collective bargaining, the right to strike and anti-union policies (Okene, 
2007). The Act had been presented without adequate consultations 
through the tripartite labour review set up with assistance of the 
International Labour Organisation (ILO), contrary to what had been 
promised (ITUC, 2012).  
 
Furthermore, trade union rights were restricted in Export Processing 
Zones and strikes prohibited in such zones for a period of ten years, 
which is directly contrary to ILO conventions. The International 
Confederation of Free Trade Union (ICFTU) and the NLC considered 
that, "in view of the seriousness of these problems, there is need for a 
much stronger commitment to social dialogue by the federal 
government of Nigeria in order to achieve a culture of constructive 
engagement of labour over policies and governance issues" (ILO, 
2009). It was also imperative to abrogate the Public Order Act, which 
compels organisations to seek a permit from the Police before any 
assembly. The law gives the Commissioners of Police latitude to refuse 
to issue such a permit or to break up assemblies convened without 
one. As such, permits are invariably denied, the right to assembly 
provided for by Nigeria's constitution and the right to freedom of 
association "cannot be meaningful as long as this law still exists" 
(ICFTU, 2010). This is, in practice, the absolute domination of the 
government over trade union in Nigeria while discrimination in 
employment and wages persist in the country.  
 
A survey showed a wage gap between men and women and between 
permanent and contract employees, as well as a highly segregated 
labour market. Few women are employed in the oil sector due to social 
discrimination in education and training and to a gender-based division 
of labour in the formal economy (Adefolaju and Omotosho, 2012; 
Tijani, 2012). Moreover, Nigeria's Minimum Wage Act was excluding 
many workers, in particular, those groups with disproportionate 
representation, such as part time workers, seasonal agricultural 
workers, contract workers and casual workers (ITUC, 2012). 
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Union preference is integral to the rights of workers to freedom of 
association and the right to organise collectively for the purposes of 
bargaining. This is codified in the ILO Conventions especially 
convention No 87, freedom of association and the rights to organise 
(1948) and convention No 98, Rights to organise and 
collective bargaining (1949). Any infringement of the rights of union 
members and workers under freedom of association is an 
encroachment on workers’ rights to collective bargaining in the 
workplace. The Federal Government of Nigeria is obliged under 
international law by ILO Conventions 87 and 98 to ensure that 
national laws governing the labour-management relationship guarantee 
that the discrete interests of employers and employees are 
underwritten. This obligation requires legislation to guarantee, first, the 
right of employees to establish and join organisations of their own 
choice. Secondly, protection for employees against acts of anti-union 
discrimination; and thirdly, the promotion of collective bargaining and 
effective collective representation (ILO, 1987). 
 

The Legal Framework of Employment Relations in Nigeria 
 
All labour laws in Nigeria, including the Labour Act (LA) and the 
Trade Disputes Act (TDA), apply only to those persons considered as 
“employees” at common law (that is, those employed under a 
“contract of service” rather than a “contract for services”). In addition, 
both Acts apply only to those employees who are “workers”. The 
Labour Act defines a worker as ‘’any person who has entered into a 
contract (of service) with an employer, whether the contract is for 
manual or clerical work, or is express or implied, or oral or written’’. 
The courts have interpreted this definition to apply only to manual or 
clerical workers. The definition proffered by the Labour Act also 
excludes: any person not employed for the purposes of the employer’s 
business (such as domestic staff); persons exercising administrative, 
executive, technical or professional functions; members of the 
employer’s family; representatives, agents and commercial travellers, to 
the extent that their work is carried out outside the employer’s 
permanent workplace; home workers; and any persons employed at sea 
or on an airplane, who are governed by specific legislation.  
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In addition, members of the armed forces and police are excluded 
from the Labour Act. The definition of “worker” in the Trade 
Disputes Act (TDA) mirrors the Labour Act definition, except that it is 
expressly extended to workers other than manual or clerical workers 
and to apprentices. 
 
Contracts of employment may be either a contract for an indefinite 
period or for a fixed term or fixed amount of work. The common law 
position is that contracts for a fixed term or fixed amount of work 
expire according to how their terms are codified in the Labour Act, 
and this rule has not been modified by statute, nor is there any further 
statutory regulation of fixed-term contracts. Probationary periods are 
possible, although, as the statutes do not exclude probationary 
employees from their ambit, the statutory notice periods also apply to 
probationary employees.  
 
The termination of employment other than at the employer’s initiative 
is largely governed by common law (Agomo, 2011). A contract of 
employment may be terminated, other than at the employer’s initiative 
by: mutual agreement either by an agreement as to the term of the 
contract or an agreement that employment should end; frustration by a 
supervening event; the employee resigning by giving the requisite 
notice; or the death of the employee (Olateru-Olagbegi and Ikpeme, 
2006). The common law position is that an employee’s contract of 
employment may not be transferred from one employer to another 
without the employee’s consent (Sagay, 2000). 
 
There is no general statutory principle against unfair dismissal in 
Nigeria (Omehia, 2011). The law of dismissal is largely governed by the 
common law, as affected by the Labour Act (GLG, 2011). However, a 
dismissal may constitute a ‘trade dispute” under the Trade Disputes 
Act, in which case the worker concerned may bring a claim to the 
National Industrial Court (NIC) under that Act. A time boundary 
between dismissal and termination is very clear. Claims relating to 
dismissals are covered by the Trade Disputes Act. In practice, the NIC 
exercises jurisdiction over dismissal claims (Omehia, 2011). There is, 
however, little statutory guidance as to the standard the NIC is to apply 
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in adjudicating trade disputes involving a dismissal; its remedial 
jurisdiction simply being to “make awards to settle trade disputes” 
(Oguniyi, 2004).  
 
There are specific statutory prohibitions against dismissal on the 
grounds of union membership and activity. The Labour Act states that: 
no contract shall make it a condition of employment that a worker 
shall or shall not join a trade union or shall or shall not relinquish 
membership of a trade union; or cause the dismissal of, or otherwise 
prejudice, a worker: 

(i) by reason of trade union membership, or 
  
(ii) because of trade union activities outside working hours or, with 
the   consent of the employer, within working hours, or 
 
(iii) by reason of the fact that he has lost or been deprived of 
membership of a trade union or has refused or been unable to 
become, or for any other reason is not, a member of a trade union.  

 
The Labour Act has also provided against dismissal on account of 
pregnancy and taking maternity leave. In addition, the common law has 
developed the concept of a “constructive dismissal”. This form of 
dismissal takes place following the behaviour by the employer which is 
intolerable, and which forces the employee to resign, and is deemed to 
be a dismissal. Consequently, being part of the common law, this 
concept is part of the Nigerian law.  
 
A common law right of an employer to summarily dismiss his 
employee is also preserved by the Labour Act. The Labour Act 
expressly retains the common law for less than three months of 
service, plus one day; and the right of an employer to summarily 
dismiss an employee for serious misconduct. Furthermore, the Labour 
Act also retains the employer’s ability to dismiss on the grounds of 
redundancy (s.17), although this section also introduces certain 
procedural requirements for redundancies. “Redundancies” are defined 
by the Act to mean “an involuntary and permanent loss of 
employment caused by an excess of manpower’’.  
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The Labour Act sets out statutory minimum notice periods of one 
week for three months to two years of service; two weeks for two to 
five years of service; and one month for more than five years of 
service. These periods are statutory minima which can be improved 
upon by collective agreements or contracts of employment. Payments 
in lieu of notice are permissible, and either party may waive the right to 
notice. 
 
The doctrine of condonation also comes to play in labour and 
industrial relations in the context of right of dismissal available in an 
employment (Omehia, 2011). For dismissals on the basis of 
misconduct, the common law rule is that employers, who, with full 
knowledge of the employee’s conduct, condone such conduct, cannot 
thereafter rely on the conduct to justify a summary dismissal. It should 
be noted, however, that condonation entails knowledge, forgiveness 
and reinstatement (Omehia, 2011). For an employer to be deemed to 
have condoned misconduct he must have had knowledge of the 
misconduct; secondly, the employer must have forgiven the employee; 
and lastly, the employer must have reinstated the employee (Omehia, 
2011). However, the common law rule that misconduct discovered 
after dismissal may justify the dismissal also applies. There are no 
statutory requirements as to procedure for dismissals for misconduct, 
although a breach of any contractual procedure may constitute a 
breach of contract leading to an award of damages. Likewise, there are 
no statutory procedural requirements for dismissals on the grounds of 
unsatisfactory performance (McLeod, 2011).  
 
Dismissals on the grounds of redundancy also have procedural 
requirements set out by the Labour Act. The said requirements are 
that: the employer is to inform the trade union or worker’s 
representative of the reasons for and anticipated extent of the 
redundancies; the principle of last in, first out is to be applied, subject 
to factors of merit, including skill, ability and reliability; and the 
employer is to use his or her best endeavours to negotiate redundancy 
payments. 
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Apart from the afore-stated, two other issues to be considered are 
severance pay and avenues for redress. There is no general statutory 
severance pay, although there is provision for the Minister of Labour 
to enact regulations providing for severance pay to redundant workers. 
In addition, the NIC has, on occasions, awarded severance pay as 
additional compensation to unfairly dismissed workers. On the other 
hand, claims for wrongful dismissal or breach of contract may be 
brought to the civil courts, although such claims are limited to damages 
for the equivalent amount that the employee would have earned during 
the notice period, and generally exclude reinstatement and damages for 
injured feelings. In addition, as discussed above, a dismissed employee 
may submit a trade dispute to the NIC, and the NIC has a wide 
discretion as to remedies, including reinstatement. The resolution 
process for trade disputes can also include conciliation provided by the 
government.  
 

Collective Bargaining  
 
The process of collective bargaining involves consultations and 
negotiations between different parties, usually employers’ and workers’ 
representatives (unions) for terms and conditions of employment. The 
outcome of such negotiations usually involve an agreement being 
reached, but this does not necessarily happen in all situations as 
negotiations still end up in disagreements and often result in strikes 
and lock-outs (Adewumi and Fajana, 2008). The Nigerian Labour Act 
Cap 198 enacted collective bargaining as the process of arriving or 
attempting to arrive at a collective agreement between employers and 
employees; and a written agreement regarding work conditions and 
terms of employment reached between workers’ representatives and 
other parties, including employers and the government.  
 
There must be freedom of association and trade union recognition for 
collective bargaining to be effectively carried out. Since workers need 
be able to bargain collectively, they should be free to associate with the 
trade unions and as such, trade unions ought to be recognised by the 
government as an essential part of the collective bargaining process 
(Gallion, 2004). The Nigerian Labour Congress upholds the collective 
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bargaining power of the country’s labour force. However, how 
effectively the Congress has been able to succeed in bargaining with 
the government is another issue. One can argue that terms, processes, 
bargaining power, and enforcement by trade unions depend on the size 
and strength of the bargaining unit. This is still unproven in Nigeria as 
results varied between periods of military rule and civilian regimes.  
 
The negotiation process by the NLC depends largely on the sector and 
is usually in the public sector. Bargaining within the public sector is 
often done on a national level, especially when dealing with issues 
concerning federal government workers. For those employed by the 
state government, bargaining is done as in the private sector. When the 
bargaining concerns private and public sectors alike; representatives of 
the NLC meet with both federal and state government officials for 
negotiations. More often than not, these negotiations traditionally 
centre on wages, living and working conditions (Fashina, 2009). 
Nigeria has constantly witnessed strikes and lock-outs as a result of the 
recurring battle between the different levels of government, the 
employers, and the unions over wages, especially within the public 
sector (Aturu, 2010). In 1991, the government decentralised collective 
bargaining in the public sector, thereby creating a major problem of 
industrial relations in the country. Being a British colony, the country 
adopted certain practices and policies and the system was fashioned to 
conform to the British system. The feature of voluntary machinery 
within the British system was filtered into the Nigerian system 
(Fashoyin, 2007).  
 
The social partners in the Nigerian oil sector are generally averse to 
using formal litigation processes to resolve industrial disputes for two 
reasons: they feel that formal judicial processes are adversarial and that 
the civil courts lack jurisdiction over matters of trade disputes, unlike 
some other countries (Fajana, 2002). 
 

Restriction and Criminalisation of Strikes and Lock-Outs  
 
Unions were formed in Nigeria as a result of imbalances between 
workers and their employers (Akinyanju, 1997). The workers hoped 
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that having a collective voice would afford them a better relationship 
with employers (Aremu, 2010). The workers also hoped to push for 
improved working conditions beneficial to them and ensure that they 
had a choice and the ability to negotiate in decisions that affected 
them. However, following the decentralisation of the labour unions, 
the unions became increasingly weaker in responding to some 
government policies that were not favourable to workers or their well-
being (Aturu, 2010). 
 
When a breakdown in communication between workers, employers 
and the unions occurred, strike actions and lock-outs resulted. Labour 
leaders believed that the decentralisation was a deliberate attempt by 
the government to weaken the unions (Aturu, 2010), particularly as the 
government became increasingly hostile to the labour unions. The 
hostility was often transferred to employers, who intimidated workers 
to leave the unions. It is therefore not uncommon for employers to fire 
union representatives for taking part in union activities (Adewumi, 
2010). 
 
For strike actions to be regarded as legal and formal, prior police 
permission must be obtained. This permission is not usually given. 
Instead, the police or security forces are used to intimidate, harass and 
arrest strikers and the trade union leaders (Isima and Okenyodo, 2009). 
Thus, the Act that supported the right to strike became almost 
irrelevant. Apart from other strict conditions set out in the 2005 Act, 
strikes were prohibited and regarded as criminal if they were carried 
out as a result of disputes of interest or for economic issues, like strikes 
to protest a rise in fuel prices. The Act also banned strikes within the 
essential services sector, normally outside the ILO definition of 
essential services, including public transport and educational 
institutions. The Act imposed compulsory arbitration with a fine or six 
months imprisonment for non-compliance and further stated that a 
fifteen day notice period be given prior to any strike action in order for 
the action to be regarded as legal. Even with all of these conditions and 
restrictions, the Nigerian workers and unions have managed to embark 
on strike actions for just about any reason. In 2006 for instance, the 
Petroleum and Natural Gas Senior Staff Association of Nigeria 
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(PENGASSAN) and the National Union of Petroleum and Gas 
workers (NUPENG) embarked on a three-day national strike to 
protest the violence in the Niger-Delta region. 
 
The right to strike in Nigeria has been brought under statutory 
restrictions. Under the 1990 Act, lock-outs and strikes were prohibited 
or penalised only where the procedures laid down for declaring or 
taking part in them were not followed (Okene, 2007). The Trade 
Disputes Act makes a special provision for workers that engaged in 
essential services who intend to cease work or terminate their 
appointments. Accordingly, a worker in this category shall give fifteen 
days’ notice before ceasing work. However, if workers intend to 
terminate their appointment, they may give less than fifteen days’ 
notice if that is provided for in the terms of his contract of 
employment.  
 
Furthermore, a worker in essential services shall be deemed guilty of 
ceasing work without giving at least fifteen days’ notice of his intention 
to do so, unless he proves that at the time when he ceased to perform 
that work, he did not know, or had no cause to believe, that the 
probable consequences of his action would be to deprive the 
community or part of it either wholly or to a substantial extent of that 
or any other essential service. A careful analysis of the Trade Disputes 
Act, 1990, reveals that specified categories of workers must not cease 
work or terminate their employment overnight or by merely giving of 
the requisite notices without complying with other conditions that are 
applicable in the circumstance. Similarly, fifteen days notice is to be 
given by a worker before ceasing work in circumstances involving 
danger to persons or property. When the worker intends to terminate 
his contract of employment, the procedure is to give advance notice, 
which could be less than fifteen days if that is provided for in the 
contract of employment. A worker who ceases work in circumstances 
that do not contravene the provision on giving of notice, shall not be 
guilty of an offence under section 196 of the Penal Code of Northern 
Nigeria. 
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It should be noted that contravention of the provisions of either 
section 40 or 41 (and the corresponding provisions in the 2004 Act) 
attracts a penalty; but no proceedings for an offence under either 
sections shall be instituted except with the consent of the Attorney-
General of the Federation, or the Attorney-General of the State in 
which the offence is alleged to be committed. It is important to note 
that while the provisions of the Trade Disputes (Essential Services) Act 
is in force, sections 40/41 and 41/42 of the Trade Disputes Act 
1990/2004 were suspended. However, the Trade Unions Act 2005 (as 
amended) imposes severe restrictions to persons, trade unions or 
employers intending to take part in a strike or declare a lock-out. Such 
persons, trade unions or employers (other than those engaged in the 
provision of essential services) shall comply with the provision of 
section 30(6) of the said Act, one of which is the provision for 
arbitration contained in the Trade Disputes Act of 1990 (and by 
extension, of the 2005 Act).  
 
At this juncture, it is imperative that we set out the relevant provisions 
enumerating what essential service means. Essential services are 
mentioned in the First Schedule of the Trade Disputes Acts of 1990 
and 2004. They include: 
 
The public service of the Federation or of a State shall for the purpose 
of this Act include service in a civil capacity of persons employed in 
the armed forces of the Federation or any part thereof, and also of 
persons employed in an industry or undertaking (corporate or 
incorporate) which deals or is connected with the manufacture or 
production of materials for use in the armed forces of the Federation 
or any part thereof. 

 
1. Any service established, provided or maintained by then 

Government of the Federation or a State, by a local 
government council, or any municipal or statutory authority, or 
by private enterprise: 

 
(a) for, or in connection with, the supply of electricity, power 
or water, or of fuel of any kind;  
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(b) for, or in connection with, sound broadcasting or postal, 
telegraphic, cable, wireless or telephonic communication; 
 
(c) for maintaining ports, harbours, docks or aerodromes, or 
for, or in connection with, the transportation of persons, goods 
or livestock by road, sea, river or air;  
 
(d) for, or in connection with, the burial of the dead, hospitals, 
the treatment of the sick, the prevention of disease, or any of 
the following public health matters, namely sanitation, road-
cleansing and the disposal of night—soil and rubbish;  
 
(e) for dealing with outbreaks of fire.  
 

2. Service in any capacity in any of the following organisations— 
 
(a) the Central Bank of Nigeria;  
 
(b) the Nigerian Security Printing Company Limited; and 
 
(c) any corporate licensed to carry on banking business under 
the Banks and other Financial Institutions Act. 

 
Another area of essential services is unveiled by the Trade Disputes 
(Essential Services) Act, Cap, T9, LEN 2004. Here, it is provided to 
include service ‘for, or in connection with, teaching or provision of 
educational services at the primary, secondary or tertiary institution…’ 
It is obvious that educational services do not form part of essential 
services in either provisions. An important question to be asked at this 
juncture is, “having regard to section 30(9) of the Trade Unions 
(Amendment) Act, 2005, the First Schedule of the Trade Disputes Act 
1990/2004, and section 7(vi) of the Trade Disputes (‘Essential 
Services) Act 2004, are educational services part of the essential 
services for the purpose of application in trade disputes and for 
connected matters? 
  
The answer to the above question can be found on invocation of some 
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rules of interpretation, such as literal rule, mischief rule and expressio 
unis est exclusio atterius (this means, the express mention of one thing 
must by necessary implication exclude everything else (not mentioned) 
in its operation or application). All of the above statutory provisions 
are extant laws. It is only when we look at their combined effects that 
we can arrive at an objective view. Whatever conclusion is drawn 
through the prism of the rules of interpretation of statutes, it brings the 
legitimacy of the incessant strikes by the various unions of educational 
institutions into the realm of debate and contestation. 
 
It has been commented that “by literal interpretation of section 30(6) 
(a) to (b), the conditions as specified therein are co-terminous: hence, 
they should be construed conjunctively and not disjunctively. 
Therefore, whether or not there is an on-going dialogue/negotiation 
between disputing parties prior to an industrial action, the law is that 
no person, trade union or employer shall take part in a strike or lock-
out without first complying with the relevant provisions of the Trade 
Unions Act (as amended) as well as the Trade Disputes Act” (Aturu, 
2010:105). 
  
In terms of employees in the essential services industries, it has been 
observed that those in the essential services industries face even more 
serious restrictions (tantamount to almost a complete ban) on strikes 
and lock-outs. Thus, they cannot go on strike or declare a lock-out 
outside the ambit of the conditions laid down in section 30(6) and (8) 
of the Trade Unions Act (amended,); and if they have any dispute 
affecting their trades, occupations or industries, the provisions for 
arbitration in the Trade Disputes Act 1990 shall apply in such disputes 
and the determination of the National Industrial Court in all such 
disputes shall be final (Agomo, 2011). In this regard, the provisions of 
sections 1 and 2 of the Trade Disputes Act as well as the power of the 
Minister in charge of labour matters as provided for under sections 8, 
9, 17 and 32 of the said Act, are imperative in determining the position 
of the worker or employer. Other provisions which curtail their liberty 
are sections 40/41 and 41/42 of the Trade Disputes Act, and, of 
course, the relevant provisions of the trade Disputes (Essential 
Services) Act. 
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The Trade Unions (Amendment) Act, 2005 and Trade 
Unionism in Nigeria.  
 
In Nigeria, the federal government, as the largest single employer of 
labour, plays a dual role in the industrial relations practice in the 
country. The government plays the conflicting role of employing the 
largest labour, as well as prescribing policies to guide labour 
management relations (Tijani, 2012). Thus, industrial relations practices 
have had the experience of various government transformations since 
the advent of colonial rule. The enactment of Trade Union 
(Amendment) Act of 2005 is just one of the events that have occurred 
in the history of labour-management relations in Nigeria. Therefore, 
the appraisal of the ‘New’ Trade Union (Amendment) Act of 2005 
includes the examination of the events, transformations, legislative 
measures and array of policies and responses that elapsed as well as the 
antecedents that led to the enactment of the ‘New’ Trade Union 
(Amendment) Act.  
 
Some of the national policies and laws enacted by government to 
regulate the formation, administration and operation of trade unions in 
Nigeria before the Trade Union Act of 2005 include: the Trade Union 
Ordinance 1938, Trade Disputes (Arbitration and Inquiry) Act, 1941, 
The Wage Board Act 1958, Trade Union Act 1969, Trade Union Act 
1973, Labour Policy 1975, Trade Dispute Act 1976 including Decree 
No. 43 of 1978, 1990, Decrees No. 4, 24 and 29 of 1996, 2004 and the 
current Trade Union Act (Amendment) 2005. Most of these 
Acts/Decrees were either promulgated or enacted at various times by 
the military and civilian administrations in Nigeria without due 
consultations with labour representatives/unions. They were imposed 
by the government and organised labour was dissatisfied with the 
various interventions (Fashina, 2009).  
 

Government’s Arguments for the Enactment of the ‘New’ 
Trade Union (Amendment) Act of 2005.   
 
The government gave a number of reasons for the enactment of the 
‘New’ Trade Union (Amendment) Act of 2005, among which are that 
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the past labour laws were made by military despots and their regimes, 
and as such, are not in accordance with the democratic dispensation 
embarked upon since 1999. The labour laws have to be reformed in 
tune with nascent democracy in Nigeria. The main objective of the new 
labour reforms is to allow for democratisation and liberalisation of the 
unions and to permit freedom of association by allowing each worker 
to belong to any union instead of only one central organisation, the 
Nigeria Labour Congress.  
 
The Federal government saw the NLC as a clog in the wheel of 
progress, and so it decided to stop its monopoly and arrogance. The 
breaking of the NLC monopoly as the only central labour organisation 
might have been seen by the government regime as part of on-going 
democratisation, deregulation and liberalisation. It is suggested in some 
quarters that the government decided to curb the NLC because of its 
alleged militancy and confrontational approach to government’s 
policies. The government argued that the ‘New’ Trade Union 
(Amendment) Act of 2005 is in line with the provision of the 
constitution, which guarantees freedom of association as a 
fundamental human right. The government saw NLC as its employee; 
it could not, therefore, be watching its employees becoming an 
obstacle to its interest, so it decided to weaken the NLC through the 
Act (Federal Ministry of Labour and Productivity, 2008).  
 
The Act amended the Trade Union Acts of 1978 and 1996 to further 
bring about, among other things, the democratisation and liberation of 
labour movement and trade unionism in Nigeria, and through the 
expansion of opportunities such as the registration of Central Labour 
Organisation and the granting of freedom to employees to decide 
which unions they wish to join. The principal Act has fifty-four 
sections but only eight sections were affected by the 2005 
(Amendment) Act. Those affected are sections l2, 16a, 17, 24, 30, 33, 
34 and 42. It is, however, pertinent to mention that the Trade Unions 
(Amendment) Act of 2005 does not replace the principal Act which is 
known as the Trade Union Act. The areas of unionism affected include 
areas of voluntarism, payment of dues, collective bargaining, 
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representation, ban on strike or lock-out, registration of more central 
labour organisation and personal freedom (non-compelling Act).   
 

Reasons Advanced by the NLC for Government’s Enactment 
of the 2005 Trade Union (Amendment) Act 
 
The NLC argued that the government was not comfortable with it; 
hence the government saw it as a clog in the wheel of “progress” and 
so decided to put a stop to its monopoly. The NLC further argued that 
government was afraid of the alleged militancy and confrontational 
attitude of NLC leaders against some government policies and 
decisions. For example, The NLC was opposed to the constant 
increases in fuel prices, privatisation policy, sales of certain government 
houses and offices to some powerful individuals in the society. On the 
increase in fuel prices, the NLC went on strike and the federal 
government was not comfortable with the situation.  
 
The federal government and indeed some government functionaries 
must have been thinking that the NLC constituted itself to an 
opposition party for which the constitution does not provide for and 
as such it must be crushed. The prevailing scenario at the time the 
Amendment was proposed and presented to the National Assembly by 
the President coincided with the time the NLC was making a vehement 
and strong agitation against the increase in pump price of fuel. The 
NLC further argued that the purpose of the New Trade Union 
Amendment Act of 2005 was perhaps to enable the government to 
apply a divide-and-rule policy, to put one union or congress against the 
other and to create conflicting interests among workers in their 
organisations. 
 
Also, there was the view that the Amendment Act of 2005 was 
informed by politics rather than any empirical, scientific or democratic 
considerations as claimed by its proponents. The NLC also argued that 
the organisation (NLC) was the then president’s (Obasanjo’s) creation 
in 1978 when it was convenient for him as military dictator to 
manipulate one Central Labour Organisation to his advantage. In 2005, 
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it dumped the NLC to create one additional Central Labour 
Organisation to weaken the NLC.  
 

The International Perspectives 
 
The right of workers to associate with other persons and to form or 
join a trade union is part of the International Labour Organisation 
Convention 87 of 1948 on the Freedom of Association and Protection 
of the Right to Organise, which provides as follows:  
 
Workers and employers, without distinction whatsoever, shall have the right to 
establish and subject only to the rules of the organisation concerned, to join 
organisations of their  own choosing without previous authorisation.’ 
  
This right to establish independent trade unions was followed by 
Convention 98 of 1949 on the right to organise and for collective 
bargaining, which urges States to provide statutory protection for 
workers against acts of anti-union discrimination by employers 
including dismissal for trade union activities and yellow-dog contracts; 
that is to say employment contracts conditional upon non-membership 
of trade unions (ILO, 2010). 
  
The ILO Conventions depict the right of membership of a trade union 
of one’s choice as well as the right to bargain freely with employers 
with respect to conditions of work. The ILO Conventions, however, 
are envisaged only as a catalyst to States to enact legislation. The ILO 
powers of enforcement are weak, if not non-existent (ITUC, 2012). 
 
In Nigeria, the right of workers to form or join trade unions for the  
protection of their interests was first guaranteed under the Constitution 
of the Federal Republic of Nigeria 1960. This is now embodied in 
section 40 of the Constitution of the Federal Republic of Nigeria 1999. 
It is also one of the rights guaranteed under the African Charter on 
Human and Peoples’ Rights which is directly applicable in Nigeria by 
virtue of the African Charter on Human and Peoples’ Rights 
(Ratification and Enforcement) Act  1990.  
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Section 40 of the Constitution of the Federal Republic of Nigeria provides 
that:  
Every person shall be entitled to assemble freely and associate with other persons, 
and in particular, he may form or belong to any political party, trade union or any 
other association for the purpose of the protection of his interests.  
 
The ‘New’ Trade Unions (Amendment) Act of 2005 makes trade 
unionism voluntary in Nigeria. It attempts to break the monopoly of 
the Nigeria Labour Congress (Nwoko, 2009). The Nigeria Labour 
Congress and the Trade Union Congress are now the only parallel 
central labour organisations in Nigeria and they are to represent the 
workers at the tripartite bodies. The availability of wide options for 
workers to join NLC, TUC or other civil liberty organisations is now 
opened. It does not ban strikes and lock-outs completely but set 
requirements on how strikes and lock-outs can be legitimately carried 
out. Emphasis is laid on prompt and quick remittance of members’ 
check-off dues in their registered unions. It has now widened the 
negotiation table and scope of collective bargaining since it has allowed 
the newly registered Federation of Trade Unions as well as other 
Central Labour Organisations to co-exist with the Nigerian Labour 
Congress. Since it is no longer compulsory to join trade unions, 
workers are free to leave the unions, and once this happens, the 
financial position of the unions will be low (Okolie, 2010). There are 
possibilities of regular inter-union crises and inter-federation of unions’ 
feuds in the industrial relations practice in Nigeria (Fashoyin, 2007). 
The ‘New’ Trade Union (Amendment) Act of 2005 is a development 
in labour-management relations in Nigeria and adds a fresh dimension 
to industrial relations practice in the country.  
 
There seems to be some understanding between the NLC and the 
TUC at present, as they have jointly opposed the federal government’s 
withdrawal of the fifteen percent (15%) salary increase given earlier to 
the federal government workers (NLC, 2009). They also joined forces 
to protest in January 2012, the removal of subsidy on fuel. Section 6 of 
the Act bans strikes and lock-outs. Some employers might take 
advantage of this section to outlaw strikes and lock-outs in their 
organisations (Okene, 2007). Where this happens, the labour union 
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may not have the legal backing to call out workers on strike. These 
multiple unions might survive initially to provide jobs for leaders and 
officials of the unions temporarily, but they may collapse in the long 
run (Okolie, 2010). The government, instead of dealing with one 
central labour organisation, would have to deal with various central 
labour organisations, and the consequences might be too expensive 
and cumbersome for the government. The Federal Minister of Labour 
and Productivity would be dealing with multiple central labour 
organisations and this might be too much to handle.  
 

Protection of Workers' Rights in Time of Change 
 
The de-nationalisation or partial privatisation of the Nigerian oil sector 
started with the divestment of the State's equity in African Petroleum, 
as well as the abolition of subsidies on some of the NNPC's products 
and services (Etikerentse, 2004). Initially, the Bureau for Public 
Enterprises in charge of co-ordinating the sale of government 
enterprises failed to take adequate employment protection measures 
for the affected workers. For example, the government's guidelines did 
not reflect workers' concerns to establish collective agreements in the 
new entities (Aturu, 2010). In September 2002, hundreds of oil 
workers took part in a two-day strike, organised by NUPENG and 
PENGASSAN on the streets of the federal capital of the country to 
protest against the government plan. In the second quarter of 2003, 
NUPENG and PENGASSAN staged another strike. These strikes 
caused serious petrol shortages throughout the country (Agomo, 2012). 
 
As a result of this action, a number of efforts were made to protect 
workers' rights. These include arranging several tripartite meetings and 
seminars organised to ensure that the government and employers 
respected workers' rights; the PENGASSAN succeeded in unionising 
senior contract workers. Unlike the permanent and expatriate workers 
in the sector, contract workers usually have fixed-term contracts and 
do not join trade unions. PENGASSAN took advantage of the 
corporate structural changes to unionise these contract workers who 
were afraid of losing their jobs (PENGASSAN Bulletin, February-
March 2003). The unionised workers were assured that they would 
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have the opportunity to discuss their problems with the management 
in order to secure their rights; the company confirmed PENGASSAN 
and NUPENG as the sole collective bargaining agents, and guaranteed 
the succession of collective agreements in the new organisations; 
redundancy benefits were promptly paid to those who had been laid 
off as a result of the structural change; and the right to organise was 
guaranteed. Management organised seminars and other educational 
programmes to explain how workers' rights would be protected. 
 
To alleviate the impact of corporate structural changes on workers in 
the oil sector, the government of Nigeria took a number of measures. 
It established the tripartite Oil and Gas Sector Reform Committee to 
formulate strategies in the oil industry. The committee includes 
representatives from the Department of Petroleum Resources (DPR), 
the Presidential Adviser on Petroleum and Energy, NUPENG and 
PENGASSAN;  introduced a liberalised price policy to increase 
transparency and the frequent and automatic adjustment of commodity 
prices; promoted sound competition in which workers' representatives 
were included in price committees, specifically the Petroleum Products 
Pricing Regulatory Committee (which later became the Petroleum 
Products Pricing Regulatory Agency (PPPRA); implemented necessary 
policy reforms, including a vigorous attempt to attract more 
investment in the upstream sector and to promote the hiring of 
Nigerian workers in the oil industry (Kupolokun, 2004); developed 
manpower education programmes to modernise oil training institutions 
so as to increase the number of Nigerian skilled workers; and 
promoted job creation in small oil companies. 
 

Conclusion 
 
Now that the country yearns to be one of the 20 most developed 
economies in 2020, this is the turning point in her national life when 
she should assertively and un-compromisingly embrace global best 
practices in industrial relations, as that would ultimately catalyse mutual 
respect for corporate policy, ethics and value. 
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Trade unions in Nigeria were intended to address certain work issues, 
including employment security, work conditions, wages, and 
relationships with employers, justice, and equality, but hardly achieved 
this. Workers and representatives often have to deal with oppression 
and aggression from the government and the employers alike. The 
implication is that employment law tends to favour employers over 
employees. As a result, wages, work hours and other conditions of 
employment continue to remain an issue.  
 
The major problem with employment practices in Nigeria is that 
workers are regarded as “capital resources” rather than “human 
resources” and, as a result, employers place more emphasis on the 
capital implications rather than the human implications. This 
perspective stems from the general situation of the government and 
the economy. The country appears to be operating on a democratic 
regime where the ‘people’s voice’ is supposed to matter, but that is 
only in theory. In practice, employment equity is far from the case. 
Therefore, workers join unions because there appears to be no other 
solution left for them, other than to speak in a collective voice.  
 
A review of labour legislation by the Nigerian government is necessary 
and more protective provisions should be implemented for workers. 
With the recent global recession, trade union activities have reduced as 
workers seem to be more concerned about retaining their jobs than 
about the conditions in which they work. When the recession ends, 
however, the vicious circle for workers begins again unless provisions 
are implemented to provide for better conditions of employment 
within all sectors.  
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9 
RESEARCH METHODOLOGY 

 

 

Introduction 

 

This chapter discusses the methodology of the research. Here, the 
research philosophy, approach, strategy and methods are examined in-
depth. Attention is given to the research design and data collection 
methods. In giving credibility to the chapter, consideration is given to 
the issues of validity and reliability; ethical issues regarding the conduct 
of the research particularly within the context of the industry being 
investigated (oil industry), and country of study were also addressed. 

 

In contemplating research, Bryman (2001, 2004, 2012) hypothetically 
stated that location is the most essential characteristic of a house; thus, 
he held that citing examples are fundamental to successful teaching of 
research methodologies having learnt from other peoples’ research. 
Moreover, Jankowicz (2005) reinforced Bryman’s view when he said 
that it is necessary to review existing work in similar fields in order to 
appreciate the design, methods and techniques that are adopted in 
resolving or investigating similar issues. The researcher has benefitted 
from the aforementioned statements and so has read many researches 
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and learned from others’ experiences, which have helped in conducting 
this research. 

 

By methodology, we mean the general approach that guarantees a 
successful research process, which is usually centred around the 
following main issues (Collis and Hussey, 2009): the reason for the data 
collection should address what the data collected are all about; the 
source of the collected data; how the data are collected; and the 
approaches/techniques of analysing the data. Over the years, 
approaches to research designs in social and management sciences are 
varied, and according to Mcmillan (2012), research methodologies are 
categorised into four groups: descriptive, historical, experimental and 
development-action research. Creswell (2012) acknowledges that it is 
essential in social research for there to be a design or a structure before 
data collection or analysis could begin. He articulated two fundamental 
questions asked by social researchers: what is happening (descriptive 
research), and why is it happening (explanatory research)? 

 

The fundamental difference between the above two – descriptive and 
explanatory researches, is that the former includes observations which 
have already occurred; hence a researcher measures things the way they 
are; whereas, in explanatory research, the researcher arranges for 
actions to happen (Walker 2010). This research is descriptive since the 
researcher has attempted to investigate the dynamics of social relations 
of production of labour contracting among multinational corporations 
in the Nigerian oil sector. According to Babbie and Benaquisto (2009), 
social research nearly always has the role of developing or testing 
theory. Consequently, methods and methodology are bridges between 
social theory and the everyday social world. The term methodology is 
sometimes confused with methods. While the two concepts are 
interrelated, they are distinct. Research methods are the means by 
which concepts from one or more theoretical levels are represented 
through empirical investigation. Methodology has two aspects: it is (1) 
the translator bridge between theory and method; and (2) the (often-
critical) study of choices of method and the relationship between 
theories and methods. 
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Babbie (2008), writing on social aspects, presents the following 
definition for methodology in sociological research: the techniques and 
practice that are used in gathering, processing, manipulating, and 
interpreting information that can be used to test ideas and theories 
about social life which are often difficult to determine due to the 
unpredictable nature of humans. Gould & Kolb (1964), have also 
defined methodology as the systematic study of principles guiding 
scientific and philosophical investigation. In contrast, Miller and 
Brewer (2003) opined that methodology is a set of rules and 
procedures to guide research and against which its claims can be 
evaluated. It is therefore fundamental to the construction of all forms 
of knowledge. 

 

What could be understood from the previous definitions of 
methodology is that it is simply a systematic study which consists of 
certain rules and procedures that guide the investigation process and 
interpretation of the outcomes? Two other methodological approaches 
in the social sciences have been identified: qualitative and quantitative 
(Leedy and Ormrod, 2012). Quantitative research has been interpreted 
to be a research strategy that stresses the need for quantification and 
the use of figures in the collection and analysis of data. Whereas, by 
contrast, qualitative research is said to be a research strategy that 
connotes the use of words rather than quantification or figures in the 
collection and analysis of data (Bryman, 2011). In quantitative research, 
the researcher is expected to be an independent and objective observer 
who should neither participate in nor influence what is being studied. 
On the other hand, in qualitative research, it is expected that the 
researcher can learn and gain more through active participation and 
involvement in the exercise. It is this basic underlying assumption of 
both methodologies that guide the type of data collection methods to 
be employed in any form of research (Beins and McCarthy, 2011). 

 

Types of Research Methods 

Quantitative Research Method 

This methodology of research is based on a deductive approach. It is 
theorised on the premise that the world is observed through the eyes 
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of those being researched. It sees the world as external to the 
researcher and consists of observable phenomena. Blaikie (2000), 
Payne and Payne (2004) and Jackson (2008) held that it can be used to 
construct theories from observations on the environment to explain 
patterns or phenomena while the researcher makes testable predictions 
about how such pattern will later occur.  Also, this methodology 
attempts to evaluate (Lee and Lings, 2008), test and establish the 
validity of theoretical propositions formulated in previous studies 
(Lussier, 2011), while relying heavily on experimentation and measures, 
which are hypothetically tested (Hair and Anderson, 2010). In essence, 
it is an approach founded on the formulation and verification of 
hypotheses through a scientifically accepted procedure (Jacob et al, 
2012), which is pre-occupied with seeing society through the eyes of 
those being researched. Without a doubt, it incorporates the norms of 
the natural scientific model, especially that of the positivists, since it 
embodies the viewpoint of social reality as both an external and 
objective reality (Bryman and Bell, 2011). 

 

Cohen (2006) observes that the following are the number of 
implications deriving from this methodological stand: there is complete 
separation between the phenomenon being observed and the 
researcher; the research always pursues fundamental explanations 
based on a framework of universal laws, which is used to explain 
dominant regularities; phenomenon are better understood when they 
are broken down systematically to their simplest elements; validity of 
quantitative results is achieved through selection of a sufficient sample 
size; and constructs are operationalised in order to enhance 
observations and quantitative measurement. 

 

In spite of the above assumptions of a positivist paradigm, it is 
observed that scholars like (Babbie and Benaquisto 2009; Spangor 
2010; Love 2012) are cautious about the use of the positivist approach 
for the social sciences, such as Business and Management studies 
researches, where other philosophical issues need be considered. This 
is because they contend that social reality cannot be objectively 
determined, rather, it is socially constructed (Bryman, 2012). Since this 
study investigates the dynamics of social relations of the production of 
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labour contracting, it seeks to understand the social reality that exists 
between the three constructs (labour segmentation, organisation 
flexibility and labour contracting), thereby providing rich descriptions 
of the interactions among them. This supports Bryman and Bell 
(2012), who argued that the descriptive detail that characterise a 
qualitative research emphasise the importance of the contextual 
understanding of behaviour. This implies that the behaviour or values 
that exist in the interaction of labour markets with the concepts of 
flexibility and segmentation can be understood better in a qualitative 
research context than a quantitative research context.  

 

Likewise, since the social world is constructed of language and 
meaning, the reliance of quantitative research methodology on the use 
of hypothesis, which is drawn to test theoretical phenomenon at 
maturity stage, is not applicable in this research. Also, the quantitative 
research methodology cannot be deployed in this study because it 
seeks to explain and predict what happens in the social world by 
searching for regularities and causal relationships between its elements. 
Bell (2011) observes that there is need for a logical study of the 
discipline of Human Resource Management (HRM) through a social 
constructionist or phenomenological viewpoint, which directly 
contradicts the assumptions of positivism. Since the pure 
constructionist believes in a socially constructed and subjective world, 
the observer has to be considered as part of the phenomenon observed 
and not outside it. Therefore, the research approach for this study 
should be based on understanding the meanings of labour contracting, 
organisations’ flexibility, and labour segmentation within an existing 
labour market dynamics; and the relationship that exists between these 
constructs in totality, instead of reducing them to the simplest 
elements. 

 

Qualitative Research Method 

Creswell (2012) sees a qualitative study as a process of enquiry that 
reports detailed views of information with words and conducted in a 
natural setting to build a complex, holistic picture for understanding a 
social or human problem. Qualitative data can capture the richness of a 
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research topic (Miles and Huberman, 1994). Qualitative data are more 
flexible since they allow for data on new questions and issues to be 
collected, thus making it possible for unanticipated problems to be 
discovered (Gay et al, 2012). Also, qualitative data make deeper and 
comprehensive understanding of a research topic more easily 
accessible. However, Creswell (2009) asserted that qualitative data have 
two main disadvantages: they can only be collected in small samples, 
and they usually do not allow for quantitative statistical analysis.  

 

This type of research involves the study, use and collection of a variety 
of empirical materials to discover and understand people’s actions, 
records and words by looking for patterns that exist after close 
observation and serious analysis. This methodology sees social reality 
as subjective experience of people involved in communication (Babbie, 
2008) and it endeavours to accurately describe, decode and interpret 
the meanings of the phenomena occurring in their normal social 
context (Bryman, 2012). Caramer and Howitt (2010) observed that this 
methodology is adopted by researchers when there is need to generate 
information and give meaning to specific social conditions that came 
into existence and persist. It is dominated by the notion that meaning 
is socially constructed based on social reality, while it is controlled by 
culture and history.  

 

Research Design, Approaches and Strategies 

 

The conduct of any research should be governed by a well defined 
research methodology. Since there is no “perfect” research 
methodology and universally agreed methodology (Eldabi et al, 2002), 
scholars have defined the terms research approach (or strategy) and 
research method synonymously over the years, despite the considerable 
difference in the two terms. Lane and Sandor (2009:28) differentiate 
the two terms by describing a research approach (or strategy) as “a 
particular way of going about ones research, embodying a particular 
style and employing different research methods with which to collect 
data”. In contrast, Bryman and Bell (2012:36) defined a research 
method as “a technique for collecting data, which can involve a specific 
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instrument, such as a self completion questionnaire or a structured 
interview schedule, or participant observation, whereby the researcher 
listens to and watches others”.  

 

This supports the observation of Eldabi et al (2002), who stated that 
the foundation on which any robust methodology is built is the 
research strategy. A choice of a research design not only provides a 
framework for the collection and analysis of data, it also reflects the 
decision about the priority given to a range of dimensions of the 
research process in order to understand the behaviour and meaning of 
the behaviour of constructs in its specific social context and at the 
same time having a temporal appreciation of the social phenomena and 
their interconnections (Bryman and Bell, 2007). The decision to select 
a particular research strategy (Yin, 1994) is based on the following 
criteria: the degree of focus on contemporary events; identifying the 
type of research question(s) posed; and the extent of control the 
researcher has over (environments) behavioural events. 

 

Yin (2009) further argues that these factors are not to be considered in 
isolation since there are several conditions that determine the nature of 
any problem. As a result, a number of additional research conditions 
have influenced the choice of research strategy adopted in this study. 
These factors include: the fact that the relationship of the constructs 
under investigation may not have been previously identified, studied 
and recorded; the need for a research strategy with inductive 
characteristics; the need to study the phenomenon in its natural setting; 
the ability to observe the relationship that exist between the 
phenomenon over time; the need to capture reality and detail within an 
organisational setting; the extent of behavioural, cultural, organisational 
and environmental control; and resource constraints, such as time and 
financial budget. 

 

The table 9.1 below further explains the differences in assumptions 
among four evaluation methods as cited by Yin (1992). 
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Table 9.1 Differences in Assumptions among Four 
Evaluation Methods 

Types of Evaluation 

Case study              Ethnography         Grounded       Quasi-  theory    
experiment Design  

(1) Assumes a 
single objective 
reality that can be 
investigated by 
following the 
traditional rules of 
scientific enquiry. 

 

YES 

 

NO 

 

YES 

 

YES 

(2) Can be used 
for theory-
building. 

YES YES YES YES 

(3) Also favours 
theory-testing. 

YES NO NO YES 

(4) Considers 
context as 
essential part of 
phenomenon 
being evaluated. 

YES YES YES NO 

Data Collection and Analysis 

(5) Favoured data 
collection   
technique 

Multiple Participant 
Observation 

Multiple  Multiple  

(6) Type of data 
to be analysed 

Quantitative 
or qualitative 

Mostly 
qualitative 

Qualitative 
only 

Mostly 
quantitative 

Source: Table adapted from Yin (1992, p. 128)  

 

The above table illustrates the assumptions among four evaluative 
methods so as to have a good understanding about how the designs 
can best be utilised in order to acquire quality information. It is 
observed that a case study or quasi-experiment can be used for theory 
testing, while the four evaluative methods favour theory development.   
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Table 9.2 - The Criteria for Judging the Quality of a Research 
Design 

Tests Case Study Tactic Phase of research in 
which tactic occurs 

Construct 
validity 

 Use simple sources of 
evidence 

 Establish chain of evidence 

 Have key information, 
review draft, case study 
report 

Data collection 

Data collection 

Composition  

 

Internal 
validity 

 Do pattern matching 

 Do explanation building 

 Address rival explanations 

 Use logic models 

Data analysis 

Data analysis 

Data analysis 

Data analysis 

 

External 
validity 

 Use theory in single-case 
studies 

 Use replication logic in multiple-
case studies 

Research design 

Research design 

 

Reliability  Use case study protocol 

 Develop case study database 

Data collection 

Data collection 

Table Source: Adapted from Yin (2009), Case Study Tactics for Four Design 
Tests. 

 

The choice of making the right unit of analysis is dependent on the 
way the research question is formed (Yin, 2009), or objective (Jacob et 
al, 2012) and data collection. As stated earlier, there exists a 
relationship between the unit of analysis and the type of case study 
which this research is to investigate. As I have drawn attention in the 
previous chapter, this research will carry out a multiple case study 
approach (while investigating three different organisations) to support 
the choice of a single unit of analysis – labour contracting.  
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Based on table 9.2 above, Yin (2009) notes that the characteristics of a 
high quality case study comprise rigorous thinking, sufficient 
presentation of evidence to reach appropriate conclusions, and careful 
consideration of alternative explanations of evidence. However, to 
achieve such a level of quality it must have a research design that can 
be judged based on its credibility, trustworthiness, and data 
dependability (U.S. Government Accountability Office, 1990; Yin, 
2009). It is notable that other qualitative researchers suggest different 
quality standards, such as construct validity, internal validity, external 
validity, reliability (Miles and Huberman, 1994) and transferability 
(Guba and Lincoln, 2002). Above all, four tests are common to all 
social science methods (Yin, 2009). They include: 

 

(a) Construct Validity: this is the fit between the results of the research 
and the tested theory (Sekaran, 2003). It is further observed as the 
ability to establish the correct operational measures for the studied 
concept (Yin, 2009; Sekaran and Bougie, 2010). In order for the data to 
be unprejudiced, the researcher must use multiple sources 
(triangulation) of evidence in a manner that encourages convergent 
lines of inquiry, reviews the case study reports by key informants (peer 
review) and must be able to establish a chain of evidence. 
 

(b) External Validity: this is the ability to generalise the findings of a study 
within an established domain (Amaratunga and Baldry, 2001). 
Although many scholars believe that generalisations cannot be possible 
in qualitative research since phenomena are not time free or context 
free (Guba and Lincoln, 1982; Bryman, 2008). However, Yin (2009) 
argues that the use of replication logic (replicating the findings of a 
theory) allows generalisability, as it is the same logic that underlies the 
use of experiments. Therefore, the extent of generalisations in a case 
study is dependent on the level of transferability (or replication logic) 
and the quality of the description of the context (Patton and 
Applebaum, 2003). Also, they believe that the analogy to using samples 
is incorrect when dealing with case studies because they (as with 
experiments) rely on analytical generalisation, which is different from 
the statistical generalisation that survey research is best known for. 
Thus, external validity in case studies can be achieved by comparing 
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evidences within literature so as to draw conclusion while generalising 
with those within the frame of the research being conducted (Zikmund 
et al, 2012). 

 
(c) Internal Validity: argued as a main concern of explanatory case studies 

but not having a logic applicable to descriptive or exploratory studies 
(whether the studies are case studies, surveys, or experiments) (Yin, 
2009). Internal validity refers to the establishment of a causal 
relationship, in which patterns of similarities, differences, relevant 
mechanisms and what has produced the patterns between respondents 
exist (Amaratunga and Baldry, 2001). Therefore, the use of the 
analytical tactic of pattern matching (Yin, 2009) to expose a true 
picture of the phenomenon being studied gives a detailed 
documentation and description of real life situations, which enhance 
the internal validity of qualitative research (Pope et al, 2002). 
 

(d) Reliability: demonstrates that the operations and procedures of a 
research can be repeated by other researchers to achieve similar 
findings in as much as there is consistency in the methods and 
techniques applied (Riege, 2003). The goal is to minimise errors and 
biases in a previous similar research while extending clarity and 
coherence of the theoretical reasoning (Bonds and Raacke, 2012). 

 

Case Study Research Strategy 

 

Scholars such as Benbasat et al (1987), Eisenhardt (1989), Cohen and 
Manion (1994)  Stake (2005; 2006), Siggelkow (2007), Yin (1981; 1994; 
1997; 2003; 2004; 2005; 2006; 2009) have been describing the 
importance, design, use and purpose of a case study approach to 
research over the years. They observe that the use of case studies in 
research enhances an in-depth study of the unit of analysis 
(organisations, events, individuals) over time. Although Salkind (2011) 
argued that this research strategy is employed to establish validly 
reliable information and adds to the accumulation of knowledge about 
processes within a unit of analysis. It is advised that a case study should 
not be seen as a methodological choice but a choice of what is to be 
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studied (Stake, 2000). Other scholars, such as Lee and Lings (2008: 
200), define a case study as “a single social setting”. This is further 
supported by Yin, (2009:18) who defines a case study from a scope and 
technical point of view. She argues that a case study is “an empirical 
enquiry that investigates a contemporary phenomenon in depth and 
within its real-life context”.  

 

Although the boundaries between the phenomenon and context may 
not be clearly evident, the case study inquiry consists of other technical 
enquiries which cope with technically distinctive situations in which 
there will be more variables of interest than just data points (Yin, 
2009). It is implied that a case study enquiry relies on multiple sources 
of evidence, with the data needing to converge in a triangulating 
fashion, and as another result (Yin, 2009). Case studies technically 
benefit from the prior development of theoretical positions to guide 
data collection and analysis (Yin, 2009).  Based on the two–fold 
definition (scope and technical) of a case study (Yin, 2009), it is 
observed that a case study is not limited to data collection alone, but 
also covers the logic of design, and specific approaches to data analysis 
(Bryman, 2012).  

 

However, it should be noted that within the social sciences, both 
deductive theory testing and inductive theory building have been the 
major approaches used to develop theories (White, 2009). According 
to Easterby-Smith, et al (2008), the difference between these 
approaches is in terms of scientific paradigms, with the inductive 
approach representing the phenomenological (qualitative) paradigm 
and the deductive approach representing the positivist (quantitative) 
paradigm. This supports an earlier argument by Hammersley and 
Atkinson (1995) that there exists a definitive division between social 
and deterministic sciences because positivists have been relentlessly 
redefining the boundary of the domain of pure science according to its 
own tenets over the years, so as to establish a distinction between 
scientific and social phenomena. Such distinction includes:  
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(a) The use of deductive principles to explain how phenomena 
becomes generalised as universal laws; 

(b) The use of neutral observation to describe events that consist 
of and are caused by physical changes in the state of the world;  

(c) The use of statistics to manipulate variables in order to 
measure  and identify patterns of occurrence of natural 
phenomena as this represents the logic of and scientific 
research; and 

(d) The use of measurable scales and techniques based on 
standardised procedures in order to guarantee the gathering of 
valid and reliable information. 

 

Based on the established assertion of quantitative researchers to assert 
the difference between physical (causal relations and universal laws) 
and social (meanings and systems of belief) phenomena, the use of a 
case study as a research strategy for this thesis is due to its ability to 
ensure a holistic, in-depth investigation or details from the view point 
of participants by using multiple sources of data (Tellis, 1997; Yin 
2009). Like other qualitative studies, Yin (1994, 2009) and Neuman 
(2011) confirm that the ability to use case studies enhances the 
knowledge of work in its natural settings. It also has the capability of 
giving explanations to complex causal links in real life inventions, 
explaining the real life context in which the intervention has occurred 
and describing the said intervention itself, as well as the ability to 
explore the situations in which the intervention under evaluation has 
no clear set of outcomes. These qualities support the view of 
phenomenology or qualitative paradigm based on the non-
deterministic, high degree of flexibility and iterative readjustments of 
objectives that characterise human nature, but do not support 
quantitative research as the appropriate method to understand human 
action in the real world.  

 

Therefore, the following argument supports the choice of a case study 
research strategy as appropriate for this thesis: 
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(a) Based on the theoretical framework and the facts gathered from the 
review of literature to strengthen this study, it is only a qualitative 
research approach that can fully deduce, understand and explain the 
roles of actors and the interactions they establish between themselves 
within their environment. Such an understanding could not be acquired 
or built while applying a quantitative technique. 

(b) In order to understand the dynamics of social relations of the 
production of labour contracting, the adoption of a case study research 
strategy will not only provide a holistic and in-depth investigation 
about such a relationship, the organisations’ flexibility approaches and 
labour segmentation via labour contracting; but also capture reality and 
detail of socio-cultural factors within an organisational environment. 
However, these details will be absent if a quantitative approach is 
applied to this study. 

 

The quality of detailed information provided by a case study buttresses 
it as a research strategy which focuses on understanding the dynamics 
present within single setting (Stangor, 2010). It may involve either 
single or multiple cases, and numerous levels of analysis within a single 
study (Yin, 1984, 1993, 1994, 2009). Another positive aspect of the 
case study method as a research and evaluative tool (Berg–Schlosser, 
2012) is its ability to combine data collection methods such as archives, 
interviews, questionnaires and observations in qualitative (words) or 
quantitative (numbers) evidence, or both. Therefore, it is imperative 
that, in carrying out a research, a good understanding of the 
phenomenon and context of research should be adequately 
understood. With the acknowledgement of literature in chapter two 
that states that organisations tend to use flexibility as a control device 
and cost minimisation strategy, it is important to appreciate how such 
an approach has infused into contemporary human activities. The 
intention of this is to understand the implications of the use of labour 
contracting, believing that it will provide a holistic understanding of the 
organisation flexibility policy and labour contracting approach. 
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Types of Case Studies 

 

Various scholars have distinguished the different types of case studies 
that exist in academic literature (Easterby-Smith, et al 2008), based on 
the type of knowledge and information the researcher is seeking to 
gather (Gebru, 2011). Although Yin (2009) advised that a case study 
should not be confused with qualitative research, scholars such as 
Stoecker (1991), Stake (2005), Adams et al (2007) and Yin (2003, 2009) 
explained that a case study can be used to achieve the best results in 
qualitative, quantitative and multiple methods, such as focus groups, 
interviews, participant observations and surveys. Hartley (2004) 
highlights the qualities of a case study research as having a flexible 
ability to adapt to and probe areas of emergent theory. In order to 
ensure that an appropriate variant is selected, Cunningham (1997) 
differentiated the types of case study by extending the table offered by 
Yin (1989) as follows: 

 

Table 9.3 Different Types of Case Studies  

Types of case study 

                 Intensive cases                Comparative cases              Action 
research 

 

Purpose 

 

To develop theory 
from extensive 
exploration. 

 

To develop 
concepts based on 
case comparisons. 

 

 

To develop 
concepts which 
help facilitate the 
process of 
change. 

 

Assumption 

 

Creativity through 
comparison with 
existing theories. 

 

Comparison of 
cases leads to 
more useful 
theory. 

 

 

Theory emerges 
in the process of 
changing. 

 

 

Examples Dalton. Eisenhardt. Trist. 



Research Methodology 

 

128 
 

Source: Adapted from Cunningham, (1997, p. 403). 

 

From the above table, Cunningham (1997) argues that a range of 
options exist in which a researcher can choose in order to carry out a 
case study. He observed that specific practices within each general area 
are so unique despite case studies being differentiated into intensive 
case studies, comparative studies and action research case studies. He 
reiterates that the goal of an intensive case study is to provide a history, 
description, or interpretation of unique and typical experiences or 
events in detail. The event is seen as the basis for developing theory 
from an understanding of the context in which certain events occurred. 
This implies that the researcher develops an understanding of real 
settings while searching for a range of interpretations or explanations 
since the research setting of a case cannot be totally controlled. Data in 
this type of case study are gathered for analysis through narratives, 
tabulations, explanations and interpretations (Cunningham, 1997). It is, 
therefore, save to assert that this research is based on an intensive case 
study approach. 

 

A comparative case study, on the other hand, is seen as synonymous to 
an experiment which should be studied using scientific conventions 
(Jackson, 2008). Citing Eisenstadt, (1989, 1991), Cunningham (1997) 
observed that a number of cases are assumed to be capable of 
providing a better demonstration of a theory or set of concepts 
because they permit replication and extension between individual cases.   

 

Situation 

 

Usually evolves out 
of a researcher’s 
intensive experience 
with a culture or 
organisation. 

 

Usually, concepts 
are developed 
from one case 
compared with 
another case. 

 

Developing 
theory to assist 
practices and 
future social 
science. 

 

Types 

 

Narratives, 
Tabulation, 
Explanatory, 
Interpretative. 

 

Case comparisons, 
Case survey, 
Interpretative 
comparisons. 

 

Diagnostic A.R. 

Experimental 
A.R. 
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Also, they provide criteria that organisations can use as reasons for 
being successful, although they may not predict success. Thus, the 
approaches for carrying out a comparative analysis of cases includes a 
survey of cases, case comparisons, and creative interpretations. Finally, 
the action research approach is observed as a term used to describe a 
spectrum of cases that focus on research and learning by intervening 
and observing the process of change. It encourages relationships 
between researchers and clients to develop a long-term interest in 
understanding and resolving a problem or issue. Also, literature on 
action research indicates that, over the years, two main groups of 
people have contributed to this body of knowledge: those who have 
been concerned with experimentation and those focused on change 
through feedback and learning (Rubin and Babbie, 2010).  

 

Case Study Objective: Theory Testing  

 

There are several reasons that determine the use of a case study 
strategy by a researcher. For example, Mcmillan (2012) argues that a 
case study can be used to rely on theoretical propositions of a study, 
after which the evidence acquired based on theoretical propositions is 
analysed. The other technique is to develop a framework for organising 
a case study that will be based on a case description. The objective of a 
case descriptive study may be to identify some causal links for further 
analysis. Also, Gay et al (2012) observed that the objective of using a 
case study may be in its suitability as a research strategy to describe a 
phenomenon, build a theory, test theoretical concepts and 
relationships, or be used by all three. In this instance, this thesis takes a 
qualitative or inductive approach to case study design in which 
questions, insights, and propositions emerge from the data collection 
(Eisenhardt, 1989; Yin, 1993, 1994, and 2009).  

 

Certainly, having chosen a case study strategy, it will be used with the 
objective of testing those theoretical concepts proposed in earlier 
chapters. Therefore, an integral part of developing a suitable research 
design is the decision of the researcher to either study a single or a 
multiple set of cases (Flyvbjerg, 2006; Beins and McCarthy 2011; Leedy 
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& Ormrod, 2012) based on the unit of analysis. The justification of 
scholars behind the choice of a single case approach is that it enables 
researchers to investigate or carry out an in-depth study about a 
phenomenon in order to contribute to knowledge through the 
development of theories and concepts. Irani (1998) observed the 
possibility to develop a research design that uses a single case study but 
also integrates more than one unit of analysis. Nevertheless, Yin, 
(2009) restates that five rationales determine the appropriateness of a 
single case study as an appropriate design. This includes: 

(a) when it represents a critical case which is to determine whether 
a theory proposition is correct or not; 

(b)  an extreme or unique case (a rare but single case worth 
documenting and analysing e.g. a rare clinical case);  

(c) a representative or typical case (an informative research that 
has the objective of capturing the circumstances and conditions 
of an everyday or common place situation);  

(d) a longitudinal case (a single case at two or more different points 
in time); and finally,  

(e) a revelatory case (the opportunity to observe and analyse a 
phenomenon previously inaccessible to a social science 
inquiry).  

 

This research has chosen the oil industry in Nigeria as it single case, 
but within it is the investigation of three different organisations. The 
choice has met all of the above criteria, especially when the oil sector is 
recognised as the mainstay of the country’s economy, contributing 
over forty percent of her gross domestic product (CIA, 2011). 
However, whatever the rationale for using single-case studies, the 
potential vulnerability of this design is that a case may later change in 
context before the conclusion of the research. This, therefore, requires 
careful investigation to minimise the chance of misrepresentation and 
maximise access needed to collect the case study evidence. 
Furthermore, in situations where the single case study involves more 
than one unit of analysis (embedded case study design) or examines 
only the global nature of an organisation or programme (holistic 
design), the researcher, from the onset, needs to avoid unsuspected 
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slippage (unbeknown change from a single case study to an embedded 
case study design or vice versa) by defining the unit of analysis (or the 
case itself). It will be appropriate to give an operational definition and 
be cautious that the case, in fact, may be relevant to the issues and 
questions of interest (Yin, 2009).  

 

Advantages of Case Study  

 

The body of literature in case study research is seen as being primitive 
and limited to that of experimental and quasi experimental researches 
(Yin, 2009), while the choice of using it as an investigative method also 
depends in part on the size and nature of the organisation or project 
being investigated (Kitchenham and Pickard, 1995). The use of a case 
study is particularly important for industrial evaluation (Churchill, 
2010) as they avoid the influence or manipulations of variables by 
researchers (as in the case of scientific experiments in the laboratories). 
Case studies are seen to be easier to plan and can show the researcher 
the effects of technology in any typical situation beside experiments. 
However, it is hard to interpret and difficult to generalise results in 
every possible situation. In essence, the quintessential characteristic of 
case studies is that they strive towards the holistic understanding of 
cultural systems of action (Feagin, et al 1991).  

 

This feature supports the underlying principle of this research, which 
propagates the understanding of environmental factors by the subject 
(corporate organisation). Since case studies are multi-perspective 
analyses (measure and record behaviour); (Yin, 2009) it further 
buttresses the aim of this study and qualitative research in considering 
not just the voice and perspective of the actors (in this case the 
organisations, the contracted labour, the trade unions and the 
government), but also the relevant group of actors and the interaction 
between them (permanent workers and contracted workers) (Tellis, 
1997). Other advantages that could be ascribed to this approach for 
this research are discussed below: 

(a) Having a better and clearer understanding of organisations’ 
flexibility approaches and the perspectives of contracted labour. 
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(b) Observe and interact with organisational stakeholders in charge 
of the oil MNCs so as to have a firsthand understanding of their 
justification for the use of contracted labour. 

(c) Understanding the nature of relationship that exists between all 
the actors and the implications of same. 

(d)  Making visible the interrelationships that exist between the 
contracted labour, the trade unions and the management of 
MNCs. 

(e) The investigator may have access to a situation that is previously 
inaccessible to scientific investigation during the course of the 
study 

 

Criticisms of Case Study Methods 

 

The major criticisms advanced against case studies research can be 
summarised into five misunderstandings, as argued by Flyvbjerg 
(2006): 

 

(1) There exists a difficulty to summarise and develop general 
propositions and theories on the basis of specific case studies.  

(2) One cannot generalise based on an individual case, which in 
essence invalidates the result to contribute to scientific 
development.  

(3) A case study contains a bias towards verification, which is seen 
as the tendency to confirm the researchers preconceived 
notions.  

(4) Generally, theoretical (context-independent) knowledge is more 
valuable than concrete, practical (context-dependent) 
knowledge.  

(5) The belief that the case study is most useful for generating 
hypotheses; whereas other methods are more suitable for 
hypotheses testing and theory building. 
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These listed criticisms indicate the notion of critics to believe that the 
use of case studies lacks the scientific justification, theoretical 
underpinning, reliability and validity of research.  

 

Case Study Protocol: Planning the Field Study 

 

Often thought to be an informal research, a case study strategy requires 
a distinctively formal approach, where a protocol may be developed 
(Friedman, 1987; Irani, 1998; Remenyi et al, 2005; Saunders et al, 
2009). A research protocol plays the role of an operationalised action 
plan for an empirical enquiry (Yin, 1994). This implies that a case study 
protocol is a formal document that sets out the proposed rules and 
procedures to be followed by an investigator or researcher when field 
work is carried out. It can also be seen as a data collection tool where 
data are elicited from case study companies (Irani, 1998). As a tactic 
that is used for increasing the reliability and focus of data gathering 
(Remenyi, et al. 2005), Yin (2009) observed that in carrying out a 
multiple case study enquiry, there exist five levels of questions which 
are associated with a multiple enquiry with a single case. The author 
suggests the following outline as part of a case study protocol: (i) case 
study overview; (ii) field work research procedures; (iii) questions 
addressed by the research; and (iv) a research output format.   

(a) Introduction to the Case Study and the Purpose of Protocol: 
this gives background information about the substantive issues, 
context and perspective being investigated in the study. This 
includes: 

i. To establish how the organisational flexibility uses 
labour contracting as a managerial tool. 

ii. To identify the inherent tension and organisational 
constructs that greets the use of labour contracting. 

iii. To identify the use of flexibility and a segmented labour 
market in managing the human resources of the 
organisations. 

iv. To identify organisational stakeholders and understand 
what impression the use of labour contracting has on 
all parties. 
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v. To identify if the use of labour contracting is producing 
the desired results or whether something could be done 
better. 
 

(b) Field Research Procedures: As discussed in earlier sections, the 
nature of a case study is to investigate real life situations. Data are 
gathered with the use of tools which will be able to capture the desired 
information within the real world from respondents. This includes the 
use of the following evidences: documentation, archival records, 
interviews, and questionnaires, which emphasise the importance of a 
suitably designed fieldwork procedure. The following are key fieldwork 
procedures acknowledged for this empirical research: 

i. Define who should be interviewed. Unfortunately, not all 
the actors could be interviewed due to the existing policies 
and practices in place. However, the researcher was able to 
gain access to the contracted labour, the contractors and the 
trade union officials. The organisations–user firm (the oil 
MNCs) claimed to be operating a non-disclosure policy 
which made it difficult to gain access. In fact, evidence 
suggests that some of the documents provided by the 
organisations were sanitised.   
 

ii. Identify suitable data gathering research methods and 
establish lines of enquiry. For this research, the use of a 
personal interview format to steer and gather rich empirical 
data was adopted in conjunction with the distribution of 
questionnaires. An interview process (which was recorded 
and transcribed) was then analysed using a qualitative 
research software (NVivo) with a critical hermeneutic 
(Habermas, 1980; Karl-Otto, 1984) method of inquiry, 
which assists in overcoming the challenges of pre-
understanding and distortion by setting up analytical 
procedures (i.e. psychoanalysis, Neo-Marxian analysis) 
(Arnold and Fischer, 1994). Further supporting evidence, 
such as archival documents, internal memos, communiqués, 
minutes from meetings, contract of employment, agreement 
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between contractors and user firms, and consultancy 
reports, were all analysed.  
 

iii. Develop an interview schedule: Interview dates were agreed 
with interviewees well in advance before the researcher’s 
departure to Nigeria. However, a data collection schedule 
that accounts for contingencies was developed, the difficulty 
in operationalising it notwithstanding (Irani, 1998). 

 

iv. Identify and discuss additional field work procedure. This is 
to ensure that confidentiality issues are addressed. This 
implies that issues regarding anonymity or publishing of 
names (individuals or organisation) were all addressed. 

 
(c) Case Study Questions: this is a set of substantive questions that 

reflect the actual line of enquiry. These are questions posed to the 
researcher but not the interviewee to serve as reminders or prompts 
regarding the information that needs to be collected and why (Yin, 
2009). Each question is accompanied by a list of likely sources of 
evidence, such as names of individual interviewees, positions, 
documents or observations. It should not be considered as an 
instrument because its purpose is to keep the investigator on track 
as data collection proceeds. The table below elicits the questioning 
levels in a single case enquiry. 

 
(d) Outline of case study report. This is a plan that serves as a guide or 

outline that facilitates the collection of relevant data in the 
appropriate format to reduce the possibility that a return to the case 
study site will be reduced. This involves an outline, format for the 
data, use and presentation of other documentation, and 
bibliographical information (Yin, 2009). 

 

However, it is expected that the researcher should not imply rigid 
adherence to a predesigned protocol as case study plans can change as 
a result of the initial data collection. Such flexibility and readiness to 
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adapt to changing circumstances in the field was of great help to this 
research. 

 

Data Collection Phase 

 

The earlier sections have discussed the theory of knowledge guiding 
the design of this thesis, and the specific techniques will be used to 
gather evidence. Having a good understanding of how to use the case 
study research to explore more than one method enables the 
researcher to gain an in-depth understanding of the phenomenon being 
studied. Although no one method is completely neutral and without 
limitations, the use of multiple data collection methods reduces the 
vulnerability to errors linked to using only a single method for research 
(Bryman and Bell, 2011). Therefore, the peculiar nature of this research 
(investigating behavioural patterns of unpredictable humans and 
organisations within a volatile economy) warrants the use of a range of 
data collection methods such as interviews, questionnaires and 
documentation (Folkerd and Spinelli, 2009), and thus, detailed 
information on their strength, characteristics and weaknesses 
associated with the two main sources of data collection are discussed in 
details. 

 

Interview 

As an essential source of case study information, interviews are guided 
conversations used to pursue a consistent line of enquiry, in a fluid 
rather than rigid manner (Yin, 2009; Creswell 2009). Its use in a case 
study allows the researcher to satisfy the needs of a pursued line of 
enquiry while putting forth friendly, non-threatening open-ended 
interview questions. Baloom (2010) see interviews as a data 
enhancement tool that is routinely used in a case study research which 
makes use of direct verbal interactions between individuals. Based on 
the view that knowledge can be generated by individuals through 
conversation, Patton, (2002) and Quinlan (2011) observe that an 
interview method is an explanatory tool that is used to identify possible 
variables and relationships; it illustrates and gives a better clarity to 
illustrate meanings to research findings. Likewise, it is used to validate 
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unexpected results revealed by other methods of data collection, 
thereby enhancing the researcher’s ability to explore motivations and 
explanations for behaviours that cannot be directly observed.  

 

Saunders et al (2009) and Rohlfing (2012) argue that the structure of an 
interview varies according to the context and purpose desired by the 
researcher for the interview. This includes structured, semi-structured 
and unstructured or in-depth interviews. A structured interview occurs 
when the interviewer asks his respondents the same pre-determined, 
sequential questions. It is seen to reduce the interviewer’s bias as it 
ensures consistency in multiple research projects, multiple sites and 
different times of data collection (Blatter and Harerland, 2012). 
However, its weakness, as cited by Buchanan and Bryman (2009), is 
that questions raised prior to the writing of interview questions cannot 
be pursued. The nature of the question being open-ended allows the 
variation in responses reduced through the supply of insights to 
question by respondents. 

 

An in-depth or unstructured interview offers maximum flexibility for 
researchers to pursue the appropriate information desired. However, 
since the discussion is far from being focused (Yin, 2009; Ross and 
Mathews, 2010), the researcher seeks to inductively understand the 
complex behaviour without imposing a pre-empted categorisation that 
may limit the field of enquiry (Fontana and Frey, 2003). Many a time 
these are based on the relaxed nature of the respondents; they 
characteristically become “informants” for the researcher by suggesting 
persons and other sources of interview (Yin, 2009). This can lead to 
interpersonal influence of the informant over the researcher, but the 
use of other sources of data gathering can either corroborate or negate 
such actions (Crowther and Lancaster 2009). A semi-structured 
interview is based on a predetermined set of questions, like that of a 
structured interview. It has basic lines of inquiry with each interviewee, 
but there is freedom to pursue new or unusual insights. The objective 
of using this type of interview technique is to bring preliminary issues 
to the fore so that the researcher can determine the variables that need 
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to be further studied (Saunders, et al. 2007; Fontana and Fray, 2003; 
Moses and Knutsen, 2012) 

Based on the earlier discussion (in the case study protocol section), it is 
observed that the choice of using an interview method to gather 
relevant information from identified actors was performed. Therefore, 
it is expected that the use of an interpretive interview in analysing the 
policies and practices of the oil MNCs as it affects a group of 
individuals, contracted labour, unearths the interviewee opinions 
(Sarantacos, 2005; Blatter and Hareland, 2012) and interpretation of 
findings from the field.  

 

Bearing in mind that the overall aim of this research is to investigate 
the dynamics of social relations of production of labour contracting 
and the implications on actors, the use of a qualitative method is 
observed to be appropriate based on earlier reviews, since it gives 
interviewees the chance to express opinions on their perception of the 
firms’ policies (Kuhn, 2006). The response based on the uninhibited 
and unrestrictive opportunities given to the interviewees provides the 
researcher with information on the issue under investigation (Potrac et 
al., 2002; Kuhn, 2006; Hewitt–Taylor, 2011). Thus, the use of 
qualitative method will give clearer insight on the practices prevalent in 
the organisations and the perception of the contracted workers and 
their trade unions.  

 

Crano and Brewer (2002), Miller and Brewer (2003) and Crowther and 
Lancaster (2009) summarised the advantages of interview techniques to 
be: detailed and provide new insights; it allows face-to-face contact 
with respondents, which have proven to be effective; it makes possible 
the opportunity to explore the topic in-depth; it affords the interviewer 
the chance of experiencing effective, as well as cognitive aspects of 
responses; and, it makes it possible for the interviewer to explain and 
clarify questions, thereby increasing the likelihood of useful responses. 
They did, however, argue that the disadvantages include time 
consumption and expense; the interviewer requires some level of skills 
to be effective; the tendency for the interviewee to distort information 
or facts through recall error, or selective perceptions, or desire to 
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please interviewer is high; as flexibility is encouraged, it could result in 
inconsistencies across interviews; and where the volume of information 
is too large, it may be difficult to describe and interpret data. 

 

Hallebone and Priest (2008), states that each of the data collection 
method has merits and demerits. There is no definite evidence that one 
method is better than the other. A researcher’s choice of method will 
depend on his/her calculation of things like cost, convenience and the 
nature of the questions being asked. Therefore the researcher has 
chosen to use a semi-structured interview to get in-depth information 
to support the questionnaire findings. 

 

Questionnaire 

 

Questionnaires have proven to be a cost effective means of gathering 
data from a potentially large number of respondents (Walliman and 
Walliman, 2010). More often than not, they are the most potent way to 
reach a vast number people when reviewing a large amount of 
statistical analysis results.  

 

According to Bryman (2008), self-administered questionnaires are of 
different types. The postal questionnaire is perhaps the most popular 
one, and even the advent of the internet and technology has made little 
difference to its usage. As May (2001) states, as its name suggests, the 
respondents are meant to fill them out and return them, often via post, 
to the sender, who is the researcher in this case (Bell & Wray, 2009). 

 

Olayan (2001), Alqahtani (2004) and Zikmund (2012) all agreed that 
the advantages of questionnaires include the fact that they: are cost 
effective and easy to administer; are easy to analyse through computer 
software packages; are more convenient for the respondents; give 
room for reflection and more thoughtful answers; are simple and quick 
for the respondent to complete; allow the respondents to provide 
answers more willingly to a range of questions, having the protection 
of anonymity on different topics of interest; it eliminates the tendency 
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of  interviewer’s bias; serve as easy access to respondents who are 
hard-to-reach yet important for the research; preserve confidentiality; 
and can be completed at the respondent’s convenience. They identified 
the disadvantages to include the fact that: the return rate is usually very 
low and poor; they lack quality control as the interviewer is not 
present; they are more challenging when open-ended and complex 
questions are involved; they are characterised with many errors in the 
course of completion; have a lengthy completion time, and questions 
may be incorrectly completed. 

 

Despite these disadvantages, the questionnaire is still one of the most 
acceptable methods of conducting research and it is more convenient 
for the targeted sample of most research. Regarding the design of 
questionnaire, there are a range of questions which can be included. 
Some popular types of questions include open-ended, multiple-choice, 
and Likert-scale. The following steps are requisite when designing and 
administering a questionnaire: the need to define the objective(s) of the 
survey; the need to determine the group to be sampled; how best to 
write the questionnaire; the possible best approach to administer the 
questionnaire among many options; and how best to interpret the 
results. 

 

This particular research questionnaire did not include open-ended 
questions in order to save time and encourage more participants. 
However, by defining the objective of the study and settling on a 
research sample, the questionnaire was written, administered and 
interpreted by the researcher. 

 

On the technical design of the questionnaire, that is, irrespective of the 
questions format, there are many points necessary for consideration 
when writing and interpreting questionnaires (Statpac, 2005): 

 

a. Clarity: this is where a big problem could arise as questions must 
be unambiguous, brief and precise. The aim is to reduce the 
possibility of misinterpretation that is capable of making 
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different respondents deduce different meanings to the same 
question. 

 
b. Leading Question: a leading question is where one implies a 

certain type of answer and covertly influences the respondent. 
This mistake can easily be made, not in the questions, but in the 
choice of answers. Careful attention must be paid to this, as 
closed format questions require the supply of answers that cover 
the whole range of responses and equally distributed throughout 
the range. 

 

c. Phrasing: the mastery of the use of semantics is vital when 
designing questionnaires; this is more so as most nouns, verbs 
and adjectives in the English language have either a positive or 
negative connotation/meaning.  

 

d. Embarrassing questions: confrontational or embarrassing 
questions that tend to be personalised or that deal with a 
respondent’s private matters ought to be avoided, otherwise, the 
respondent could become uncomfortable and may lose trust in 
the researcher. 

 

e. Hypothetical questions: these should also be avoided as they are 
best based on conjecture or worse still on fantasy. Usually, they 
fail to produce consistent and clear data that can be said to 
represent real opinion. 

 
f. Prestige bias: this is when the respondent tends to be economical 

of the truth while greasing their own ego. 

 

The researcher had painstakingly followed the technical design of the 
questionnaire mentioned above. By piloting the questionnaire, it has 
helped the researcher to avoid foreseeable errors of misunderstanding 
of the questions so as to present a clear questionnaire. 
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Technique for Data Collection 

 

According to Saunders et al (2009), the use of interviews are most 
advantageous when the study includes both exploration and 
explanation. In the context of this research, questionnaire and semi-
structured interview techniques were used to collect information. As 
observed by Bryman and Bell (2007), qualitative interviewing puts 
more interest in the interviewee’s point of view and permits the 
researcher to ask more complex, open-ended, and follow-up questions, 
which is not possible in some other forms of data collection. It will 
also take account of the atmosphere of the setting investigated which 
includes verbal and non-verbal communications, such as attitude and 
behaviour of the interviewee (Maylor and Blackmon 2005; Collis and 
Hussey, 2009, Klen, 2012). The creation of a case study database will 
be utilised in order to organise and document data collected by the 
researcher in order to enhance the reliability of the studies. This was 
done in the form of creating separate case study notes, case study 
documents and narratives.  

 

Population and Sampling 

     

Cottrell and Mckenzie (2011) explains that population refers to the 
total target group, who would, in the ideal situation, be the subject of 
the research. The target population of this study, therefore, is all of the 
selected workers of the three MNCs – Shell, Mobil, and Chevron – 
cutting across contractors of the user firms, contracted staff and the 
two trade unions. 

 

According to May (2001), surveys are used to describe or explain 
essential features or opinions of population through the use of 
representative samples, usually taken randomly. He stressed that an 
unduly large and poor sample that fails to serve as a true reflection of 
the required population characteristic will tend to be less accurate than 
a small one that is reflective. David and Sutton (2004), while 
buttressing the above position, argued that where the group to be 
studied is relatively small, it should be possible to carry out the survey 
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for the entire group; otherwise, a selection of the group to be surveyed 
must be representative of the entire group. Moreover, they held that 
the different sampling techniques available can be divided into two 
classifications: 

 

a. Probability samples which connotes the possibility of the 
population having the same chance to be selected. There are 
four types of probability samples: simple random, systematic, 
stratified sampling and cluster/multi-cluster sampling. 

 

b. Non-profitability samples are appropriate if it is difficult to 
classify all possible cases in the population. There are three 
types of non-probability samples: quota, purposive and 
snowball sampling. 

 

The sample in this study was selected on purposive bases. According 
to Sekaran and Bougie (2010), Bryman (2011) and Zikmund et al 
(2012), purposive samples are appropriate when the selection of 
samples is purely at the instance of the researcher using his or her own 
judgement. Such selection may be made on the basis that they are 
easiest to access, or demand to be the most important. Moreover, 
Babbie (2010) argues that purposive sampling requires us to think 
carefully about the parameters of the population being studied and 
choose our sample case after critical thoughts.  

 

In this study, there were three samples. The first was selected among 
the contracted employees; the second category was the contractors and 
the third was the trade union officials in the oil industry. The research 
was conducted in Nigeria with the visits to the headquarters and 
regional offices of the three organisations investigated.  As oil 
production does not take place everywhere in Nigeria but within the oil 
producing regions, site visitation were made to different places as it 
relate to the organisations in question. Thus, I was in the Lagos office 
of Mobil, Chevron and Shell in Victoria Island where most 
administrative contract staffs were given questionnaires and others 
subsequently interviewed. The interviews for those working in the 
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‘Meet and Greet’ units of all the organisations were conducted at the 
local and international airports in Lagos and Abuja as that was the 
most convenient locations for the participants. Again, visits were made 
to Escravos, Warri and Port Harcourt where oil production and 
exploration takes place and some contract staff involved in 
engineering, logistics, drilling, derrick men, mud men, crane operators 
and other technical activities were met for the purpose of the research. 

 

In the course of the research, three separate field trips were made. The 
first was when I was fourteen months into the PhD programme when 
an exploratory study that lasted about two months had to be 
conducted. About ten months later, I embarked on the full scale 
interview that covered duration of over four months due to the 
challenges of gaining access and having to travel from one location to 
another. The results invariably were used to corroborate the initial 
findings and validate the authenticity of claims. After eight months, 
more evidences were called for and a third trip had to be made. In all, 
368 questionnaires of the 550 distributed were received from the 
respondents, representing 66.9%. The respondents were mainly 
contract workers and union representatives. No questionnaire was 
given to the contractors as theirs were mainly interviews. 

 

As previously mentioned in chapter four, the unions have their offices 
in different locations and I was able to interview 18 union officials 
both from NUPENG and PENGASSAN, 87 contract staff, and 37 
contractors across all the three organisations investigated. The total 
number of those interviewed therefore came to 142 participants with 
varying degree of responses as evidently presented in chapter six. I 
must state that it was very challenging getting the contract staff to talk 
initially as most of them were afraid that they might be quoted and 
subsequently victimised. I, however, reiterated my assurance of 
confidentiality and that their identities will not be disclosed. On the 
other hand, the union officials were eager to air their views as they 
claimed every opportunity to echo their messages on the ‘despicable 
treatment’ their members received must be exposed. The interviews 
with the contract staff lasted about forty to forty-five minutes each but 
that of the union leaders lasted over an hour in each case. With the 
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contractors, some gave good audience and spent an hour and half 
while some were economical in their disclosure, and as such, there 
were instances where only forty five minutes were spent. The 
interviews were all recorded on a tape while I craved the indulgence of 
the participants to also make some jottings. The recordings were then 
transcribed, followed by the use of NVivo software. 

 

Validity and Reliability of the Instruments 

 

When data are assembled, it is required of the researcher to make sure 
that they have validity and reliability, as these are the two most 
important ways of assessing social science measures. Bell (2010) argues 
that validity is more important when he explained that when a measure 
has a high validity, its reliability can be assured. If, however, a low 
validity is observed, then it is misnamed and thus, can be misleading, 
irrespective of the acclaimed reliability.  

 

Validity can be categorised into two types: internal and external. 
Internal validity connotes the extent to which the subject being studied 
reflects the exact concept being investigated by a researcher; whereas, 
external validity is the degree to which generalisation can be made of 
the subject under study. Alomar (2004) asserted that the types of 
internal validity include: face validity, content validity, construct 
validity, predictive validity and concurrent validity.  

 

Reliability indicates the level of consistency that can be measured under 
the same circumstance by different researchers or by the same 
researcher on different occasions (Turrel et al, 2011). In other words, 
reliability is the degree to which an instrument measured is used under 
the same situation with the same topic, in the same way, each time. 
According to Bryman (2012), one of the most widely used tests to 
measure the reliability of a research’s questionnaire is Crobach’s alpha 
test. Bryman et al (2009) and Mehta (2011) argue that the figure 0.80 is 
regarded as a highly acceptable level of reliability, although many 
writers accept a slightly lower figure; for instance De Vaus (2002). He 
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states that for a scale to be reliable it should have as high alpha 
coefficient as possible, at least 0.7.  

 

In order to determine the reliability and validity of this research, an 
exploratory study was conducted prior to the main field research. The 
result was used to validate the potential findings with the final result of 
the data collected. The exploratory study also offered the platform to 
fine-tune the survey and the data collection processes in order to 
generate richer data. In the exploratory study, questionnaires were 
distributed to a small sample size of 50 participants who provided 
feedback about the questionnaire. The fifty participants were all from 
the three chosen organisations for this research. The feedback given 
was generally positive. The timing of the questionnaire was acceptable. 
It was not tiresome and they were able to finish it in ample time. The 
negative comments centred on the questions asked. The first draft of 
the survey was not as lengthy as the questionnaire in the appendix. The 
participants felt that the dichotomy between the permanent employees 
and contract staff is a big issue in all the organisations and need urgent 
attention, thus, the revised questionnaire took cognisance of this. 

 

The data collections process was reliable in the sense that anonymity 
was provided, thereby giving participants more confidence in 
answering as honestly as possible and this was further supported by the 
exploratory study that was conducted previously. In spite of all efforts 
in ensuring a valid result, the outcome is not entirely free from threats. 
Since this is a research that has so much to do with human behaviour; 
the researcher can only go by the responses obtained. In addition, the 
researcher conducted the research in a developing country where 
information is often sanitised and reliability of participants’ 
information may be questioned. These notwithstanding, the reliability 
and validity of the results of this work are substantiated on the grounds 
of the exploratory study, the triangulated method of data collection 
that include the use of questionnaire, interview, and other secondary 
documentary sources. 
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Analysis of Data Techniques 

 

According to Beins and McCarthy (2012), upon the collection of data 
through questionnaires, interviews, observations, or through any other 
secondary sources, they will have to be to be edited. Any blank 
response will have to be given attention, all data to be coded, and a 
categorisation scheme will need to be set up. The data will then have to 
be keyed in, and some software programmes will need to analyse them. 
In other words, data need to be prepared for analysis.  

 

Bryman (2011) and Bell (2011) argue that the NVivo is perhaps the 
most widely used and potent computer software for the analysis of 
quanlitative data for management scientists. With the use of this 
powerful software, all the questionnaires’ data for this research study 
were defined and clearly entered by the researcher. The findings from 
the questionnaires were then presented after careful analyses. Given 
the nature of the data and the research questions, a descriptive 
statistical method was used. This consists of the techniques of 
frequency and percentage. Graphs were used to provide frequencies of 
the participants’ responses and the percentages.  

 

As mentioned above, data were analytically manipulated based on the 
classifications of Miles and Huberman (1994) and Yin (2009):  

 

(a) Putting information into different arrays 

(b) Making a matrix of categories and placing the evidence within 
such categories 

(c) Creating data displays – flow charts and other graphics – for 
examining the data 

(d) Tabulating the frequency of different scenarios 

(e) Examining the different complexities of such graphs 

(f) Putting information in chronological order or using some other 
temporal scheme. 
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Ethical Issues in the Research 

 

Ethics refers to the appropriateness of ones behaviour in relation to 
the rights of those who become the subject of ones work or are 
affected by it. Saunders et al (2009) defines ethics in terms of a code of 
behaviour appropriate to academics and the conduct of research. The 
appropriateness or acceptability of our behaviour as researchers will be 
affected by broader social norms of behaviour (Bamber et al, 2010). 
Thus, the ethical issues to be considered in this research will include 
the following: privacy of possible and actual participants; consent and 
possible deception of participants; behaviour and objectivity of the 
researcher; and the reactions of participants of the way in which the 
researcher use, analyse and report the data. 

 

According to Saunders et al (2007), ethical concern will appear while 
researcher makes a plan to start a research; look into collecting data; 
and analysing through organisations or individuals. In the framework 
of research, ethics refer to the consideration of researcher’s behaviour 
on behalf of the subject the research is based. The research was 
undertaken in a manner which ensures that participants are able to be 
confident that their privacy and confidentially will be properly 
protected. This research ensures the protection of participants’ rights.  

 

Ethical issues are involved in this research through data collection 
using questionnaires, where the researcher needs to pay more attention 
to privacy as all questionnaires were completed anonymously.  The 
same ethical consideration was given during the interview sessions by 
adhering to all the rules that governs the conduct of such interviews in 
a research of this nature. To consider ethical issues, personal 
information such as name and address were not included in the 
questionnaire and all data were kept in safe place until the completion 
of this work. The responses were kept confidential and for the purpose 
of this research only.  
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Research Setting: Country and Industry 

 

Some academic scholars (Mcmillan 2012; Leedy and Ormrod 2012) 
have emphasised the importance of selecting a research setting on the 
success of a research project; since it sets a boundary for 
generalisability which is observed to constitute a range of theory (Klein 
2012). Therefore, having an appropriate research setting as opined by 
Doktor et al (1991) and Saunders et al (2009) facilitates the approach 
of the researcher to deal with the requirements of the research such as 
taking notes of social phenomena, examining exposed theories and 
confidently drawing conclusions about empirical tests. Having a look at 
the literature review chapter, it can be seen that past studies about 
labour contracting, organisation flexibility and labour market 
segmentation have been completed in western countries (Banfield and 
Kay 2008; Boselie et al 2009; Dessler 2012), while it is less investigated 
in other regions such as Asia or Africa.  

 

Scholars like Storey (2007), Farnham (2010), and Lewis et al (2011) 
argue that the implementation of human resource policies depend on 
specific social, cultural, economic, and legal and political context, 
which may differ significantly between countries. Therefore, one can 
argue that results from researches developed in these countries are not 
directly transferable to developing countries. Furthermore, Bamber et 
al (2010) argued that differences in country context may lead to 
different policies and practices among HR practitioners. This has 
limited the generalisability of the theories developed (Alder and 
Gundersen 2008; Pilbeam and Corbridge 2010; Love 2012). As a result, 
this thesis intends to bridge this gap by choosing Nigeria, one of the 
biggest and fast developing economies (Zafar, 2007) in Africa, with 
rich traditions and customs, which are both indigenous and modern 
(Sanusi, 2012) as a setting to carry out this research due to the reasons 
below. 

 

Firstly, Nigeria is culturally similar to her West African neighbours but 
clearly different from western countries (Hofstede, 1980, 1984; McGill, 
1995; Hill, 2012), where most HR practices studies are carried out. The 
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difference between the developed nations like UK, US and many other 
European nations and Nigeria is categorised by Hofstede (1980) under 
uncertainty avoidance and individualism aspects. This implies that 
Nigeria as a developing nation has a high tolerance level for ambiguity, 
less emotional resistance to change and a very low score for 
individualism (group decisions are considered better than individual 
decisions or employees have strong emotional dependence on their 
organisation) (Falola, 2001). This is the opposite of developed 
countries, where many of these researches have been carried out and 
where the MNCs being investigated hail from.   

 

Secondly, the country is an emerging market where investment leads to 
lower, rather than higher portfolio risk for the global investor as a 
result of the homogeneous character and the country’s strong market 
forces. This does not only disagree with the general belief but is also 
different from the response of economies of western countries 
(Bamber et al 2010). Thirdly, research on HR practices among MNCs 
possesses great managerial and policy implications for corporate 
organisations in Nigeria, as well as the various levels of government in 
the country, as it will serve as a strategic tool to enhance their 
understanding and challenges in the labour market. Finally, this 
research will serve as a basis for future research on similar international 
human resource studies, especially within the context of labour market.  

 

Organisations in a single industry are chosen as the setting for this 
research. This is due to the quality of a single-industry design that 
enables a researcher to have a better understanding over industry 
effects (Rao, 1994, Yin 2009) and environmental inconsistencies 
(Saunders et al 2009). It is also desirable to observe (1) how labour 
contracts are agreed, (2) the role of the trade unions, (3) what previous 
researches have discussed and the available models. However, (4) there 
is yet to be a study that tries to understand the dynamics of social 
relations of these contracted employees. Given these needs, the oil 
industry is chosen as the industry of study.  
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Conclusions 

 

This chapter provided an insight into the research methods that were 
used in analysing the fieldwork and to describe the procedures that 
were followed in data collection. It presents a description of the study 
samples and the statistical techniques to be adopted to analyse the data.  

 

In an attempt to collect the required data for this study, the 
triangulation technique was used, which means combining more than 
two methods, as this research has used interviews, questionnaires and 
other secondary sources of evidence in order to achieve the set 
research objectives. The process of collecting data through a survey in 
Nigeria is considered to be difficult, but for the contacts of the 
researcher that created access and facilitated the process.  

 

The most popular software, NVivo, was used to analyse the raw data 
which were decoded by the researcher. Descriptive analysis of the 
findings from the questionnaires was presented and a discussion of 
interview analysis through the interpretation method follows in the 
next chapter. 
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10 
PRESENTATION AND ANALYSIS 

 

Introduction 

 

The preceding chapter discussed the methodology of this research. 
This chapter will focus on the presentation of findings, analyses and 
interpretation, and discussion of the data gathered from the primary 
sources, while at the same time corroborating or debunking the same 
with the available secondary sources of evidences. Bearing in mind that 
the thesis essentially focuses on the dynamics of social relations of the 
production of the labour policies and practices of multinational firms 
in the Nigerian oil and gas sector; attempts are made, in particular, to 
critically examine the nature of labour contracting, how and why it is 
used, and the implications of MNCs using such policies and practices 
when managing Nigerian workers amongst selected multinationals 
operating in the Nigerian petroleum sector.  

 

The chapter attempts to shed light on labour contracting arrangements, 
emerging employment relationships and tensions between workplace 
actors. Again, discussion in this chapter covers the nature, experiences, 
perceptions and implications encouraged and imposed on Nigerian 
workers when flexible practices such as labour contracting are used by 

CHAPTER 
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MNCs management in Nigeria. Lastly, it discussed the findings while 
exploring the claim of contract workers relative to that of permanent 
workers in the oil industry against the backdrop of representation and 
rights of workers.  

 

The Dynamics of Labour Contracting and Flexibility Concept 
in Social Relations of Contract Workers in the Nigerian Oil 
and Gas Sector  

 

The concept of flexibility is used by firms to react either in the short or 
long term to certainty and uncertainty.  Employers increasingly use 
flexibility as a control device and strategy for sustaining managerial 
prerogative, control of workers and their working conditions, 
remuneration and employment. Atkinson’s (1984) thesis of the flexible 
firm is similar to the segmented labour-market theory, which suggested 
that the flexible firm is an in-firm divided workforce: a primary 
workforce whose workers are stable and skilled, having access to 
secure employment and prospects for career progression; while, on the 
other hand, the workers within the secondary segment have less career 
mobility and job security as they are in and out of contracts, due to 
limited contractual employment, such as short-term contracts or part-
time contracts.  Such workers are often poorly paid, and supposedly 
meant to be semi- or non-skilled workers, but are usually skilled 
(Okafor, 2007). The choice of who is recruited into this core is 
influenced by a number of factors – skills, job experience, education; 
and what Pollert (1987) calls ‘the managerial strategic choice factor’.  
There is growing evidence to suggest that the divisions and distribution 
of workers into the prime choice areas of the internal labour market 
using the flexible arrangement is sometimes done on an ad-hoc and 
discriminatory manner. Pollert insists that what matters to employers is 
the relatively easy disposability of the workers, which makes the 
workers more vulnerable. The situation is worse in developing 
economies, particularly in Nigeria, where the unemployment rate is at 
an alarming stage of double digits – 23% (CIA, 2012).  Disposability 
refers to the ability of the employer to alter or sack workers in a 
business at a particular time (numerical flexibility) or the ability to 
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remove and throw away occupational and skill boundaries, which are 
long used and protected by the workers, as suits the employer. 

In controlling the labour and production processes, especially the use 
of labour inputs, Shell, Mobil, and Chevron managers fragment 
workers in the internal labour market into primary and secondary 
labour markets, or what is referred to in these firms as the “core and 
servicing” sectors. By core, they mean the full-time, permanent staff of 
the firms. This division is reflected in the terms of the contract, 
conditions of the service and the opportunities available to those 
working in the same work environment who are exposed to the same 
kinds of risk. To achieve these divisions, multinational employers 
utilise a number of strategies. These strategies include the intensive use 
of part-time, fixed-term and short-term employment contracts. These 
temporary jobs are obtained through the extensive and intentional use 
of contracting out, outsourcing or what Nigerians call ‘casualisation’. 
Casualisation depicts a job subject to austere employment conditions. 
It is generically used here to refer to both casual and contract workers 
since they have more or less the same conditions of service, except that 
casual workers, are paid on a daily or weekly basis, while contract 
workers are paid monthly and on a fixed-rate basis. Casualisation has 
been perpetuated by the intensive recruitment of labour contractors.  

 

According to Okougbo (2004: 67), casual labour means “work 
occupations in which the demand for employment is highly variable, 
such as port work, farm work, farm migratory work and other jobs of 
an unskilled intermittent nature”. He further states that “contract 
labour is a form of involuntary servitude for a period of time”, and is 
the type of employment that existed in the United States of America 
until the end of the 19th century, which had draconian laws to enforce 
its existence before its eventual abolition (Okougbo, 2004). In fact, 
casual workers are supposed to work occasionally and intermittently 
with any company, are usually unskilled, and always move with the 
seasonal fluctuations of the labour market. 

 

The available data on casualisation in the Nigerian oil and gas industry 
is quite informative (See the table below). 
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Table 10.1: Casual/ Contract workers in the Nigerian Petroleum 
Sector 

 

Company No. of 

Workers 

on 

Permanent 

Job 

No. of 

Casual/ 

Contract 

Workers 

% of 

Workers 

on 

Causal/ 

Contract 

Total 

African 
Petroleum Plc  

300  376  55.6  676 

Chevron  450  3000  87.0  3450 

Comex Nig. Ltd  52  150  74.3  202 

Consolidation Oil  300  600  66.7  900 

Devtag Drilling 
Co. Ltd  

96  300  75.8  396 

Elf Oil  42  132  75.9  174 

Elf Petroleum  199  550  73.4  749 

Lighthouse 
Petroleum  

58  105  64.4  163 

Mobil Oil  NIL  492  100.0  492 

Mobil Producing  492  2200  81.7  2692 

National Oil  51  178 77.7  229 

Nidogas  15  150  90.9 165 

Nigerian Agip 
Oil Co.  

211  1500 87.7  1711 

NNPC 9000  3000  25.0  12000 

Remm Oil 
Service  

120  350  74.5  470 
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Schlumberger 
Group  

250  1000   80.0 1250 

Shell Petroleum 
Development  

520  8000  93.9  8520 

Smithnigeria  25  80  76.2  105 

Tidex Nig. Ltd  65  120  64.9  185 

Total Nigeria Ltd  136  534  79.7  670 

Trans Pecan 
Sedco Forex  

50  150  75.0   200 

Source: Okafor, 2007 

 

A study of foreign multinational companies in the Nigerian oil and gas 
sector in 2001 highlighted the fact that the oil sector is built on a 
secondary workforce. For instance, Mobil had 492 workers who were 
employed on open-ended contracts, while it had 2,200 casual workers 
in 2001 (Eppeh, 2001). The same situation is replicated in Chevron 
where 450 workers were employed in the core of the firm, with 3000 as 
contract workers; also, the Schlumberger Group has 250 workers in 
the core of the workforce and 1,000 workers in the periphery (Eppeh, 
2001). Shell had 93.9% of her employees on a contract with 8,000 
people on such ‘precarious employment’ and only 520 had a full-time 
job. The Nigerian National Petroleum Corporation (NNPC), which is 
run by the federal government with the tax payers’ money, is the only 
company that hires more workers in full-time employment than 
contract workers. The above table represents the atypical employment 
pattern that is prevalent in the oil industry according to the MNC. 

 

It can, therefore, be asserted, as affirmed by many other scholars, that 
the prevalence of secondary jobs in a firm’s internal labour market is 
prima facie an indicator that the firm can be described as a secondary 
labour market (Sawyer 1989; Barron et al 1991; Willis, 2009). This is 
the case for the companies investigated in this research as they have a 
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hugely disproportionate number of secondary jobs as opposed to 
primary jobs in their internal labour market. Available evidence shows 
that this is more pronounced in Shell as she (Shell) employs a larger 
percentage of those working in the Nigerian oil sector (Mordi, 2007).  

 

In a nutshell, in a developing economy like Nigeria where the structural 
basis of most businesses is weak coupled with harsh operating 
environment characterised by competitiveness and hostility, 
globalisation has accentuated job losses through down-sizing, 
outsourcing, rationalisation, labour contracting and casualisation. 
Employers in the oil and gas sub-sector in Nigeria have exploited 
poverty and the saturated market condition which promotes 
unemployment in order to entrench labour contracting with its 
obnoxious conditions for the workers. 

 

Analysis of Empirical Findings  

 

This section analyses the questionnaires and interviews conducted 
since the primary objective of this research is to evaluate the 
implications of the dynamics of social relations of production of labour 
contracting among the MNCs operating in the Nigerian oil and gas 
sector. The main issues are discussed below: 

 

Types, Nature and Scope of Labour Contracting 

 

There are two broad types of contractors in the Nigerian oil sector (as 
might be found in many economies): a) those with a contract of service 
and b) those with a contract for service. When a contractor is directly 
recruited under the contract of service, it is usually done by the MNCs 
communicating directly in writing and stipulating that the multinational 
firm agrees to employ the labour contractor as an employee; while the 
other person agrees to serve the employer as an employee. Note as well 
that these contractors are often recruited directly by the MNCs.  
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According to Shell (Nigeria) in 2008, ‘Shell run companies in the country 
awarded contracts worth more than $900 million to Nigerian companies. This 
represented more than 90% of the overall number of contracts. It also amounts to 
36% of their total value. The Shell Petroleum Development Company (SPDC) 
and the Shell Nigeria Exploration and Production Company (SNEPCO) employs 
around 6,000 direct staff and contractors. More than 90% of them are Nigerians’ 
(shell.com.ng). 

 

A contract of service can be in the form of a letter of 
appointment/employment. The employer cannot change the terms and 
conditions of employment unless the employee agrees to it. In other 
words, the labour contractor employed under the contract of service 
enjoys the same privileges as a permanent, full-time worker. In fact, 
any terms and conditions of employment in a contract of service that 
are less favourable than the relevant provision under the Employment 
Act (2004) are illegal, null and void. The provision in the Act will take 
precedence over a particular contractual term that is less favourable. 
Under a contract of service, the MNC employer must provide relevant 
statutory benefits such as annual leave, sick leave, etc. for its engaged 
employees. 

 

A contract for service differs from a contract of service. A contract for 
service is an agreement whereby the labour contractor has been 
engaged as an independent contractor, such as a self-employed person 
or a vendor engaged for a fee to carry out an assignment or a project 
for the company. Under such a work arrangement, there is no 
employer-employee relationship, and the contractor is not covered by 
the Employment Act. However, the Local Content Bill (2010) recently 
passed into law by the National Assembly in Nigeria emphasised the 
need for Nigerian contractors to be awarded more contracts; imposing 
severe penalties on failure to comply. It is important to note that, 
sometimes in the oil and gas sector in Nigeria, it is difficult to 
distinguish a contract of service from a contract for service. Some of 
the factors to be considered in identifying a contract of service are as 
follows: who has control over recruitment, dismissal and what 
employees are paid? Who determines the production process, timing 
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and method of production? Who is responsible for the provision of 
work, or who owns the factors of production or who provides the 
tools, equipment, the work place and materials? Does the person carry 
on business on his own account or carry on the business for the 
employer? Who bears the profit and or loss? 

 

Labour and service contracts are terms used by the management of 
MNCs to describe contract labour. Management sometimes refers to it 
as “Body shop” or “Direct hire”, while others refer to contract labour as 
service providers. Once employed, the contract staffs in some 
companies are made to sign the Yellow Dog contract. The yellow dog 
contract is a compulsive undertaking not to join the union whilst in 
employment. These nomenclatures are being used to describe contract 
labour to inject internal contradictions (Adenugba, 2004; Okougbo, 
2010). 

 

Labour Market Entry Point for the Contractors and the 
Contracted 

 

The quality of an organisation’s human resources is said to depend on 
the quality of its recruits (Gomez-Mejia et al, 2012). Since recruitment 
is the process of attracting and finding supposedly capable hands for a 
job, the process will begin when new recruits are sought. The 
complexity of international recruitment by MNCs compounds an 
already difficult recruitment environment. Thus, as more firms become 
international, attracting foreign managers to work for domestic firms 
and finding domestic workers to join foreign organisations increases 
the complications (Harzing and Pinnington, 2011).  

 

It is against the backdrop of tightening labour markets that both 
domestic and international recruitment takes place. Even when 
unemployment numbers are on the increase during a recession, 
qualified personnel can be difficult to find and retain (Bamber et al, 
2011). To understand the recruitment process, one must examine the 
constraints, challenges, and channels of recruitment that result in 
prospective employees completing an application for employment. The 
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use of private placement agencies is prevalent in most developed 
countries, and this is often helpful to employers, particularly foreign 
organisations. They accept an employer’s requests for recruits and 
then, solicit job seekers, usually through advertising, walk-ins or head-
hunting (Singh and Kumar, 2011). To match job seekers with their 
intended organisations, the private agencies use different screening 
methods. While some pre-screen the applicants, others leave the tasks 
to the human resources department (Aguinis et al, 2010).  

 

Understandably, recruitment in foreign countries presents special 
challenges, such as understanding the culture, ethnic diversity, and legal 
framework, among others. In most advanced industrialised nations, 
recruiters use similar approaches which are largely different from what 
is obtainable in the developing countries (Rasmussen and walker, 
2009). Recruitment help from consultants or other professionals is 
essential, especially for senior positions. These positions may require 
social acceptance, school ties, and other appropriate hallmarks of 
success, which may be considered more important than past 
experience or more traditional criteria used in the home country.  

 

Therefore, in developing countries, foreign organisations often find 
that there is the need to develop and consolidate the organisation 
network of contracts to cut across all facets of the host country. Of 
particular importance are cultural conflicts. This is where historical 
animosity may exist between different factions, tribes or ethnic groups 
within the country, because of different native tribes, elements of a 
formal caste system, or enmity by virtue of long standing tradition 
(Singh and Kumar, 2011). 

 

Labour contractors are a significant group in the labour market of 
MNCs operating in the Nigeria oil and gas sector, which is evident 
from table 6.1, above. This is because Shell, Mobil, and Chevron 
managers have increasingly outsourced a variety of their organisational 
task activities to labour contractors.  A contractor with Mobil pointed 
out that:  
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‘It amount to fallacy for anyone to conclude that the MNCs find it easy using 
contract workers to carry out their tasks. The process of engaging a contractor with 
any of these firms is not so straight forward, and usually expensive. The user firms 
are required by law to advertise for contractors and screen them before the contracts 
could be awarded. This is by no means cheap. And when you look at what is 
contracted out, they range from the very technical aspects of production to the 
mundane tasks of driving and catering services’.  

The need for the above is not far-fetched, as recruitment is an 
extremely significant issue in human resource management, as no 
organisation is willing to spend so much time and money only to end 
up hiring the wrong people without the desired skill set. It is, however, 
common knowledge that most organisations tend to use informal 
and/or generic methods when selecting their international staff, 
thereby ignoring the possible tension that might ensue between local 
embeddedness and the drive toward global integration. International 
management experts have asserted that ‘managers who are unwilling or 
incapable of generating global learning practices significantly reduce 
the effectiveness of an organisation’ (Berrell et al., 2002: 92). Thus, if 
poor selection occurs, it will lead to inefficiency and ineffectiveness of 
workers, affect organisation’s image, reduce profits and defeat the 
business purpose (Edward and Rees, 2006; Cascio and Boudreau, 
2010). 

 

However, from the interviews conducted, participating contractors 
pointed out that not all jobs are advertised, and a number of contracts 
have been awarded to local communities or individuals in local 
communities with the prevalence of nepotism, ethnic connection and 
favouritism, without necessarily going through the formal processes. 
Contractors with the three firms studied pointed out that the process 
of bidding to fill vacancies in the MNCs is a highly subjective 
competition. A contractor with Chevron pointed out that:  

 

‘Biddings can be won or lost before the management even places such jobs in the 
market for a bidding exercise, a lot depends on how highly influential your contact 
is. If the manager or contact person is influential, you will get the job. The bidding 



The Dynamics of Labour Contracting and Employment Relations 

 

 
163 

 

exercise is nothing but an attempt to fulfil all righteousness as it is often a mere 
formality. This is because the managers have already agreed on who to select’.  

 

It might be safe to assume that one of the challenges with international 
recruitment and selection programmes is that they are often aimed at 
traditional, standardised and generic hiring methods, although with 
some cosmetic colourations. Harzing and Rugsseveldt (2010) pointed 
out that, at each managerial level, managers may have similar 
responsibilities, but with different activities in size and scope. This is 
true when considering recruitment at international levels by MNCs 
who must appreciate the local challenges and the need for native 
knowledge.   

 

The use of positive discrimination or the arbitrary way in which certain 
contracts have been shared has irked some individuals and created a lot 
of heated problems among communities competing for a share of 
labour contract jobs within the Niger Delta oil region in Nigeria 
(Mordi and Mmieh, 2009).  To underscore the significance of the 
ethnic groups, particularly within the oil producing regions in Nigeria 
where the activities of militants are more pronounced, came the voice 
of a group called the ‘Itsekiri Patriots’. The group unequivocally came 
out lamenting the discriminatory manner in which contracts were 
awarded to non-locals while at the same time favouring one 
community over the other. The community is one in which Chevron 
primary operates, and their views were well articulated in a conference 
held in January 1999. They argued that:  

 

‘The Itsekiris are hardly represented in the workforce of oil companies much less of 
the management levels, especially in Chevron Nigeria Limited, which has the bulk 
of its production in Itsekiri land … Even in Ugborodo and Ogidigben, its 
operational base has no electricity, water and motorable roads. Indigenes still depend 
on rainfall and shallow wells as sources of drinking water. In terms of employment 
opportunity, the Itsekiris are the least to be considered and the first to be sacked, 
usually for no just cause’.  
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Beside the allegations of neglect and systematic exclusion of local 
communities in Itsekiri, Chevron was accused of a ‘divide and rule’ 
policy aimed at playing community groups against one another. In 
some cases, attempts were made to manipulate the selection of 
contractors as preferred candidates (Momoh, 2010). Another 
contractor with Shell stated during the interview that:  

 

‘for you to be assured of a contract renewal, you must play by the rules and satisfy 
the third parties (the MNCs), as they are under incessant pressure from the 
community leaders who believe it is their birth right to be a contractor with the 
companies, and plant their natives in the organisations, irrespective of competence. 
This leaves the third parties nowhere as they rely more on the community leaders in 
solving their problems during crises/hostilities from the locals of the community. In 
fact, you will be surprised that some of the MNCs have more than 500 contractors 
with some contractors supplying only two staff’. 

 

Many scholars have argued as to the control and benefits managers 
derive within the labour process by using less formal recruiting 
channels. For instance, Collinson et al. (1990: 146) argued that: 
‘employers’ control of both labour market and labour process can be 
enhanced by the incorporation of the workforce into the process of 
organisational discipline. On one hand, the management’s willingness 
to allow employees to participate in the recruitment process by 
influencing the supply of candidates is usually treated as a reward for 
the latter’s loyalty to the organisation (Director, 2012). This practice is 
therefore understood as a benevolent, paternalistic policy, which 
constitutes ‘a perk’, particularly for long-standing workers whose 
relatives are thereby able to enter the company. On the other hand, by 
guaranteeing the future work performance of recruits, employees 
invest their organisational status and reputation in the 
recommendations they make. Other benefits include the fact that these 
informal channels tend to build up employee dependencies, thus, 
further reducing the likelihood of worker resistance (Bamber, 2010). 
These selection channels also reduce the cost of administration and 
limit some risks involved in decision-making by providing greater 
information about candidates. 
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This study revealed that there are three ways through which contract 
employees gain entrance into the firms - these include: a) direct 
recruitment, b) a labour contractor who has a contract to bring in 
employees and, c) those that join on a contract for service basis. The 
last two categories are more relevant to this research. Workers who 
occupy the valued core spots of Shell, Mobil and Chevron are normally 
called “tenured staff”, are employed on a full-time/permanent basis, 
and as such, are usually in through the direct recruitment means. 
Remuneration for this category of workers includes a basic salary, 
standard allowances and other enviable welfare packages (Oke and 
Idiagbon-Oke, 2007). Candidates applying for tenured employment are 
made to enter into a contract for service with Shell, Mobil and 
Chevron Nigeria, specifying the terms and conditions of service and 
the effective date on which the company has engaged the worker. Hill 
(2010) noted that organisations use different approaches in different 
countries in which they invest, which largely depends on the 
company’s extent of global integration against local /national 
embeddedness. 

 

The Nigerian oil workers have many ways of describing the contract 
labour system, as mentioned in the previous section. "Body Shop" is 
one of the more printable ones. However, by any other name, it would 
smell just as bad to their unions - the Petroleum and Natural Gas 
Senior Staff Association of Nigeria (PENGASSAN) and the National 
Union of Petroleum and Natural Gas Workers (NUPENG). They are 
campaigning all-out against what they see as exploitation. When oil and 
gas production began in Nigeria, ‘the companies were integrated in 
terms of structure, staffing and operations’, recalls NUPENG General 
Secretary. Unfortunately, ‘over the last twenty-five years, an ugly situation 
started emerging with the contracting out of certain jobs, perceived by these companies 
not to be directly linked with the core production line’. This "cankerworm" has, 
he says, "eaten deeply into the industrial relations practice in the oil and 
gas industry." A contract staff with Shell Information Technology 
department informed that: 
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‘The oil companies are making so much money from Nigeria and only embark on 
capital flight rather than use part of the money in creating sustainable employment 
opportunities in this country. Some of the practices you find with the companies will 
not happen in any other part of the world but they (the MNCs) are capitalising on 
the comatose nature of the Nigerian economy. But for the alarming unemployment 
rate plus a very weak legal structure, the situation could have been different I 
suppose’. 

 

This argument was debunked by most of the contractors who see no 
need to hire employees on a permanent basis when his/her services 
would be short-lived. A contractor with Mobil summarised the views 
of other contractors as follows: 

‘I think labour contracting has come to stay and it is not peculiar to Nigeria or the 
oil sector. Please, tell me why a company should hire someone on full 
time/permanent basis when they already know the end date of the project at hand. 
After the completion of the project, what should the person be doing? People must 
realise that an employee is hired, irrespective of the nature of contract, for what he 
can do and to serve the need of an organisation. All of these arguments from the 
contract staff or their unions are nonsense; after all, they are lucky, as millions of 
others are roaming the streets in search of a job’. 

 

There is no doubt that legal issues are an important element when 
contemplating the recruitment exercise, be it at local or international 
levels. The hiring of an employee, especially taking into cognisance the 
provision of social security, pension and other essential benefits, such 
as a salary package and compensation for a number of incentives, must 
be compatible with the legal provision of the country (Taylor, 2010). 

 

The category of workers described above is generally classified as 
casualised workers. This was used to represent or categorise temporary 
workers who are on contract of short- and fixed-terms, and non-
permanent, non-pensionable and exempted from certain company 
benefits such as company welfare benefits like transport, housing, and 
medical. However, a contractor with Shell argues that: 
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 ‘There is nothing wrong with casualisation, and Nigerians should be happy given 
the high unemployment rate as the MNCs in Nigeria are some of the few firms 
creating job opportunities for a lot of indigenous workers’.      

 

The internal labour market in Shell, Mobil and the Chevron Nigerian 
subsidiaries can be divided into the core and periphery (servicing 
sector) segments. The core segment is similar to the character of 
Atkinson’s flexible firm model.   

 

 

Figure 10.1- The Atkinson’s Model 

 

 
Source: Atkinson, 1984 
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This is made up of workers with relatively stable employment, who are 
usually well remunerated with ‘mouth-watering’ benefits that keep 
them secured against the highly-fluctuating economic conditions in the 
country. Such contracts also provide enormous opportunities for 
career progression within the various departments of the organisations. 
Those in the core are often recruited through formal firm-specific 
recruitment procedures. At present, Shell, Mobil and Chevron have 
policies of directly employing a limited number of graduates and 
experienced professionals on permanent basis. The scale and 
dimension with which the companies’ management have engaged the 
use of contract workers have made the core of Shell, Mobil and 
Chevron Nigeria’s internal labour market a highly valued spot for 
Nigerian graduates and professionals to occupy (Mordi, 2008).  

 

As stated by one of the employees of Mobil in the security unit: 

 

‘I am a university graduate with second class upper division in Engineering but here 
I am as a security man in Mobil. What choice have I, having searched for job in my 
field without luck? So, when this came my way, even though it is a contract job, I 
quickly grabbed it. More so, the pay is relatively better than what my colleagues in 
the public sector are paid’. 

 

As the shift towards a two-tier workforce becomes more entrenched 
with pronounced job insecurity, the MNCs have inadvertently 
increased resentment among individuals and surrounding communities. 
This purposive employer segmentation or flexible strategy incentivised 
by economic motives provides a scope for internal work conflicts, 
which often spills over to the surrounding communities (Kupolokun, 
2007). The dissatisfaction of contract workers with the new forms of 
work organisation has led to increased community tension (Okafor, 
2007). The work environment in traditional Nigerian communities was 
characterised by security of employment, devoid of the fear of 
redundancy, dismissal or early retirement (Otite, 2001; Fajana, 2010). 
This practice was prevalent in civil service jobs, where employment 
contracts are often on a permanent basis. In urban and rural Nigeria, 
the preference of work-for-life is obvious, as social security is a 
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virtually non-existent resource. For many in Nigeria, getting a 
“permanent job” is the only way they can augment the poor allocation 
or distribution of social amenities. 

 

The acrimony that often follows recruitment and selection processes 
often extends far beyond the frontiers of the Shell, Mobil and Chevron 
shop floors and spills into the wider socio-political arena. These spots 
are fought for via the instrumentality of ethnic associations, family 
networks, political party affiliations and independent power brokers 
who have managed to assert their dominance through the ruling 
political class or ‘gatekeepers’ in the industry (Okougbo, 2010).  

 

Remuneration of Contract Staff 

Compensation, reward, remuneration and payment are the four most 
commonly used terminologies when describing what an employee 
deserves after his/her services to an organisation. All of these can 
include monetary or non-monetary value. Wages and salaries are 
decreasing as many organisations move towards the harmonisation of 
terms and conditions for different groups of workers (Kew and 
Stredwick, 2010). Contemporary pay systems (outside the 
entertainment and professional sports fields) are characterised with 
cost containment, pay, and benefit levels commensurate with what a 
company can afford, and by programmes that encourage and reward 
performance (Aguinis et al, 2010). 

 

Generally speaking, pay systems are designed to attract, retain, and 
motivate employees; to achieve internal, external, and individual equity; 
and to maintain a balance in relationships between direct and indirect 
forms of compensation and the pay rates of supervisory and non-
supervisory employees (Pilbeam and Corbridge, 2010). It is therefore 
expected that pay systems need to be tied to the strategic mission of an 
organisation and that they should take their direction from that 
strategic mission (Milkovich and Newman, 2002). 
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Employers in the oil sector are generally averse to sectoral wage 
negotiations and prefer to decide wages at the company level, rather 
than at the sectoral level (Fajana, 2005). One obstacle to sector-wide 
negotiation is the tendency for employers to keep information on 
wages confidential so that they have greater control over wage 
determination. Large oil companies set wages higher than other sectors 
to attract more qualified employees. Even in outsourcing and 
contracting companies, pay rates are usually higher than those in other 
sectors of the economy (McKinsey, 2005). Some of the wage practices, 
particularly in the oil sector, are as follows: wages and allowances are 
paid in cash; expatriate workers may be paid in foreign currency; bank 
cheques and other direct payments are accepted for those working in 
remote locations; wage scales are based on job analyses and evaluation 
to ensure equity; wage increases are based on merit; and salary 
adjustments may result from annual appraisal, promotions, individual 
special adjustment or general adjustments. General adjustments are 
made when the government decrees a general wage increase in both 
the public and private sectors. Furthermore, oil companies are required 
to follow government directives on general wage adjustments; and 
junior staff members wishing to be paid mid-month receive a salary 
advance of up to 40 per cent of their monthly basic salary (Fajana, 
2005; Kupolokun, 2007). 

 

A number of authors, including Rollinson (2005), Mullins (2007), and 
Eyupoglu and Saner (2009), have drawn a link between remuneration 
and job satisfaction. In Nigeria, there is a minimum wage for public 
sector workers, which is not enforced by employers in the private 
sector (Kupolokun, 2007). As a result, wages and benefits in the oil and 
gas sector are determined by the management of the organisation and 
this differs significantly between the ‘tenured staff’ and the ‘contract 
staff’. On the question of remuneration, employees were asked to give 
an idea of the disparity (if any) in their (contract workers) salary and 
that of the permanent workers. The range of responses showed that 
80% of respondents believed that they were paid significantly less than 
their colleagues depending on the type of contract. A contract staff 
with Chevron in the Engineering department said that: 
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‘There is no equity in the reward system here. At least, you will expect that internal 
equity will ensure a more demanding position or better qualified people within the 
organisation are paid more, but that is not the case. Rather, if you are a contract 
staff, you get less, even when you are better qualified’. 

 

For the pay component of a compensation programme to be 
appropriate, wages and salaries must be internally and externally 
equitable. The relative worth of jobs is determined through job 
evaluation techniques (Storey, 2007). This ensures internal equity. Since 
compensation can signal which behaviours are most valued, it has the 
potential to influence individual productivity to a large extent, and if 
this is not well managed, the results may be high turnover, increased 
absenteeism, more grievances, increased job dissatisfaction, poor 
productivity, and unfulfilled strategic plans (Wherther and Davis, 
1996). 

From the semi-structured interview with one of the contractors, it was 
revealed that the organisation operates a system of salary secrecy in 
which employees are kept in the dark regarding the wages of 
colleagues. However, this information is passed around during 
informal discussions among employees. One of the contractors with 
Shell was confronted with the question of the disparity in salaries of 
permanent and contract staff, and she said: 

 

‘This is something beyond my purview as the third party often dictates what should 
be paid and only give us (contractors) a fee for the services provided – supply of 
labour. I agree that actual wage levels should depend on labour market conditions, 
legislation, collective bargaining, management attitudes, and the organisation’s 
ability to pay; but that is not the case in Nigeria, as all of these factors come with 
challenges’.  

 

The diagram below depicts the responses obtained when the 
respondents were asked the degree to which they were satisfied with 
their remuneration package. 80% of the respondents disagree that their 
pay was satisfactory, 18% were in agreement of pay satisfaction, and 
2% claimed to be indifferent. 
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Figure 10.2 – Employees Satisfaction with Pay 

 

 
The interview revealed that the majority of those who consider their 
pay to be good do so in relative terms with what is prevalent in other 
industries within the economy. In contrast, those who disagree with 
the pay package are comparing their output with that of the permanent 
staffs who earn more money, as claimed. One employee in the Finance 
department of Mobil resorted to saying that: 

 

‘How can I be satisfied with my pay when I know that there are people in this 
organisation who do not have my qualifications, yet earn a lot more than me? Of 
course, I agree that when you compare what I earn as a contract staff in an oil 
company with what is paid in other sectors in Nigeria, I should be happy; but you 
know how painful it is when you know your worth’. 

 

Another staff of Chevron in Operations department claimed that: 

 

‘I am upset when I look at my salary and that of my colleagues who are on 
permanent employment. While we are in the same office, carry out the same routine, 
we end up going home with different pay, and I am talking of a wide margin. What 
can be more annoying and depressing’? 
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It is argued that there is a continuing move away from policies of 
‘salary entitlement’, in which inflation or seniority, rather than 
performance, were the driving forces behind pay increases. Pay for 
performance is the new mantra (Cascio, 2003). Current performance is 
what counts, and every year performance standards are raised. 
According to Fortune 500 (2011), wages and salaries constitute about 
60 per cent of the costs of non-financial corporations; employers have 
the obvious interest in controlling the costs (Biswas, 2012). To do so, 
they are attempting to reduce staff sizes, payrolls, and benefits costs. 
Whereas, in some cases, some of the cutbacks are only temporary, such 
as pay freezes and postponements of increases; other changes are 
meant to be permanent: firing executives or offering them early 
retirement; asking employees to work longer hours, take off fewer 
days, and shorten their vacations; reducing the coverage of medical 
plans or asking employees to pay part of the cost; and trimming 
expense accounts, with a ban on first class travel and restrictions on 
phone calls and entertainment (Director, 2012). It appears that the 
option that is chosen in the Nigerian oil and gas sector is the use of 
contract labour to be dominant in order to cut costs, at the expense of 
other viable options. One of the contract staff from the ‘meet and 
greet’ unit of Chevron in Lagos said that: 

 

‘The MNCs cannot claim any inability to pay us contract staff what they pay 
permanent staff or even hire us on a permanent basis. After all, we know how much 
money they are making, and we see how the expatriates and executives among the 
indigenous ones live large and travel frequently with their family. They are 
capitalising on the fact that we are voiceless and the employment law here is weak’. 

 

On the issue of being voiceless, this research probed into the role of 
the trade union in wage determination. In recent years, with a 
framework of legislation that has sought to curb the power of the 
unions against a background of high unemployment, trade unions have 
not particularly been powerful forces in bargaining on wages and 
salaries, especially for the casualised workers (Fajana, 2005 and 
Okougbo, 2007). The operations director of NUPENG mentioned 
that: 
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‘Nigerian employment law does not make provision for the union to be part of the 
negotiation for employees pay, except for those in the public service that have the 
support of the NLC. The situation is more challenging in the private sector’. 

 

Equity theory suggests that social comparisons are an important 
influence on how employees evaluate their pay. Employees make 
external comparisons between their pay and the pay they believe is 
received by employees in other organisations. Such comparisons may 
have consequences for employee attitudes and retention (Bamber, 
2010). Employees also make internal comparisons between what they 
receive and what they think others within the organisations are paid. 
These types of comparisons may have consequences for internal 
movement and may raise the question of equity. This often plays an 
important role in the controversy over executive pay. 

 

Condition of Work (Benefits and Services) 

Employees’ benefits and services are some of the fastest growing issues 
that management of organisations are confronted with, whether in the 
public or private sector (Biswas, 2012). Employers have sought to 
expand benefits to discourage labour unrest, respond to employee 
pressure, and remain competitive in the labour market. Benefits can be 
classified into four major types: insurance, security, time-off and 
scheduling benefits (Wherther and Davis, 1996). Services include 
educational, financial, and social programmes.  

 

Respondents for this research were asked about the incentives and 
fringe benefits they received. Fringe benefits include medical treatment, 
pension schemes, sick allowances, and house and car allowances. 
Following the findings from the interview, 100% of the interviewees 
confirmed that contracted employees do not get fringe benefits like the 
permanent staff, especially the pension scheme and medical treatment. 
The permanent employees of the case study organisations are entitled 
to the above mentioned benefits. The pension scheme operated is a 
contributory one, with the employer matching the contributions of the 
employees. All permanent/core staff and four of their dependants have 
access to free medical treatment. These categories of workers also get 
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house and car allowances, which are usually given to them once a year. 
Other perks given to core staff include maternity pay, Christmas 
bonus, leave allowance, profit sharing, a performance bonus and rent 
allowance. A contract staff member with Mobil in the transport section 
suggested that at the end of their contracts: 

 

 ‘we are paid off without any pension allowance, without any access to free medical 
facilities nor are we given car or house allowances every year like the permanent 
staff’.   

In a sense, the use of flexibility reduces cost, in that the companies do 
not have to give contract staff the same fringe benefits they give to 
permanent staff. This view is in line with the work of Leopold, Harris 
and Watson (2005), who argued that a significant element of the 
business case for flexibility is the reduction in cost to the employer. 
Greater savings are made from not having to give contract employees 
the same, if any, fringe benefits as their colleagues on open-ended 
contracts. This is certainly the most contentious issue, as has been 
revealed by the previous attitude surveys by the oil and gas union 
(PENGASSAN, 2006). A number of lobbying initiatives and industrial 
actions have been staged by the unions over the issue of inequity of 
remuneration and benefits in the industry (NUPENG, 2010). It must 
be mentioned that the contractors interviewed disputed the claim by 
the contract staff that they have no pension or medical facilities access. 
The quote below typified the views of most of the contractors but was 
succinctly placed by one with Shell and Mobil: 

 

‘Whoever says contract staff don’t have access to medical facilities at all will be lying, 
ditto for the payment of pension. The two multinationals that I have contracts with, 
Shell and Mobil, make it mandatory for us to give medical facilities and ensure 
provision for pension for contract staff. To do otherwise is to risk losing your 
contract because the staffs talk, and also they are the ones that work directly with 
the third party – MNCs. Of course, the amount of benefit is incomparable with the 
employees with the same organisation but on permanent employment; and I guess 
that is understandable’. 
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Figure 10.3- Who Employee Discuss Work Related Problems with 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Employees were asked who they discuss work problems with as part of 
existing conditions at work. 67% said they were comfortable discussing 
their problems with fellow colleagues on contract like them. Another 
15% claimed that they discuss with their line manager at the 
contracting firm. 10% discuss with their line manager in the user firms; 
while 2% each discuss with the union and employees on permanent 
employment. 

 

With the above statement in view, I confronted the contract staff with 
the question again of whether or not they get any of these benefits, and 
one of the Shell employees in the ‘meet and greet’ unit said: 

 

‘It is true that we are told we have medical facilities but I think it just another 
avenue to reduce my take-home. For instance, every month N15,000 is deducted 
from my salary for medical and neither myself nor any family member have been 
sick. In fact, a few colleagues on contract employment like me who were in the 
medical centre during sickness reported poor services as they were given paracetamol 
which could be bought for a lesser amount. I would rather have my money and take 
care of myself when I am sick’. 
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This theme also featured in the work of Proctor (2003). In his work, 
following the survey of establishments in the USA, it was reported that 
workers in flexible staffing arrangements are not covered by 
regulations governing benefits and they typically do not receive key 
benefits, such as pensions and health insurance. Also, in the work of 
Hazel (2006), after his research on the disadvantages of numerical 
flexibility on workers in the UK public sector, it was reported that non-
permanent workers had no right to join pension schemes.  

 

The contract includes issues of interest, which must be separately 
signed by the worker and the employer. The union plays no part in the 
bargaining process. Salaries may be reviewed periodically for increment 
or reduction. Tenured employment workers are entitled to thirty days’ 
working leave annually; this is in addition to the approved casual leave 
for them based on their levels in the organisation (PENGASSAN, 
2006). Workers under tenured employment are entitled to free 
breakfasts and lunches in the company’s restaurant, and loans and cash 
facilities for buildings, cars and other fixed assets.  

 

Figure 10.4 – Length of Services of Employees 
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The above diagram depicts the responses of employees when asked 
how long they have been working as contract staff, vis-à-vis the 
number of times their contract has been renewed on a yearly basis. 
49% of those interviewed claimed to have been on contract for over 
six years, 33% claimed to have been in employment as contract staff 
for between four and five years; with 16% having been employed for 
over two years and only 2% are less than a year in employment. 
However, it is important to mention that some have only received one 
contract, which was signed at the beginning, without ever having to 
sign any other. 

 

A Mobil contract staff member from the finance department in the 
Lagos office said during the interview: 

 

‘The level of discrimination here in Mobil is worse than you will get in some of the 
oil companies. Here, you will not believe that there are different entrances for 
permanent workers and those of us on contract. As if that is not enough, we don’t 
use the same canteen as we are seen as second class staff. The discrimination is 
carried further to the staff bus. As contract staffs, we have no right to use the staff 
bus but could be given the privilege if there are spaces with no permanent staff 
waiting; yet we are working for the same organisation’. 

 

However, when contract staff members with Chevron in Escravos 
were asked the same question, their responses were more generous, as 
represented by the quote below: 

 

‘I will say the situation here in Chevron is such that we have the same canteen with 
the permanent staff, use the same staff bus, though, with priority for the permanent 
staff and our medical facilities are good too. This is not to say that there are no 
inherent hostilities between us as the permanent staffs allow their ‘status’ to get into 
their heads’. 

 

Temporary workers and union officials have consistently claimed that 
Shell, Mobil and Chevron managers have deliberately kept a very small 
permanent workforce in Nigeria and continuously enlarged the number 
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of contract staff. For instance, the PENGASSAN Oil Union Assistant 
Secretary General pointed out that:  

 

‘The sort of complaint we get from our members and those who want to be our 
members is disturbing. I even believe the MNCs are short-changing themselves, 
because how do you create such a divide within the rank and file of your staff and 
expect productivity to be optima? I can’t get it’. 

 

Again, it was pointed out that Shell, Mobil and Chevron management 
have adopted a strategy of keeping a small core workforce, by 
redeploying expatriates from various countries to Nigeria, to attain 
their aim of bringing in people just-in-time to take on new tasks (Ajayi, 
2011). This is in agreement in a sense with Atkinson’s view, as he 
argues that the new structure emerging among MNCs is that managers 
are tending towards breaking up the workforce into peripheral or 
numerical flexible groups of workers clustered around a stable core 
group that would conduct the organisation’s specific activities. 
Workers at the core are those who win their employment security at 
the cost of accepting functional flexibility both in the short term 
(involving cross-trade working, reducing demarcation, and multi-
discipline project teams) as well as in the longer term (changing career 
and retraining) (Willis, 2009).   

 

Workers within the periphery segment do not enjoy key benefits. For 
instance, a glance at the grievance procedure brings home the effects of 
being placed in the insecure segment of the labour market of the 
organisations being studied. There is an elaborate grievance procedure 
between workers in the core of Shell, the management and unions if 
any complaint arises out of interpretations or applications of the terms 
and conditions of employment. A worker who has a grievance or claim 
will make this known in the first instance to his supervisor. The 
supervisor will discuss the issues with the worker and may seek 
information within the department in an attempt to resolve the issue 
within two days. If it is not resolved, the issue can be taken to a 
superior, or referred to the departmental representative if unresolved. 
When contract workers in the periphery are made redundant, they are 
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sacked with a payment of one-month’s salary. This is not the case with 
workers in the core as they are entitled to the above-stated different 
procedure; the member of staff is given a special redundancy payment 
amounting to one month’s basic salary for every completed year of 
service, provided that, in any case, the redundancy payment does not 
exceed a total of twenty-five (25) months’ basic salary (NUPENG, 
2010).   

 

Another emerging trend among workers segmented to the 
periphery/contract of the MNCs’ labour market in Nigeria is the 
disparity in sickness benefits between core and contract workers. While 
contract workers may often lose their employment if they are sick for a 
while, this is in sharp contrast with workers in the core. For workers in 
the core, absence from work for non-industrial sickness shall be 
certified by a company doctor, or in case of workers who fall ill on 
annual leave, a registered medical practitioner. Payments of sickness 
benefits shall, in all cases, be authorised by company doctors. The scale 
of sick benefit pay for non-industrial sickness within any continuous 
period shall be first nine months – full basic pay, next nine months – 
half basic pay and thereafter at the company’s discretion. All of these 
are non-existent for contract workers.  

 

Contract employees are not in any way entitled to these benefits, as 
there is no law or regulation that says employees on contract be given 
any incentives or benefits. In particular, one of the contract staff with 
Mobil during the interview said: 

 

‘Even when injured at work, your place is filled immediately to prevent any delays 
at work, and you will pray to get well quickly, otherwise, you lose your job’. 

 

This diversity contributes to several administrative problems, especially 
when viewed from the angle of a manager or human resources 
specialist with the mind-set toward cost savings. Thus, in the pursuit of 
administrative and actuarial economies, most companies and unions do 
not allow individualised benefit packages in an indirect compensation 
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programme, although flexible benefits are gaining in popularity 
(Biswas, 2012). 

 

Job Security 

 

Job security is arguably the most important factor among employees 
on contract with the organisations being studied. Employment 
insecurity refers to that subjective awareness that workers have about 
the threat of losing their jobs (Sisson and Storey 2000; Guest 2001). A 
high level of job insecurity is seen as the hallmark and characteristic of 
contract staff. This set of individuals worry about the future of their 
jobs; it is uncertain whether they will retain their jobs or not, which 
makes it impossible for them to adequately prepare for the future. 80% 
of the respondents in this research agreed that there is no job security 
for contract staff. As contract staff, they already know the end at the 
beginning. The contract can be ended at any time, which leads to 
anxiety (hoping that the contract will be renewed). A contract staff 
with the Chevron ‘meet and greet’ unit said during the interview:  

 

‘The absence of job security in my employment contract is a cause for perpetual 
anxiety as the future is ever bleak and uncertain. I must say that if it is a deliberate 
design to keep us contract staff on our toes, then it’s working because we always 
attempt to impress everyone so as to keep the job’.  

 

Figure 10.5 – Employee Job Security 
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From the diagram on job security, 80% of the respondents agree that 
there is no job security for them. Another 18% felt the job is relatively 
secure. It is important to mention that those in this category (18%) 
have been in the job for some years and assumed automatic contract 
renewal since this has been the case over the years. Only 2% felt 
indifferent. 

 

Another participant from the Mobil medical unit pointed out that: 

 

‘We are frequently sacked; sometimes workers are sacked and reappointed a few 
months later through the agency of another contractor. There are some workers who 
are fortunate that they work under different contracts that get renewed every year, 
many are less fortunate’.   

For Hastings (2012:34), ‘job insecurity or scarcity creates motivation 
among workers to exert more effort on their work’. It is debatable as 
to what extent contract workers will be encouraged in the operations 
of the MNCs in the Nigerian oil sector when they feel consistently 
barred or deliberately retarded from promotion or career progression 
by the organisations being studied. It can be argued that when workers 
feel wholly excluded from employment, some workers will feel 
disintegrated and alienated from the firm. The ‘hidden costs’ of 
employing a large secondary workforce are often difficult to measure 
(Kupolokun, 2007). For instance, in Shell Nigeria, contract workers in 
both the core and the secondary sectors are setting up personal, private 
businesses, in order to survive the termination of their employment. 
One participant in the transport unit of Chevron told me that: 

 

‘When you are a contract staff, you are operating with mixed feelings. One, you 
want to work your heart out to impress the third party so that you can be 
recommended for contract renewal and you might be lucky to get converted into 
permanent employment. But the other natural feeling is the question of why should I 
over-work myself when I know the end from the beginning. This is because there are 
people who have been working as contract staff for more than twelve or even fifteen 
years, yet they never get converted. So, what I have resorted to is to have a small 
business in case I never get called back’.  
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On the issue of the number of times a contract may be renewed, some 
of the contract staff revealed: 

 

‘You can get your contract renewed many times year-in, year-out, without signing 
any paper. The last thing you want to ask is the contract paper, as you will thank 
your God that you still have the job. Most of us have been on contract for over seven 
to ten years, yet, we have only signed once for a year at the beginning. All this 
doesn’t give you assurance you have a job the next month. It is more of an 
instrument to deal with our psyche and what choice do we have?’ 

 

Figure 10.6 – The Number of Times Contracts get Renewed 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The above diagram depicts the number of times contracts were 
renewed for a contract staff. 37% claimed they only signed one 
contract at the beginning and have been on the job for over seven 
years; 22% claimed their contracts have been renewed about five to six 
times; 14% claimed four to five times; while 10% claimed three to four 
times. Only 16% claimed they have only renewed once or twice. 
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A large majority of contract employees also revealed that the prospect 
of being converted to permanent employment was a tool that their line 
managers used to keep them loyal. This was revealed by some contract 
staff, but succinctly described by one of the Mobil staff working in the 
canteen:  

 

‘I have been promised by my supervisor that he can assist me in getting converted to 
permanent employment if I work hard enough and prove to be reliable’.  

 

What then occurs is that the employee doubles productivity in the 
hope of gaining the approval of his/her line manager and being made a 
permanent member of staff. The manager, in that case, is thus using 
the employee’s peripheral status as a tool of managerial control; this is 
in line with the views of Mordi (2008). This is a direct result of the 
nature of the national context, where individuals have been socialised 
into the concept of a ‘job for life’ (Igun, 2003: 78).  

 

Some of the contractors within all the organisations being studied 
agreed that they have experienced situations in which some contract 
staff were considered valued employees and the third party will 
specifically request that they would want to have such staff on 
permanent employment, and what then happens is that they have to 
negotiate handing the person over. A contractor with Chevron said 
during the interview: 

 

‘It is not out of place, though not very common, for the third party to request for a 
contract staff member to be converted to permanent employment. Of course, this is a 
loss to you as a contractor as you are bound to lose the income accruable from such, 
but you will be paid off for that employee and you cannot be rigid in your negotiation 
as you do not want to lose the bigger contract’. 

 

The subject of job security was echoed in the work of Saloniemi and 
Zeytinoglu (2008) while examining the complex nature of flexible 
working arrangement in the Finland and Canadian labour market. They 
asked respondents to assess their job security, and it was revealed that 
the categories of workers who regarded themselves as having low levels 
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of job security were the secondary work groups. They suggested that 
employers were achieving flexibility through job insecurity.  

 

Work in traditional Nigerian communities was characterised by the 
security of employment; there was no fear of redundancy, early 
retirement, or dismissal. The right to work was seen as a birth right in 
the life of men and women. This norm has expressions in civil service 
jobs, where employment contracts are often on a permanent basis. In 
urban and rural Nigeria, the preference of ‘work-for-life’ is obvious, as 
social security is a virtually non-existent resource in many under-
developed or developing countries (Ariweriokuma, 2009). For example, 
given that health care is not free and there are very few government-
funded hospitals, many rely on private clinics, which are very 
expensive. Nigeria is one of the few countries in the world where the 
citizens have to provide everything for themselves, claimed a 
participant from the Shell information unit during the interview:  

 

‘......there is no social benefit in this country and all you have to rely on is your 
salary if you are lucky enough to be employed. This is a country where you buy a 
generator for electricity supply, make your own bore-hole if you must get water, 
employ a security man to watch over your house at night and even tar your roads if 
you are unlucky to have your house in a terrible location’. 

 

In a sense, it can be argued that the consciousness of employment 
insecurity is heightened among contract staff due to the fear of 
uncertainties of falling back into the ever-increasing reserve army of 
unemployed labour in Nigeria. The issue of job insecurity is 
exacerbated by the fact that there are no national palliative welfare 
benefit schemes to help contract workers who are made 
redundant/sacked to survive or reintegrate into the society.  
Employment insecurity has become a contentious issue, adding more 
heat and volatility to tension within inter- and intra-group relationships 
in firms (Hastings, 2012). One Chevron derrick man (contract staff) 
told me during the interview that: 
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 ‘I often watch with disdain the level of indolence and inefficiency of my colleagues on 
permanent employment, but I dare not join them in the act. Their assurance comes 
from the fact that their job is secured, unlike mine. Whenever my contract is coming 
to an end, I intensify my prayers and never miss church services’. 

 

This fits well with Rees and Edward’s (2010) position, where they 
argued that British multinationals both within and outside the U.K. 
tend to favour a deregulated economy and short-term policies as 
against long-term policies. This short-term policy shows up in the 
immense concern for a segmented or flexible workforce, which 
invariably has a knock-on effect on recruitment of contract workers. 
There is generally low/no interest in assuring contract workers of job 
security, or a rise in managerial or supervisory status, especially for 
those at the less secured margin of the workforce. They have low 
investment on training and low tolerance for trade unions. British 
MNCs, being highly bureaucratic, have a detailed rigid in-house 
financial control system that aims at firmly controlling the labour cost. 
Human resources are treated like production costs/factors to be 
minimised rather than as an investment. Since the late 1980s, contract 
workers intensified the use of non-conventional approaches in making 
their request considered in frustration of not being able to abate the 
use of precarious employment contracts (Barrientos, 2008).  

 

There are doubts as to whether workers who can lose their jobs at any 
time will give their best efforts within the production processes, as 
suggested by Hastings (2012) when he argued that employment 
insecurity prods workers to give their best effort within the production 
process. The trends induced by the use of precarious work contracts 
and its associated regime in the Nigeria oil MNCs support the findings 
of Kalleberg (2011). She argued that the prospect of dismissal is not 
the only thing that can trigger feelings of insecurity; on the contrary, 
the loss or erosion of other employment conditions can also trigger 
feelings of employment insecurity. Many workers are threatened with 
loss of valued job features, such as losing promotion opportunities, 
losing their customary pay rise, losing control over the pace of work or 
even the ability to complete the work. In some cases, the loss of valued 
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job features leads to a reduction in the quality of working life and 
economic losses.   

 

Job Satisfaction and Employee Motivation 

 

One of the major challenges facing line management and the HR 
function is the motivation of employees. Pilbeam and Corbridge (2010) 
suggested a critical link between job satisfaction and motivation on one 
hand, and productivity and profitability on the other. In order to 
understand the dynamics of social relations of production in the oil 
sector in Nigeria, one of the questions posed to contract staff was on 
job satisfaction and their level of motivation. A major theme that 
emerged on this subject revealed that employees on contract generally 
did not express overt opinions and suggested that their jobs exist to 
satisfy their basic physical and social needs. A participant from the 
Shell ‘meet and greet’ unit claimed that:  

 

‘I am only motivated to work as it is the only way to feed my family and pay my 
children’s school fees. The conditions surrounding my work are depressing and de-
motivating but my choices are limited’.  

 

Figure 10.7 – Reasons why Contract Jobs were accepted 
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When employees on contract were confronted with the question of 
why they accept contract jobs, 52% claimed their attraction came from 
the possibility of getting converted to permanent employment; 23% 
claimed that the pay is better than permanent jobs in most other 
sectors; and 19% said it is better than no job at all. 2% said they need 
jobs on temporary basis, and another 2% claimed ignorance of the 
nature of the contract at the beginning. 

 

The majority of the respondents of this survey asserted that their 
motivation comes from the hope that they will be converted to 
permanent staff one day. Evidences abound that such conversion 
rarely occur, and it is usually at the discretion of the user firm. This was 
confirmed by most of the contractors during the interview, and it was 
well summarised by a Shell contractor: 

 

‘It does happen that a highly valued employee on contract is requested by the third 
party (user firm) and necessary arrangements will be completed in terms of paper 
work to have such contract workers converted to permanent employment’. 

 

When these views are placed in context, it can be argued that contract 
workers in the organisation do not view satisfaction and motivation as 
an important part of their work life. A reason for this within the 
national context as identified by Okafor (2007) is the high rate of 
unemployment which leads people to jobs in which they do not feel 
motivated but engaged in to satisfy their economic needs. Employees 
were also asked about the level of influence they exercised over their 
jobs and tasks. In particular, contract employees expressed strong 
opinions about having to defer to less qualified and experienced 
colleagues on open-ended contracts simply because they were on fixed-
term and casual contracts. One employee from the logistic unit of 
Mobil claimed that:  

 

“Decisions about the maintenance of machines and replacement of parts are taken 
without reference to the operators of the equipment”.  
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In doing this, the management deprives employees of a voice and 
restricts their input into the production and work process while 
seriously compromising occupational health and safety. This is similar 
to the findings of Kellilier and Anderson (2008), which found a link 
between flexibility and employees’ perceptions of job quality. By 
reducing employees’ involvement in their work, management 
unwittingly reduce their levels of motivation and morale, leading to a 
further drop in productivity which defeats the business case for 
flexibility. 

 

A rigorously enforced health and safety programme can give 
employees a greater sense of safety from accidents and industrial health 
hazards. Compensation policies may motivate and satisfy employees 
through incentive plans or may harm motivation and satisfaction 
through insufficient raises or salary freezes (Adam-Smith, 2009). The 
motivation and satisfaction of employees could act as feedback on the 
organisation’s quality of work life and possibly improve the human 
resource department’s day-to-day employee relations activities 
(Loudon, 2009). 

 

Figure 10.8 – Measuring Employees’ Job Satisfaction Rate 
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About 67% of the employees confirmed their dissatisfaction with their 
work, with about 29% expressing satisfaction, whereas the remaining 
4% are indifferent. Marchington and Wilkinson (2006) point to a link 
between flexibility and declining motivation and morale among 
contract workers. The 2006 attitude survey by the PENGASSAN 
union in the Nigerian oil and gas industry revealed a high level of job 
dissatisfaction among contract workers, with 69% of workers surveyed 
expressing dissatisfaction with their work (PENGASSAN, 2006). This 
is consistent with the findings of this research and the critical analysis 
of the literature. 

 

It would seem logical to assume that job satisfaction should be a major 
determinant of an employee’s ‘organisational citizenship behaviour’ 
(Robbin, 2003: 80). Satisfied employees would seem more likely to talk 
positively about the organisation, help others and go beyond the 
normal expectations of their jobs.  

 

A Mobil staff member in the Information Technology unit said: 

‘I used to give my best when I joined this organisation five years ago as a contract 
staff, hoping my condition of service will improve, or at least match those of my 
colleagues on permanent employment. This has not happened, as the margins 
between us widen and my spirit is dampened because it is a case of Monkey dey 
work, Baboon dey chop. I mean, we the contract staff do the work, while permanent 
staffs enjoy the rewards’. 

 

Basically, job satisfaction is influenced by the conceptions of fair 
outcomes, treatment, and procedures (Martin and Fellenz, 2010). Thus, 
if an employee does not feel his/her supervisor is fair in the treatment 
being meted out to him/her, or the organisation’s procedures are 
perceived to be unfair, or pay policies are unfair, then, job satisfaction 
will likely suffer. But when an organisation’s processes and outcomes 
are perceived to be fair, trust will likely develop, and this will, in turn, 
lead to employee’s commitment (Piecherit, 2009). 
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Career Mobility and Prospect 

 

In recent years, career planning and development have gained more 
ground than ever as more proactive career-related efforts have been 
intensified. Thus, some organisations provide career education, 
information, and counselling (Borghans and Golsteyn, 2006). 
However, it is often emphasised that the primary responsibility for 
career planning and development rests with the individual employees. 
The planning process will enable employees to identify career goals and 
the paths to them; then, through developmental activities, the workers 
seek ways to improve themselves and further their career. Individual 
efforts include good job performance, favourable exposure, leveraging, 
and the building of alliances.  

 

Another key characteristic of ‘core’ jobs among the MNCs in Nigeria is 
the fact that those on permanent employment enjoy career mobility. 
Career mobility refers to workers being rewarded for performance 
through its internal labour-market mechanisms to move from a lower 
position to a higher one (Feldman and Ng, 2009). This issue segregates, 
differentiates and segments those workers in permanent employment 
and those on contract. For instance, a project engineer with Chevron 
pointed out that: 

 

 ‘Since workers are recruited into the company through contractors, we are also not 
entitled to promotion.’    

 

Corporate strategies require an appropriate mix of human talents. 
Effective organisational development plans should translate corporate 
strategy into employment needs (Gospel and Pendleton, 2003). To 
meet those staffing needs human resources departments use placement 
decisions, training and development and career planning assistance to 
fulfil the organisation’s future employment requirements both 
domestically and internationally. 
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Workers who have atypical employment contracts, that is temporary, 
short-term contract or part-time workers, are not entitled to promotion 
because the contracts are usually for a year; though evidences abound 
that they are renewable. Since more than 70% of the organisations’ 
workforces are on atypical contract categories, they are exempt from 
promotion exercises and the benefits that go along with the elevations. 
This statistical percentage or data is buttressed by the data on 
employment by the MNCs under investigation, as shown in Table 6.1 
earlier. Just over 70% of the respondents attested to the fact that there 
is no career mobility for them on the job. In a study conducted by 
Friedman (1982) in the United States, 68% of the firms have formal 
succession plans; thus, while individual managers should assist 
employees with career planning, HR specialists should know that 
leaving career planning in the hands of operating managers may lead to 
no results. 

 

It is an established fact that as an organisation downsizes, career 
opportunities shrink. The HR department can help employees identify 
career building opportunities ranging from lateral transfers to special 
task forces. If successful, these efforts can convince the employees 
who remain that they have a future with the company. Since those 
remaining are usually perceived as the ‘best employees’, it is essential 
that they be retained and motivated. The respondents lamented the 
lack of motivation in the absence of career mobility, as a Shell staff 
member in the operations department claimed: 

 

‘I really wish I could get another job, even if it is in the public sector that pays 
poorly because at least I will know that I am advancing in my career and I will get 
promoted every year; and will ultimately have something to look forward to for 
retirement’. 

 

Slow growth and restructuring through downsizing have eliminated 
many career opportunities for otherwise good, hardworking employees 
(Benko and Weisberg, 2008). Simply put, many people have found 
their career stalled through no fault of their own. As most of the oil 
MNCs in Nigeria have scaled back their levels of middle management 
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and staff through the use of contract staffing arrangements, finding 
career advancement opportunities outside the firm entails considerable 
competition from others. One of the contractors with Chevron 
confirmed the challenges that come with career mobility to the 
contract staff while gauging them with the permanent staff: 

 

‘It is a pitiable situation because I know that some of the permanent staff whom the 
user firms are spending money on have reached their career plateau beyond which 
they are not capable of advancing even with training and development. Yet the same 
employees may be good performers in their current jobs and may be important to the 
smooth operation of the organisation’. 

 

Another benefit that workers in the periphery tend to lose out on is the 
near absence of career mobility from the periphery to the core. There 
is minimal career mobility for workers in all of the MNCs periphery 
margins in Nigeria. Movement for workers in the periphery to the 
high-status core spots occur during strikes. Several studies have 
acknowledged the fact that those in the periphery have minimal career 
mobility. For instance, Barron et al. (1991:156) argued that contract 
workers are plagued by the fact that ‘mobility across the boundary of 
these sectors is restricted, and higher paying jobs are tied into 
promotional or career ladders, while lower paid jobs offer few 
opportunities for vertical movement’.   

 

Career mobility and development have gone through paternalism in 
which organisations must take responsibility for managing its 
employees’ careers to support individuals as they take personal 
responsibility for their future (Wolfe and Betz, 2004). It must be 
mentioned that over the last decade, careers themselves have gone 
through a series of upward moves with increasing income, authority, 
status, and security to one which people adapt quickly, learn 
continuously and change their identities over time (Ng et al, 2007). It is 
worthy of note that career planning does not guarantee success, but 
without it, employees are seldom ready for the career opportunities 
that arise. As a result, their career progression may be slowed. 
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Employment Relations between Contract Workers, 
Management and Oil Unions 

 

The interface between the union and the management is another 
important factor. Labour unions are a vehicle by which employees act 
collectively to protect and promote their interests. For employees who 
are members of a labour union, wage levels and conditions of 
employment are explicitly articulated in a contract that is negotiated, 
through collective bargaining, between representatives of the union 
and the organisation’s management. It is expected that where a labour 
union exists, it will influence a number of organisational activities 
(Mullins, 2007). Recruitment sources, hiring criteria, work schedules, 
job design, redress procedures, safety rules, and eligibility for training 
programmes are examples of activities that are influenced by the 
unions (Sinha and Shekhar, 2009). The Nigerian unions, having to 
contend with the widening gap of unemployment, have focused their 
attention in recent years on improving stagnant wages, discouraging 
corporate downsizings and minimising the outsourcing of jobs. The 
most obvious and pervasive area of labour’s influence in the oil sector 
in Nigeria are wage rates and working conditions, especially for those 
on fixed term contracts (Fajana, 2005). 

 

In Nigeria, from a legal perspective, a trade union can be defined as 
‘any combination of workers or employers, whether temporary or 
permanent, the purpose of which is to regulate the terms and 
conditions of employment of workers’ (Aturu, 2005:87).  Nwoko 
(2009:146), points out that trade union are organisations that have the 
capacity to, and do, facilitate, ‘the creation and mobilisation of workers 
collective power’. This ‘collective power’ primarily allow workers ‘to 
exert, collectively, the control over their conditions of employment, 
which they cannot hope to possess as individuals’ (Archibald, 
2009:104). Workers generally join the trade unions for the benefits that 
may accrue to them; these benefits include economic, social, 
educational and political benefits. However, in Mobil, Chevron and 
Shell Nigeria’s internal labour market, contracted workers find it 
difficult to be members of the companies’ trade unions as some of the 
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contractors made this known from the beginning, or where there 
contract covertly suggests so. For example, the Operations Director of 
Petroleum and Natural Gas Senior Staff Association of Nigeria 
(PENGASSAN) pointed out:  

 

‘It has always been a battle to unionise the contract workers. This has continued to 
weaken us and many attempts have been made to get the management of these 
organisations on our side. The fact that they (the user firms) threaten the 
contractors, and by extension, the contracted workers; does not help matter at all’. 

 

Figure 10.9 – Trade Union Membership 

 

 

 

 

 

 

 

 

 

 

 

 

 

The survey shows that 84% of respondents were not members of a 
union, while 16% were members. All union officers interviewed for 
this study viewed the increasing use of the precarious employment 
contracts as an adverse or negative managerial policy, which has led to 
a weakening of the union. For instance, the PENGASSAN president 
argued that the increasing use of secondary workers in the oil and gas 
sector in Nigeria is the employers’ strongest weapon in vitiating the 
viability of the union. To this end, the contract staffs also often query 
the need to join a union, as a number of them believe this will threaten 
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their jobs. One staff member in the Human Resource department of 
Mobil asserted that: 

 

‘Why should I join the union and open myself to cheap attack by management. My 
contract is only for a year, and nothing guarantees that the union can ensure its 
renewal; rather my activities or affiliation with the union can only put me in the 
trouble spotlight’.  

 

Another staff member of Chevron in the transport unit viewed it 
purely from financial angle when he said: 

 

‘There is no point in joining the union when you are a contract staff. As a union 
member, I will be required to make a financial contribution every month, and my 
contract is only for a year without any assurance of renewal. Even when my contract 
is renewed, it is as good as I am starting afresh and all that had been contributed in 
the previous year would be gone. Please, tell me, where is my gain? Yet, management 
frown at union members and their activities; so, why should I subject myself to cheap 
attack when I can avoid it’. 

 

Figure 10.10 – Awareness of Trade Union Activities 
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Respondents were asked whether or not they were aware of the 
activities and impact of the trade unions. An overwhelming majority of 
about 84% claimed to be aware but lamented the challenges that come 
with discharging such responsibilities by the unions. About 80% 
claimed a lack of awareness of union activities as it relates to the 
concerns of contract staff, and 8% suggested that they were indifferent. 
As pointed out by many of the union leaders, the fact that there are no 
clear laws that overtly support the unionisation of contract staffs is 
challenging, albeit there are policy statements to this effect which are 
often manipulated. The Assistant General Secretary of NUPENG in 
Lagos said that: 

 

‘All we can do is to pick our battles wisely. The odds are many and difficult to 
combat as there are no definite laws supporting these (contract) workers. As I speak 
with you, we will be in court next week over some of the employees of MRS that 
were recently sacked. Some of them have been working with the organisation for over 
seven years, yet have only one contract which was given to them at the beginning; 
stating that the contract is only for a year. We have had to go through 
unconventional means to get the staff on board as members, and now, we have to 
fight for them’. 

 

The fact that contracted employees do not get immediate dividends for 
being union members is another concern for many, and this has made 
a number of them lose faith in the capability of the union. One of the 
contract staff of Mobil, from the engineering department, said that: 

 

‘I am not keen to join the union as I do not see what they can do for me. Some of 
my colleagues do not get a renewal at the end of their last contract and they are 
union members. The union couldn’t do anything because the contract terms are clear. 
So, the fact that I am lucky to get mine renewed is not to the glory of the union but 
God’. 

 

Ideally, the union influence can affect motivation through the 
determination of wage rates, seniority rules, layoff procedures, 
promotion criteria, and security provisions (Beardwell and Claydon, 
2010). Unions can influence the competence with which employees 
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perform their jobs by offering special training programmes to their 
members, requiring apprenticeships, and allowing members to gain 
leadership experiences through union organised activities (Lynton and 
Pareek, 2011). The actual level of employee performance will be 
further influenced by collective bargaining restrictions placed on the 
amount of work produced, the speed with which work can be done, 
overtime allowances per worker, and the kind of tasks that any given 
employee is allowed to perform (Salas et al, 2012).  

 

There are several reasons why oil union officials disapprove of the 
MNCs’ managerial use of precarious employment contract policy. 
These include the fact that union officials feel that the policy is solely 
aimed at destabilising the union or breaking its viability (Ariweriokuma, 
2009). At best, it appears to be seen by the union as a ploy for the 
management to control labour by management. This resonates with the 
argument made by Pollert (1987), that the maintenance of a core and 
periphery in the flexible firm may be concerned far more with the 
establishment of control over labour than establishing flexibility. 
Again, Fajana (2005) argued that the loss of union membership has 
aided the weakening of the oil unions. Fundamentally, it can be argued 
that the strength of a union can partly be linked to its membership or 
numerical strength. Thus, the loss of members is another reason why 
the oil union officials view the managements’ increasing use of a 
secondary workforce as negative to the survival of the union. This view 
was supported by the General Secretary of NUPENG in Warri when 
he inter-alia argued that: 

 

‘It is unfortunate that the Nigerian government by conduct is aiding the suppression 
of her own people by the oil MNCs operating in the country. The failure to come out 
clean and speak unequivocally against labour contracting is wrong. One of the 
devastating implications of this for us as a union is that our revenue base is 
negatively affected since contract workers are usually unwilling to join the union 
querying what they stand to gain, given the nature of their contract. With this, our 
activities are crippled, and membership strength weakened’.  
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When I confronted the contractors with the question of why they 
threaten the contract staff with dismissal should they join the union, a 
contractor with Chevron said that: 

 

‘It is untrue to say that we threaten any of the contract staff with dismissal if they 
join the union. Every employment, irrespective of its nature, be it tenured or fixed-
term, have employment contract terms detailing expectations, and so it is, with the 
contract employment. But candidly speaking, why should an employee of a fixed-
term contract, like those we manage, be part of a union? His employment is for a 
short term and the union will only collect his money for that period without giving 
him/her anything in return. Don’t forget that the union is not a cooperative society 
where you can get your money at the end of the day’. 

 

The weakening of the union, which is connected to the loss of 
members, appears to be linked to the fact that contract workers seem 
to have lost faith in the union’s ability to bargain with the management 
on their behalf. This is so for two reasons; the first being that, the 
union may be more concerned about its members, who are permanent 
workers, and secondly, the difficulty involved in organising contract 
workers or the failure of the union officials to negotiate policies that 
are favourable to the workers on non-standard contracts. Many 
contract workers now resort to the ethnic associations within their 
communities to mediate workplace issues (Mordi, 2007). There is a 
close nexus for the union between the loss of potential members and 
the loss of potential financial revenue for the union. Since the union 
survives partly on the annual or monthly dues from the members, the 
more members a union has, the greater the possibility of potential 
funds and revenue, which might be available to the union for the daily 
running of the union administration. Luwoye (2001) identified the fact 
that the two unions in the Nigerian oil sector were losing potential 
funds as a follow-up from the loss of workers’ confidence and 
membership. For instance, he pointed out that NUPENG had 50,000 
registered members in the union in 1990. This number plummeted to 
15,000 by 2001, largely due to the fact that the threats of the user firms 
are pronounced and scary.  The union official could not ascertain the 
population as at the time of this research. 
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It is difficult for the union officials to identify with any positive effect 
from the intensive use of contract workers due to the general loss of 
faith in the union by the contract workers. Contract workers feel that 
the union has failed to represent and bargain on their behalf. A Shell 
worker in the Finance department argued that: 

 

 ‘....it is useless and an absolute waste of time and money to join the union. They 
don’t negotiate on our behalf. I am keeping my job today not because of the union 
but because of my village association and my people in top places in this company’. 

 

Another participant, a budget analyst with Shell, claimed that: 

 

‘...many people who depended on the union have been sacked. If you don’t belong to 
the powerful ethnic association, or if you don’t have influential contacts in Shell, the 
likelihood of losing your job or not getting your contract renewed is high’. 

 

Clearly, from the foregoing, the discriminatory segmentation of the oil 
MNC in the Nigerian labour market has had key negative knock-on 
effects on the influence of the oil and gas unions. The PENGASSAN 
secretary, Warri zone office, and the PENGASSAN Research Officer 
in the Lagos zone appeared to give conflicting responses when asked if 
they had made attempts to organise the contract workers. For the 
secretary, he argued that: 

 

‘Efforts are being made in conjunction with NUPENG, our sister union, to 
organise these “casualised” workers. We are making some small progress. We are 
liaising with other union branches in other MNCs to lobby management of Shell 
and other oil MNCs to grant us recognition to represent these groups of workers’.   

 

However, the PENGASSAN Research Officer argued that: 

 

‘Historically, these sub-contracting firms or contract workers working in the 
MNCs, which include indigenous workers as well as expatriates, have been difficult 
to unionise. The truth is that we are limited by our agreement with the MNCs to 
represent contract workers directly employed by the firm. I must also mention that I 
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am not sure that a union like NUPENG, our sister union, was really interested 
in unionising non-permanent workers in these firms. This is not because we as 
union organisers were lazy but, given the nature of employment contract in this 
sector, it is difficult or near impossible to organise them. There is really no need to 
venture into a business you know will fail from the beginning. As you know, unions 
need a stable and stationary workforce to successfully organise workers. In addition, 
NUPENG, for most of its first decade of existence, was bogged down in 
consolidating its gains against managerial shenanigans and sundry squabbles among 
its national and branch leadership. You would be surprised how easy it was to buy 
off some of these chaps, I mean union officials at the workplace level, but also how 
courageous and dedicated others can be’.  

 

It is important to reiterate that unions have failed to organise contract 
workers, partly as a result of the fact that a number of these workers 
were and are being recruited through ‘ethnic recruitment channels’. 
The allegiances of such workers are directed to the influential managers 
from their ethnic enclaves who were and are instrumental during their 
recruitment and selection exercises. John Ete from the Shell 
Community Development Unit points out that:  

 

‘These groups of employees are on the increase in Shell Nigeria’.   

 

There is a consensus among contractors in the Nigerian oil and gas 
sector that, the pursuit of flexibility, which has given rise to a large 
secondary workforce through the recruitment of workers via labour 
contractors, has been a good phenomenon for the oil sector. They 
argued that organisations have utilised the labour contracting so as to 
give the communities a greater dividend of flexibility and jobs. For 
instance, a key labour contractor of Mobil pointed out that there were 
two major reasons for firms utilising this arrangement:  

 

‘Labour contracting has been used to checkmate the influence of the local 
communities and unions. Multinationals will struggle with an effective trade union. 
This stops the effectiveness of the formal union and the communities from holding the 
firms to ransom. Everyone in the community and workers understand anyone 
recruited through the labour contractors is recruited for a short period of time. 
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Normally, the longest contract I give a labour contract staff is one year. Sometimes 
an employee can be retained for many years but what happens is that the employee 
could be transferred from one contractor to another’. 

 

Figure 10.11 – Challenges of the Trade Unions 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The diagram depicts the various challenges the oil trade unions are 
confronted with. 44% of the respondents claimed that non-recognition 
of the union by the user firm is the biggest challenge. Another 17% 
mentioned that the issues are more with the contractors and the way in 
which the contracts are drafted. 15% of the respondents believed the 
union is weak and only interested in permanent staff. 10% held that the 
government policies and regulations are not helpful. The remaining 
10% expressed indifference. 

 

The contractors pointed out that sometimes once they recruit 
employees, they hand them over to the multinationals. Once this is 
done, workers are only liable or answerable to management of the 
MNCs. On other occasions, once workers are recruited, they are still 
answerable to the management of the MNCs; however, their wages are 
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paid via the contractors who have been given a structured amount to 
pay the employee and only get a percentage for his (contractor’s) work. 
As pointed out earlier, the study of the relationship between 
contractors and management is dependent on whether the contract is a 
contract of service or a contract for service. If the contractor is 
brought for service or to offer services, he is independent (to a large 
extent) of the management of the MNCs. Note that contractors are not 
members of unions. Indeed, unions have always accused the 
contractors of connivance with the management of MNCs to make 
sure unions’ activities are kept out. For instance, in a letter to the 
permanent secretary of the Nigerian Federal Ministry of Petroleum in 
January 2011, the unions pointed out that management alongside 
contractors: 

 

‘Contrary to the Nigeria local content policy paid off Nigerian workers in the 
company, forbade the new employees from belonging to the union and introduced 
casualisation, which is modern day slavery in labour-economic relations in third 
world countries. It is also common knowledge that the Nigeria Union of Petroleum 
and Natural Gas Workers (NUPENG) and other secondary groups operating in 
the company (Shell) were not carried along and taken into confidence about the 
future existence of workers and official roles of the union’.  

 

During the interviews, contractors pointed out that they had signed a 
memorandum of understanding with the management of MNCs not to 
recognise the union. One of the contractors with Mobil put it more 
succinctly: 

 

‘The company will not even consider you once they have an inclination that you will 
allow the workers to be unionised. In fact, if your workers get unionised, you may be 
given opportunity to rectify the anomaly at the end of the contract, which is often a 
year; this you can do by getting rid of the workers who are unionised; those that the 
management does not like. You need to know that these contracts are short in 
nature, so it is easy to expunge workers that are unionised’. 

 

Unions are at a crossroads. During the recent years, they have 
experienced a steady decline in membership, political power, and 



Presentation and Analysis 

 

204 
 

prestige. Nevertheless, unions represent a significant challenge to 
human resource professionals and operating managers (Epstein, 2009). 
Even when a union is not present, proactive employee relations are 
needed to assure a productive workforce. In addition, if a company 
wants to remain non-union, additional pressures fall on employee 
relations specialists and operating managers, especially supervisors. 

 

Training and Development and Acquisition of Skills 

 

Competent employees do not remain competent forever. Skills 
deteriorate and can become obsolete (Salas et al, 2012). This is why 
organisations spend millions per year on formal training. Training 
programmes can affect work behaviour in two ways according to 
Robbin (2000). The most obvious is by directly improving the skills 
necessary for the employee to successfully complete his or her job. An 
increase in ability improves the employee’s potential to perform at a 
higher level. Of course, whether or not the potential becomes realised 
is fundamentally dependent on motivation (Lynton and Pareek, 2011). 
The second benefit from training is that it increases an employee’s self-
efficacy (Coninck et al, 2008). This is a person’s expectation that 
he/she can successfully execute the behaviours required to produce an 
outcome (Bandura, 1994). For employees, those behaviours are work 
tasks and the outcome is effective job performance. Employees with 
self-efficacy have strong expectations about their abilities to perform 
successfully in new situations. They are usually confident and expect to 
be successful (Salas et al, 2012). Thus, training is a means to positively 
affect self-efficacy because employees may be more willing to 
undertake job tasks and exert a high level of effort. 

 

From the above, it can be asserted that training and development are 
key requirements to retaining a highly skilled and talented workforce. 
In the case study organisations, respondents were asked how regularly 
they receive training, the nature of the training and duration, and who 
bears the financial implications (the contractors or the third party – 
MNCs). From the survey reports, 61% of the respondents claimed they 
are only exposed to one-two day workshops usually run in-house. 
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Another 29% claimed all they have had was the induction at the start 
of the work. It is important to mention that, on reviewing the 
questionnaires, the majority of those in this category were those who 
have spent less than a year with the organisations. Interestingly, about 
2% claimed to have had one or two overseas training courses at the 
expense of the user firm. However, on review, it was observed that all 
of those in this category had been working as contract staff for over 
eight years. The remaining 8% claimed to have only had one week of 
training. 

 

Figure 10.12 – Training and Development  

 

 

 

 

 

 

 

 

 

 

 

 

 

One of the respondents from the Information unit in Mobil claimed 
that: 

 

‘I always find it plausible to comprehend when I see the management sending our 
colleagues on permanent contract to training and leaving us out, yet they expect the 
same performance. It is crazy, but what can you do other than train yourself. I am 
now doing my MBA (at my own expense) just to remain competitive and relevant; 
whereas, I have my mate on the other side of contract who is being sponsored by the 
management’.  
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This creates a group of employees with only basic skills to carry out the 
simple tasks required in their job roles. From one of the interviews 
with a contractor from Chevron, it was revealed that the company saw: 

 

 ‘It as a drain on resources to send peripheral employees on training courses when 
you are not sure you will retain him/her. If care is not taken, you will be training 
such person(s) for your competitors’. 

 

The above resonates with one of the findings from Mordi (2007), who 
suggested that multinational organisations created a segmented 
workforce within the workplace. Peripheral employees end up using 
existing skills to improve the competitive advantage of the organisation 
while gaining little new knowledge in the process. As the attitude 
survey by PENGASSAN (2006) showed, employees on contract rated 
training as the second most significant disadvantage they had in 
comparison with their core colleagues.   

 

A contractor with Shell and Chevron supported the claim that the user 
firm is largely responsible for the training of contract staff: 

 

‘I know for sure that in Shell and Chevron, where I have my clients, their training 
concept is focused on the individual employees as they believe that all employees, 
regardless of salary grade, position or nature of contract, can benefit from quality 
training. They have four phases of training, depending on the employees’ department. 
The first includes an extensive orientation programme for new employees and on-the-
job training for those who have transferred to a new job. The second phase is 
departmental training. Hourly and management employees receive specialised courses 
that are intended to increase departmental productivity. The third phase is plant or 
facilities training. Safety training and courses for personal or professional 
development are included in this category. The final phase is corporate and outside 
training and development. It includes training and development efforts made by 
corporate offices, private consultants, and universities. These are courses that are 
more general and developmental in nature, forming the backbone of employees’ 
efforts at continuous learning’. 
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Some aspects of a firm’s approach to training and development are 
dependent on supportive institutions, an example of which is the ‘dual’ 
system of training in Germany, Edwards and Rees (2006). The roles of 
the colleges, training bodies, employers’ associations and trade unions 
in administering, monitoring and certifying the system provides crucial 
support for firm-level practices. Without these supports, firms are 
unlikely to find it feasible to operate such practices. Consistent with 
this, Dickmann’s (1999, 2003) study of German multinationals showed 
that they have been constrained in their attempts to introduce 
German-style vocational training into United Kingdom subsidiaries 
because the United Kingdom economy lacks the ‘broader business 
institutions necessary to underpin particular practices’ (Edwards and 
Ferner, 2004). Of course, some training practices, particularly those 
that are employer-led, are more diffusible, in that they are less 
dependent on a set of supportive institutions (Lynton and Pareek, 
2011). 

 

One area where such constraints are notable is in relation to practices 
designed to secure greater numerical flexibility, which may have to be 
adapted to fit the prevailing labour market traditions in each country. 
For instance, the tendency to use part time or contract workers is 
dependent on there being a pool of workers who are willing to accept 
such jobs without losing sight of the state of the economy. Other 
forms of numerical flexibility, such as annualised hours, temporary 
contracts and changes in shift patterns, have to be negotiated with 
employee representatives and a multinational’s ability to transfer them 
across its sites is clearly influenced by the attitudes and strength of 
organised labour in the countries in which it operates (Kallerberg, 
2011). However, these constraints clearly do not close off the scope of 
diffusion altogether, particularly in those countries that are relatively 
deregulated and where unions are weak, and some evidences point 
towards MNCs being able to use their power to lever change in shift 
patterns (Martinez and Weston, 1994). 

 

In reaction to how Chevron, Mobil and Shell managers are re-
evaluating skills in their Nigerian subsidiaries, the NUPENG national 
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secretary called on the Nigerian government to revoke the contracts of 
the multinational companies that refused to use Nigerian fitters and 
welders in executing their jobs. The union singled out Indian, Filipino 
and Chinese welders and fitters that were increasingly becoming 
recipients of out-sourced jobs in the oil and construction industries in 
Nigeria (NUPENG, 2010). Some have argued that it would be a 
mistake to think that core workers are necessarily the most highly 
skilled workers or the most relevantly skilled workers to a firm’s needs. 
Atkinson et al. (1984:113) argued that ‘with some exceptions, 
employers are becoming pragmatic and opportunistic, taking advantage 
of current weak unions and high level of unemployment’. Again, loose 
legal and labour policies in Nigeria are contributing to the current 
challenges as it makes it easier for employers to choose who they want 
to place in the core or peripheral segment (Okougbo, 2010).    

 

Others argue that employers will normally embrace the logic of 
flexibility, as it affords them the ability to rename or redefine core and 
peripheral skills.  It is now commonplace that skill is socially 
constructed as semi or unskilled, and may not be rewarded by the 
advantages of an internal labour market, such as pay, promotion 
prospects and other non-wage benefits. For Pollert (1987), this 
dilemma is a conceptual problem that weakens the notion of a core 
segment. She argues that the characteristics of the core segment are not 
always as fixed as commentators of the dual labour-market theories 
proffer.  

 

Working Relations among Colleagues 

 

The network of interpersonal relationships in the workplace, resulting 
from the use of flexibility is one dimension that has not been addressed 
in earlier studies and literature. In order to understand how employees 
perceive their relationships in the workplace, they were asked what the 
relationship between them and their colleagues was. This question 
revealed inherent tensions in the relationship between the contract 
staff and the permanent staff. The contract employees who responded 
had the perception of being treated as second class citizens by 
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members of the core workforce. A striking response in this regard 
came from a Shell employee from the Logistic unit:  

 

‘They (permanent staff) see us as their errand boys even though in most cases, we are 
more qualified than them; they delegate tedious and meaningless tasks that 
ordinarily are not part of our job role’. 

 

Another contract staff member of Shell furiously responded to one of 
my questions on the working relationship and said: 

 

 ‘Listen, I am not a dropout, I have 2 masters: one in MBA (Operations 
Management) and the other in Chemical Engineering. I am, however, treated like a 
steward or a beggar. My contract terms stipulate that I do all the work as a normal 
Shell worker but I am seen as a mere body part. This is only happening because the 
Nigerian government has allowed it. This causes a lot of human and work 
discontent. Some of my colleagues have taken this badly…sometime we have even 
fought physically and beaten permanent workers who have mistreated us’.  

 

 This creates problems, especially when work groups are structured 
around teams comprising core and peripheral staff, and presents a 
serious managerial challenge at line, middle and top management 
levels. Team building utilises high-interaction group activities to 
increase trust and openness among team members. The activities 
considered in team building typically include goal setting, the 
development of interpersonal relations among team members, role 
analysis to clarify each member’s role and responsibilities, and team 
process analysis (Allen, 2006). 
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Figure 10.13 – Relationship between Contract Staff and Permanent 
Staff 

 

 
 

When respondents were confronted with the cordiality of their 
relationship with permanent employees, about 81% of them agree that 
they do not have good relationship, as hostility and animosity seems to 
characterise the work environment within teams. Only about 11% 
attest to having good relationships, with about 8% stating that they 
cannot be bothered. 

 

Okafor (2007) suggests that an internally segmented workforce is to 
the employer’s advantage given the industrial and natural context. The 
fear among employers in the Nigerian oil and gas industry is the 
instability that may be caused by collective action of employees united 
in purpose to push for better employment terms and conditions. For 
example, it was revealed in this research that only core employees are 
allowed to be represented by unions. A peripheral employee’s contract, 
a copy of which was reviewed by the researcher, explicitly precludes 
them from taking part in any union activity. This is also a sore issue 
that has been campaigned against by both NUPENG and 
PENGASSAN. As a result of union pressure, contract staffs are now 
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allowed to join ‘staff associations’, which have no real bargaining 
power when it comes to terms and conditions of employment. 
Beardwell and Claydon (2010) found out that flexibility within the 
labour process poses serious implications for collective bargaining. 
Segmentation produces vulnerable groups of workers who suffer 
inferior terms and conditions of employment and have no voice or 
medium to influence management. The fact that the management of 
the MNCs have overtly made obvious the dichotomy between the 
tenured staff and the contract staff have increased mounting tension 
between the two groups of workers. One of the contract staff with 
Mobil Information Technology department mentioned that: 

 

‘It is not uncommon to find out that there is cold war within our rank and file. We 
know they don’t like us, and we also don’t really like them, especially some of them 
that see this place as their birth right. It is sad because I believe there shouldn’t be 
“them and us” when we are all supposed to be working for the same goal’. 

 

Another participant from Chevron in the security unit claimed that: 

 

‘You know fighting in an organisation premises is considered to be a gross 
misconduct act, but I will be honest with you, I have been so frustrated by some of 
them that I feel like punching them. That’s why when I have a social function, I 
don’t invite them, I only invite my fellow contract staff, they are the ones I can trust 
and discuss freely with’. 

 

There is a consensus among workers, union officials and scholars that 
the pursuit of a large secondary workforce via precarious employment 
contracts for reasons of profit or control has come with a cost 
(Kallerberg, 2011). Non-cordial relations at work have been an issue 
that has come with the high use of insecure workers (Hastings, 2012). 
Clearly, a major area of concern in organisational development is the 
dysfunctional conflict that exists between groups. Intergroup 
development seeks to change the attitudes, stereotypes, and 
perceptions that groups have of each other (Jackson, 2002). 
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There is a need for management to know that since contract staff can 
sometimes help employers to benchmark and improve their practices, 
they (contract staff) are perceived as a potential threat by the 
permanent staff. This is in line with the survey conducted in the US 
where 33% of full-time employees perceive the temporary staff as a 
threat to their own job security (Noe et al, 2003). In attempting to 
convince permanent workers that they are valued and not about to be 
replaced by contract workers, the organisation must not create a 
perception that contract workers are second class organisational 
citizens. Thus, the organisation should treat the contract workers the 
same way it treats permanent workers. 
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11 
DISCUSSIONS AND FINDINGS 

 

Discussion 
 

Labour contracting is carried out by a worker or group of workers who 
have jobs that are not of a permanent nature. Their terms of 
employment are often short but renewable, as found by this research 
study. According to the oil companies investigated, one of the reasons 
for using contract workers is to enable them focus on their core 
activities and thereby increase productivity (Interviews with a 
contractor with Mobil, 2012). In recent years, new and varied forms of 
contracts have emerged; one is the ‘direct labour’ contract, whereby an 
individual is hired as an independent contractor. This research found 
that a direct labour contract is increasingly short-term, similar to 
revolving day labour agreements. Another hiring arrangement is the 
‘contract of service’, which is not an individual contract, but an 
agreement between an oil major and a smaller company that provides 
specific technical expertise. Again, there is the ‘contract for service’ 
where individuals are engaged to provide services as spelt out in their 
employment terms. 

 

“Yellow dog” contract is another one as that explicitly requires 
employees must not join a union as a condition of employment. 

CHAPTER 
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Yellow dog contracts are common in the oil industry in Nigeria, 
despite being technically illegal (Okougbo, 2010). The most notorious 
type of contract is the “body shop” contract. In contrast to the service 
contract, the third-party company is not a technical service provider, 
but a labour broker, or a “body shop,” which simply acts as paymaster 
for a group of casual employees working on the premises of a larger oil 
company. Variations in the terminology and structure of labour 
contracting/casualisation often make it difficult to determine who 
actually employs, pays, and manages casual workers (Okougbo, 2010).  

 

A NUPENG member reported that contracting, particularly that 
which is conducted through ‘yellow dog’ and ‘body shop’ mechanisms, 
lead to a system of contracting with brokers who have no physical 
location and no equipment. ‘The oil majors set the rules, run the 
process,’ he said. ‘The contract firms are just paymasters’. The 
contracting process can be unpredictable in its constant search for new 
loopholes. The Assistant General Secretary of NUPENG in the Lagos 
office described instances where companies terminate ‘body shop’ 
contracts, keeping the contract workers on staff but bringing in new 
contract companies more to their liking to serve as the new employers. 
This buttresses the claim of many of the participants in the survey for 
this research that they have been on the job for many years and have 
only signed one contract, thereby increasing the tendency for job 
insecurity. These variations in types and scope of labour contracting 
arrangement answers the second research question, which seek to 
know the types and scope of labour contracting schemes that are 
currently in use by the MNCs and how these might have changed over 
time. The impact of labour contracting extends beyond entry-level 
positions. It also affects mid-level and technical employees. Some of 
these workers are graduates of Nigeria’s Petroleum Training Institute 
(PTI) or have been trained overseas in Europe or the United States. 
Qualified contract workers often work side-by-side with their full-time 
unionised colleagues. They have the same job descriptions and 
shoulder the same responsibilities. Their jobs range from production 
technology to drilling, to mechanical services and instrumentation. 
They also include clerical support, computer services, transport, 
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maintenance, flow station operations, fire-fighting, and shipboard 
maritime work 

 

Trade unions have fiercely resisted the proliferation of contract 
workers in the oil industry (PENGASSAN Info., April 2012). 
Violations of trade union rights are widespread in Nigeria and include: 
the intimidation of workers; refusal by employers to recognise trade 
unions; and the dismissal of workers' representatives for trade union 
activities (ITUC, 2012). An increase in contract staffing has made it 
difficult to organise workers, particularly in the oil sector (NLC, 2009). 

 

The NLC has recently been campaigning against the extensive 
entrenchment of labour contracting by both private and public 
employers. Contract workers receive little of the protections and none 
of the fringe benefits provided to permanent employees (NUPENG 
bulletin, 2012). It is difficult to estimate accurately the number of 
contract workers in the oil sector, as both unions either do not have 
the correct figure or were too ashamed to provide one, since the 
majority of those who are supposed to be their members (contract 
staff) are often denied either covertly or explicitly. There are no official 
records showing the magnitude and trends of those on contract 
employment, and oil companies do not disclose this information 
(GLG, 2011). This research found that oil companies view local 
contract workers as cheap labour, so they are often found in casual 
work. They are denied the right to unionise, have no benefits or 
entitlements and their employment terms can be ambiguous, as 
corroborated by the findings of Ogbeifun (2004), Fajana (2005), 
Okafor (2007) Mordi (2007) Mordi and Mmieh (2009), Ariweriokuma 
(2009), the ILO (2010) and the ITUC (2012). 

 

Oil and gas unions have stepped up efforts to advocate for the 
enforcement of laws on labour contracting. They have also become 
more aggressive in organising contract workers. Since many contract 
workers in the oil and gas industry work alongside union colleagues, 
increased hostility and tension were found in the course of this 
research. The two unions, NUPENG and PENGASSAN, claimed to 
have begun monitoring the employment terms (NUPENG bulletin, 



Discussions and Findings 

 

216 
 

2012). According to the Nigerian employment law, if 50% or more of 
non-union employees ask to join NUPENG or PENGASSAN, the 
unions can then set up a committee to begin negotiations with the 
employer (Agomo, 2011).This research found that this has not really 
happened as the process often gets bogged down in legal details. The 
MNCs often shift bargaining responsibility from one sub-contractor to 
another, delay negotiations, try to pit unions against one another, or 
even resort to physical attacks (Agomo, 2012). However, unions are 
increasingly willing to “go to the mat” on the issue of freedom of 
association for contract workers. This has a direct bearing with the 
research question five dealing with the implications of increased labour 
contracting for the representation and rights of workers. 

 

In each emerging trend, oil workers and their unions play a central role 
or have the potential to lend their strength to community and civil 
society efforts to bring about positive change. NUPENG and 
PENGASSAN have long supported democracy and transparency, and 
now must hold the line in support of decent work in the oil sector. 
What remains unclear is the likely impact of these emerging trends on 
what has become a standard operating procedure in the oil industry—
the increased use of labour contracting and its downward pressure on 
wages, benefits, job security, career mobility, employment relations, 
democratic freedom of association, and community dialogue.  

 

As the corporate use of the labour contracting business model 
increases, its potential to deepen the divide between workers and 
communities becomes more corrosive. Oil unions will no doubt 
continue their aggressive efforts to stop labour contracting through 
collective action, but the most complex challenge for these unions will 
be to turn the battle against labour contracting into a movement for 
redeeming the original promise of meeting members’ expectations. 
How the oil unions go about this remains to be seen, but it is clear that 
their efforts to counter labour contracting are directly tied to their 
long-term capacity to bring social change in the country. 

 

Success will largely be measured by the oil unions’ ability to ensure that 
new oil sector jobs have good pay, job security, health benefits, training 
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and development, job satisfaction and the pension benefits that oil 
workers deserve, irrespective of the nature of contract. The rule of law 
should be advanced, not only by promoting labour law enforcement, 
but also by helping communities hold government leaders accountable, 
by using their broad political strength to bridge the economic gap 
between those on the inside of Nigeria’s oil economy and the many 
clamouring for work on the outside, by calling for higher wages, formal 
job creation, access to healthcare and education, and the freedom to 
join trade unions.  

 

Until the cause of workers’ rights is fought among and for a broader 
audience, oil workers in Nigeria will continue to find themselves 
isolated in their attempts to counter the degradation of work. 
Observations that are commonly made are attributed to the following 
instances: where employers cannot see contract  employees as co-pilots 
in the quest for the attainment of organisational objectives;  where 
employers do not believe that what it wants and what contract 
employees want are identical and harmonisable; where employers see 
contract employees only as the cost of production which must be 
eliminated wherever possible; where employers allow contract 
employees (“rank and file”) to see fear, distrust, suspicion, insecurity 
and the love of secrecy as a norm in the organisation; where employers 
are afraid of losing their prerogative if it gets contract employees 
involved in the solution to organisational challenges; where employers 
feel insecure if contract employees have excellent knowledge of the 
organisation issues, and could offer exceptional solutions; where 
employers naïvely believe that there are certain facts about the 
organisation that the contract employees do not need to know;  and 
where employers do not factor contract employee’s concerns as an 
organisation concern (Edwards, 1979; Clark, 2001; Eppeh, 2001; 
Mordi, 2008; Barrientos, 2011).  

 

On the other hand, the employees need to change their mentality and 
orientation about their employer being responsible for the challenges 
confronting the Nigerian economy. The MNCs should be appreciated 
as investors, with clear objectives to maximise profit. They should be 
encouraged and appreciated as job creators, and it should be 
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understood that they cannot solve all the economic problems of the 
country. The contract employees must understand that their contract 
terms and conditions are unequivocal in most cases and clearly spell 
out what their working terms and conditions are; all of which they 
should accept. Thus, an attempt to change the rules in the middle of 
the game will not be in the interest of anyone. They should, therefore, 
stop claiming marginalisation and discrimination, when they are aware 
of the terms from the onset. 

 
In the same vein, some union leaders and members are found to often 
misconstrue information and are unable to separate their roles and 
obligations as union leaders from their primary work obligations as 
employees and subordinates. Primary job and employment careers 
need to be consistently upheld diligently, even in the case of union 
representatives. It is felt that few unionists hold the notion that the 
union platform could be used to settle scores or undermine official 
assignments. The foregoing deals with the issues of labour contractors 
and contracted employees’ perception in the contracting arrangement 
as posed in the research question four. 

 
In addition, the issue of slow responses or inaction of monitoring and 
regulatory institutions often makes employers and organised labour 
accuse the umpire (the government) of ineffectiveness, bias and 
compromise in its intervention, mediation and conciliation role. The 
regulatory institutions need to remedy this formed impression as a key 
catalyst for the much desired industrial harmony. The Nigerian oil and 
gas operation is crucial to the survival, growth and development of the 
Nigerian nation; hence, the situation calls for the entrenchment of 
social dialogue instruments as a means of facilitating true partnerships 
and cooperation that can engender stable industrial serenity (Ajayi, 
2011). 

 

So much may not be appreciated on the efficacy of social dialogue as 
an antidote that can be aptly applied when dealing with the issues and 
differences that often trigger costly industrial conflicts and disputes; 
particularly in the oil and gas sector, which is the life-blood of the 
Nigeria economy. The Nigerian public are weary, as most issues that 
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could have been amicably resolved are being allowed to degenerate 
into major industrial crises with attendant impacts on oil and gas 
production and exports, as well as on the petroleum products’ supply 
and distribution chain. The application of social dialogue mechanisms 
among Industrial Relation (IR) partners in Nigeria, which is more of a 
novelty, connotes the replacement of the term ‘unions and employers’ 
with the term ‘social partners’. They should be prepared for concerted 
discussions of issues affecting work, the workplace and work-life on a 
level playing ground, in a free, voluntary and congenial manner, 
committed to keeping faith with mutually agreed resolution, mindful of 
the interests and the stakes if common ground and understanding is 
not earnestly reached or defied.  

 

The dynamic nature of social partnering is having appreciative impact 
today on organisations, communities, and social and political 
associations (Ajayi, 2011). It has become a formidable strategy for 
inculcating in stakeholders (that is, facilitating and strengthening) the 
culture of negotiation, consultation, collaboration, cooperation, and co-
determination of issues of common interest, with a view to finding 
‘common ground’ that would fairly and equitably represent and 
accommodate the interest of everyone (Momoh, 2010). It is 
noteworthy that industrial relations partners in Nigeria are yet to face 
reality in aligning with global best practices in industrial relations within 
an industry whose operations are strictly driven by international codes 
and procedures.  

 

The oil industry has lost time as operations have been disrupted by 
avoidable labour actions. In view of the importance of the oil sector to 
the nation’s economy, proactive, rational and responsible engagement 
among social partners are crucial. Social dialogue does not amount to 
weakness, rather it allows for ease of communication and information 
flow, industrial participation, effective consultation and joint 
responsibility. It equally promotes collective target settings.  
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Conclusions  
 

Whereas downsizing has been a popular method for reducing a labour 
surplus, hiring temporary workers and labour contracting has been the 
most widespread means of eliminating a labour shortage. Contract 
employment may afford firms the flexibility needed to operate 
efficiently in the face of swings in the demand for goods and services. 
Again, the use of contract workers frees the firm from many 
administrative tasks and financial burdens associated with being 
‘employer of record’ (Belous, 1990). It is equally hoped that contract 
workers with little experience of the host firm will bring an objective 
perspective to the organisation’s problems and procedures that is 
sometimes valuable. This is in addition to the fact that a contract 
worker may have a great deal of experience in other firms, which can 
sometimes be used to identify solutions to the user firm’s problems 
that were confronted in a different firm. 

 

This chapter has examined labour contracting in the Nigerian oil and 
gas sector. The focus of the chapter was an examination of the labour 
policies and practices of multinational firms in their Nigerian oil and 
gas subsidiaries. It attempted, in particular, to critically examine the 
nature of labour contracting, how and why it is used and the 
implications of MNCs using such labour policies and practices in 
managing Nigerian workers in MNCs operating in the Nigerian 
petroleum sector. The study shed light on labour contracting 
arrangements and emerging employment relationships, as well as 
tensions between workplace actors.  Elements discussed include an 
examination of the types and scope of labour contracting schemes 
currently in use, an evaluation of the labour contractors’ perception of 
labour contracting arrangements and the implications of increased 
labour contracting for the representation and rights of workers. 
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12 
IMPLICATIONS OF FINDINGS, 

RECOMMENDATIONS AND 
CONCLUSION 

 

Introduction 
 
This chapter summarises the entire work and goes further to analyse 
the implications of the findings as explained in the preceding chapter 
wherein information/data obtained from the survey and interviews 
conducted have been codified and interpreted. It is hoped that pin-
pointing such implications will be useful in making recommendations. 
The third section make some recommendations taking into account the 
significant role of the oil sector in the Nigerian economy, while at the 
same time understanding the peculiarity of the precariousness of the 
employment contracts that most of the workers in the sector are 
subjected to. The recommendations will be useful to assist the growth 
and development of the economy at large, and at the same time 
minimise the incessant face-off between the management of the oil 
multinationals and the union on one hand, and the relationship 
between the permanent and contracted labour working in the same 
firm amidst tension and hostility on the other hand. This chapter 

CHAPTER 
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stresses the contributions of this research to the body of knowledge 
and academic literatures in the field of International Human Resource 
Management, especially as it relates to Multinational Corporations’ 
management of labour relations. Before concluding, suggestions for 
future studies are made for interested researchers and scholars to 
explore.  
 

Summary 
 
The thesis examines the labour policies and practices of oil 
multinational organisations in their Nigerian oil and gas subsidiaries. It 
particularly attempts to critically examine the nature of labour 
contracting, why it is used and the implications on multinational 
corporations (MNCs) using such policies and practices in managing 
Nigerian oil workers in the Nigerian petroleum sector. With the use of 
empirical and analytical lenses, an attempt was made to understand 
labour contracting arrangements, and the resultant effects on 
employment relations among work place actors.  
 
The export of labour relations by oil multinationals was considered to 
be abnormal and an aberration of the traditional labour practices in 
Nigeria. This was believed to have wreaked havoc on job security and 
job satisfaction that used to be the hallmark of the oil industry. The 
policy introduced labour contracting which was widely believed to be 
characterised with all sorts of negative employment practices. There 
were agitations and protests against the policy by different sections of 
the country, but was essentially championed by the labour unions. It 
nevertheless gained ground and got a phenomenal boost with the 
effect of globalisation, which entrenched outsourcing, downsizing, 
right sizing, backward integration, redundancies, flexibility of 
employment, and contract staffing, among other factors. The 
contracting out of jobs, which was perceived by some companies not 
to be directly linked with the core production line, became a paradigm 
shift from the core values and was therefore considered a cankerworm 
in labour relations practices in the oil sector. As a result, the trade 
unions and their members were constrained and forced to agree to 
either salvation wages that come to the contracted workers or reduce 
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the number of existing workforce in the name of flexibility. The 
concession bargaining is therefore the manifestation of change in the 
economic circumstances of the employers on one hand, and the 
employment status of workers on the other.  
 
This study is important, as oil revenue is the main sustenance of the 
Nigerian economy, and the Nigerian oil industry is heavily dominated 
by multinational corporations (MNCs) whose recruitment and 
selection are assigned to different levels of management. There are, 
however, alleged disparities in the conditions of service, including 
remuneration, benefits, and career prospects between contract workers 
and permanent workers. This often heightens tensions and creates 
insecurity within the working environment (Okougbo, 2010). The 
situation was unchecked as a result of deficient labour regulations and 
the absence of effective implementation structures, as well as other 
wider issues relating to the Nigerian polity. These issues have been 
highlighted by the various government functionaries in Nigeria, while 
the oil trade unions see it as a social phenomenon and a hydra-headed 
monster in labour relations.  
 
The literature for the study has been built on the theories of labour 
market segmentation and flexibility. To understand the nature of 
labour contracting and the implications of using such policies, the 
study pays particular attention to the tendency of employers to use 
labour market segmentation and flexibility as a means to strengthen 
and sustain influence and retain command of the workforce through 
structured divisions in the labour market. This research identifies the 
nature of work employment relations, and examines the notions of 
employer control and its implications for the constitution of the 
internal labour market. Again, the study explores flexibility and related 
manifestations, such as functional and numerical flexibilities.  
 
The methodology of the work is qualitative in nature and is driven by a 
subjective philosophy. The ontological assumption that drives it is a 
social constructionist one. This makes it possible to study and 
understand the details of situations so as to appreciate the reality of the 
workings behind them (Creswell, 2012). The respondents/employees 
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affected have placed different meanings on their perception of what 
labour contracting is all about. Such interpretations have been a direct 
response to their social environment, and as such vary from one 
individual to another. According to Saunders et al (2009), the use of 
interviews is most advantageous when the study includes both 
exploration and explanation. In the context of this research, 
questionnaires and semi-structured interview techniques were used to 
collect information. As observed by Bryman and Bell (2012), 
qualitative interviewing places more interest on the interviewee’s point 
of view and permits the researcher to ask more complex, open-ended, 
and follow-up questions which is not possible with some other forms 
of data collection. It also takes account of the atmosphere of the 
setting investigated, which includes verbal and non-verbal 
communications such as the attitude and behaviour of the interviewee 
(Patton, 2002; Collis and Hussey, 2003, Yin, 2009). The creation of a 
case study database was utilised in order to organise and document the 
data collected by the researcher, which enhanced reliability of the 
study.  The target population for the study, therefore, was all of the 
randomly selected contract workers of three MNCs, Mobil, Shell and 
Chevron, the contractors of the user firms, and the two trade unions – 
NUPENG and PENGASSAN. 
 
The research found that there are two broad types of contractors in the 
Nigerian oil sector, that is, those with a contract of service and those 
with a contract for service. When a contractor is directly recruited 
under the contract of service, it is usually performed by the MNCs 
communicating directly in writing and stipulating that the multinational 
firm agrees to employ the contracted labour as an employee, while the 
other person agrees to serve the employer as an employee. Note as well 
that, these contractors are often recruited directly by the MNCs. 
Empirically, the study found that the introduction of contractors to the 
oil industry as employers of labour has heightened tension among work 
place actors as the traditional values of employment practices in the 
system appear to have disappeared. This has not promoted a 
harmonious working relationship.  
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Other findings from this research include: the challenges that come 
with the entry point (recruitment); pronounced disparities in the 
remuneration packages between contract staff and permanent 
employees; and an increase in the precarious nature of job security 
which was traditionally guaranteed, leading to a decline in the 
commitment to work. Again, there were avoidable industrial relation 
problems, mainly incessant strike actions championed by oil trade 
unions; a progressive depletion in the unions’ membership and 
perpetual loss of revenue (union dues); a lack of job training and 
human capital development; and an utter disregard for labour laws by 
management, especially those laws which stipulate the need to confirm 
the appointment of a contract worker after three months in 
employment. The study further found that conditions of service which 
include incentives and fringe benefits given to contract staff and 
permanent employees are major issues, as the permanent staff 
members are provided the incentives without management 
consideration for contract staff. This again has made job satisfaction 
impossible for contract staff and there was no motivation towards 
doing their jobs. The research evidently highlighted inadequate safety 
measures and protection for contract workers; career immobility and 
lack of prospects, and lastly, undue pressure and a lack of dignity for 
contract staff. These inequalities with regard to contract workers when 
juxtaposed with their counter-parts in permanent employment are 
common factors among all of the MNCs investigated, although the 
degree to which the exploitative tendencies are entrenched vary from 
one organisation to another. 
 

Implications of the Findings 
 
It is obvious from the preceding chapters that the subject of 
employment relations is a big issue in Nigeria, which is somewhat 
different from what is obtainable in other parts of the world. The 
lingering challenges as identified in the analyses so far include 
employees’ working conditions, job security, activities of the trade 
unions, remuneration, justice, fairness and equity, and the enforcement 
of necessary laws. As argued by Onyejeli (2011), employment law in 
Nigeria is more favourable to the employer than it is to the employees. 
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This is because, more often than not, employees are perceived as 
‘capital resources’ instead of being seen as ‘human resources’; thus very 
little or no respect is accorded to them. The efforts of the unions to 
fight this course have again been met with stiff opposition from the 
unfriendly atmosphere in which the unions are made to operate, 
thereby reducing their effectiveness (Fajana, 2011). The precariousness 
of the situation is worse with contracted labourers, who are seen as 
second class workers in their place of work, especially by their 
colleagues with whom they do the same jobs.  
 
Existing literature on labour contracting and related subjects tend to 
primarily argue that cost saving is the primary motive behind its usage 
(Hall, 2000). It is, however, argued that this should not be accepted in a 
blanket manner, as organisations that adopt the approach could be 
utilising it strategically. This argument will suffice in the Nigerian oil 
sector, where indigenous and local inhabitants are often accused of 
sabotage, kidnapping and the mindless killing of oil workers, especially 
expatriates (Mordi and Mmieh, 2009). Thus, the MNCs could save lots 
of money through labour contracting and could have lesser accusing 
fingers pointed at them as they now employ the services of contractors 
who are often from within the community (Okougbo, 2010).  
 
Again, the MNCs will be saving money by benefitting from the 
competition among the labour contractors, as they will always go for a 
more cost effective organisation, hopefully without compromising 
quality and set standards. This could ensure market discipline through 
healthy competition and the possibility of benchmarking. It must 
however be mentioned that the argument in support of labour 
contracting while saving costs could be debunked against the backdrop 
of what Hall (2000) called ‘transaction costs’. It was argued that the 
costs that were incidental to building the contract such as advertising, 
requesting for tender, contract drafting, administrative costs, spending 
executive times, negotiation and all other paperwork are expensive and 
costly for an organisation. 
 
Another implication of the use of labour contracting by the MNCs is 
the challenges of understanding host country culture and the ability to 
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deal with this. The MNCs stands to benefit from the insider knowledge 
of the contractors who are likely to know more about the ethnic and 
cultural issues of the locals. However, we must not lose sight of the 
fact that this comes with a price, as argued by Barrientos (2011), who 
stated that employees that are subjected to this type of employment 
arrangement tend to have dual loyalty. This is because they attempt to 
please both the contractors that hold the ace of renewing their contract 
and their direct manager or supervisor (user firm) who could 
recommend them for permanent employment. This could potentially 
lead to conflicting commitments and role ambiguity as the user firms 
and the contractors may have different views on the expectation from 
the workers in question. 
 
Labour contracting could also be used as an instrument of change 
deliberately put in place to enhance productivity and improve 
performance. The problem with this, however, is that the contracted 
employees tend to put in all of their efforts so as to impress the user 
firm in the hope that such effort could lead to being offered permanent 
employment, as evidenced from the interview conducted in this 
research. This could lead to more stress, as well as the dashing of hope, 
and could become counter-productive, as the disappointment that may 
result could lead to poor commitment and an increase in labour 
turnover. Van Dyne and Ang (1998) posited that contract workers are 
reduced to those engaged in ‘transactional psychological contracts’, 
whereas their counterparts on permanent employment enjoy ‘relational 
psychological contracts’. The former means working purely based on 
assigned tasks, thus having less engagement with the organisation 
without necessarily developing any ‘organisational citizenship 
behaviour’. The contrasting view is a ‘relational psychological contract’, 
in which the permanent workers benefit from job security, job 
mobility, and effective and regular training that comes with all sorts of 
benefits (Kallerberg, 2011). 
 
There is no way of saying that the problems associated with the use of 
contract staff go beyond those mentioned so far. They are perpetually 
under the administrative control of the contractors and are often 
denied essential incentives like promotion, training and development 
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opportunities and a tendency for job mobility. This is consistent with 
the findings of Broschak and Davis-Blake (2006), who held that 
workers in this category are berated with lower employment status, and 
may suffer poor work experience as a result, particularly when 
compared with those on permanent employment. The findings of this 
research on the contempt with which contract workers in the Nigerian 
oil MNCs are confronted with is in accordance with some other studies 
on temporary work arrangements, in which workers in this category are 
despicably treated and given different unprintable names (Rogers 1995; 
Davis-Blake and Broschak 2000; Davis-Blake and Block, 2008; Mordi 
and Mmieh, 2009; and Kallerberg, 2011). Their researches pointed to 
the fact that this tends to provoke negative behaviour and attitudes 
towards the permanent workers. 
 
Another finding of this research that is fundamental is the inherent 
tension and unspoken conflicts between the permanent staff and the 
contract staff. These tensions and conflicts can be multivariate, as they 
are partly caused by the user firms and sometimes by the permanent 
staff who tend to be larger than life. Some of the user firms segregate 
by denying and excluding contract workers from benefitting from the 
use of the staff bus, access to the same entrance door, or eating in the 
same canteen, as lamented by the Mobil staff. This is further 
aggravated by the fact that contract staff members are not entitled to 
annual appraisals and the resultant rewards that comes with positive 
performance appraisals. This is because their contract is short-lived, 
and by the time an appraisal is due, their contract is equally due to 
come to an end. Again, the mannerisms with which the contract staffs 
are treated by their colleagues on the other line of employment 
heighten tension.  
 
Contract workers often claimed that they were ordered about and 
subjected to more stringent supervision than normal; which is in line 
with the findings of Coe and Jordhus-Lier (2010). This is often 
perceived as an avoidable nuisance, as the extent of marginalisation 
gets more pronounced (Piercherit, 2009; Willis, 2009). This social 
isolation will obviously not promote a healthy working environment 
and is incapable of ensuring the harmonious working relations among 
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colleagues which are required by organisations to achieve any set 
objective. Again, such negative behaviour will dampen the morale of 
the contract staff and reduce the trust they have for the organisation 
(Rasmussen, 2010). This same position was alluded to by Watson 
(2000: 22-23), who said that using contract labour is capable of 
increasing ‘the fear of job insecurity, a tendency for oppression and 
possible victimisation of those who raise objection to user firms’ 
positions and a reduction in morale on the ‘shop floor’. 
 
This research has also indicated that contract workers are generally 
confronted with poor job satisfaction, poor remuneration, poor 
incentives, restricted union representation, and are often exposed to 
occupational hazards. They are largely dissatisfied, not because they do 
not foresee the intervening problems that come with such 
employment, but because they take such jobs borne out of necessity, as 
evidenced from the survey and interviews conducted in this research. 
This is similar to the findings of Storrie (2002) in his study on 
temporary agency work in the European Union. The findings show 
that taking to such employment does not guarantee that employees in 
this category will get permanent employment either in the short- or 
long-term. As indicated in this research, even though some contract 
workers tend to put in all of their efforts while trying to impress their 
managers in the user firms, they are rarely converted into full-time 
employment. 
 
Another issue that has played out in this research is the position of the 
Nigerian government, as it relates to the institutional and legal 
framework on employment. There are a number of employment 
regulations and policy pronouncements on labour contracting, and 
most of these laws frown at the existing practices (NLC, 2009; 
Okougbo, 2010; and Fajana 2011). The unfortunate thing, however, is 
that the law seems to merely exist on paper. They are not implemented. 
A good example is the one that forbids any organisation from placing 
anyone on contract for more than three months. The law compels an 
organisation to give full time jobs and make permanent any 
employment contract that spans beyond three months. This has never 
been the case, and the affected parties do not have the financial muscle 
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to go into litigation, as simple cases could drag on for years. However, 
should the job be lost, the means of survival might as well come to an 
abrupt end, as there is no welfare package for the unemployed in 
Nigeria. 
 
The trade unions, PENGASSAN and NUPENG, parade themselves as 
the vanguard of truth and army of courage for the voiceless and those 
contract workers thrown into the murky water of precarious and 
psychological employment contracts. At its National Administrative 
Council (NAC) Session in June 2010, NUPENG reviewed the practice 
of casualisation and contract staffing and concluded that the practices 
have become an endemic phenomenon in the oil and gas industry.  It 
stated inter alia that ‘the multinational oil companies, the Nigeria 
Liquefied Natural Gas (NLNG) and all the companies in the oil and 
gas industry have virtually contracted out their core job positions in the 
guise of outsourcing to labour and service contractors; without these 
contractors giving the contract workers job security and conditions of 
service’.  
 
The efforts of the leadership of the union to negotiate a Collective 
Bargaining Agreement (CBA) for the Labour and Service Contract 
workers in the industry and to implement all signed 
communiqués/agreements with stakeholders in the industry have been 
‘frustrated by the management of Shell Petroleum Development 
Company Limited and Mobil Producing Nigeria Unlimited, while only 
Nigeria Agip Oil Corporation, Total Exploration & Production Nigeria 
Limited and Chevron Nigeria Limited have encouraged the formation 
of Contractors Fora for the purpose of negotiation as best practice’ 
(Okougbo, 2010: 23). In this sense, the power of the trade union is 
questioned, unlike that which is observed in some other parts of the 
world like Norway, where the unions are powerful and the use of 
contract labour is less pronounced as a result (Gooderham and 
Nordhaug, 1997). It is uncertain whether or not the weaknesses 
observed in exercising unions’ power is due to its creation by the 
government or whether the challenge is more institutional and 
systemic.  
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It is safe to summarise that labour contracting is well-entrenched in 
different parts of the world, ranging from the developed countries and 
the Newly Industrialised Economies (NIEs) to the developing nations 
of the world. While it could be strategic and rewarding, it comes with a 
baggage of challenges that makes its advantages more questionable. 
Thus, if the primary objectives of every corporation like those studied 
in this research are profit maximisation and satisfying stakeholders, 
where employees are included irrespective of colouration and 
appellations, it will be ideal for the user firms (the MNCs) to 
accommodate the interest of the contract staff, promote healthy work 
relations, boost their morale, increase trust, ensure the needed training 
and guarantee job mobility and job security. All of these are capable of 
leading to the attainment of organisations’ overall strategic objectives 
(Prahalad and Hamel, 1990; Casalle, 2011; Biswas, 2012).  
 

Recommendations 
 
Since corporate strategy needs to cater for the aspirations of all 
stakeholders, the need for a balanced human talent mix will be 
essential. Thus, efficient human resources planning should ensure that 
corporate strategies fulfil employment needs. The human resources 
department should be involved in career planning and development 
exercise for all employees, irrespective of the nature of the 
employment contract. Again, line managers should be encouraged to 
assist staff with career planning and opportunities because leaving this 
to operating managers may not produce the desired outcomes. 
 
The MNCs in the Nigerian oil sector can further achieve their 
objectives when effective compensation plans are put into place. It can 
serve as a veritable tool to gain, sustain, and even retain valued staff 
(Salas, 2012). This is capable of improving productivity, but should an 
organisation get complacent of this, it may result in increased 
absenteeism, low productivity, high labour turnover, increased job 
dissatisfaction, increased tension and an inability to meet targets and 
achieve overall strategic goals (Biswas, 2012). Therefore, for a 
comprehensive compensation plan, wages and salaries need to be 
equitable within the system; this is more so as the relative worth of 
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tasks can be determined through approved job evaluation techniques. 
While it may be fair to say that a number of factors determine wage 
and salary rates, such as the approved minimum wage, strategic 
objective of the organisation, the influence of the trade unions, existing 
compensation policies and practices, government regulations, and 
employees productivity; it is important to note that a holistic view must 
be given to the issue of compensation (Pilbeam and Corbridge, 2010). 
 
The success of the MNCs will require an efficient and effective strategy 
that accommodates the use of incentives and gain-sharing tools that are 
capable of boosting employees’ morale. It is hoped that such 
compensation and performance can be linked through incentive 
systems that reward performance and not the status of employment or 
nature of the contract. As held by Werther and Davis (1996). 
gainsharing is applicable to a group of employees rather than individual 
employees. Therefore, when a sense of common destiny is created, 
employees will feel they have a shared fate and that they need to 
cooperate and work together as a team rather than promoting 
unhealthy competition. This suggestion is not blind to the complexity 
that comes with the administration of incentives. Just as with any 
control system, there must be established standards and objective 
means of measuring results. Literatures have shown that for many jobs, 
the standards and measures are expensive and can be imprecise; with 
the implication of promoting inequitable incentive systems. It is hoped 
that such provisions of benefits and security by the government will 
give employees a choice rather than the present ‘forced’ ‘psychological’ 
and precarious employment contracts. 
 
The government is expected to live up to expectations by providing 
Nigerian workers with both financial and physical security. Financial 
security can come in the form of social security, unemployment 
benefits, the provision of medical facilities, and the development of 
infrastructural amenities as in developed countries and most oil 
producing nations. Such social security will provide a reliable income at 
retirement or take care of any unforeseen disability. Again, it can assist 
the family of a deceased worker and a survivor’s annuity under some 
conditions can be guaranteed. This is capable of improving the 
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employment conditions and the nature of contract that Nigerian 
workers are subjected to. The government should also ensure the 
implementation of many of the existing laws as they are good enough 
to prevent the present situation of precarious employment conditions 
by treating violations with the seriousness they deserve. 
 
Since the policies and practices of human resources department 
influences employee motivation and job satisfaction, efforts should be 
put in place to ensure a health and safety programme that makes 
contract workers comfortable and guarantees a greater sense of safety 
from work-related injuries and hazards. This could help in gauging the 
motivation and satisfaction of the contract workers as it serves as a 
feedback mechanism on employees’ quality of work life, and possibly 
strengthens the relationship between the contract staff, the contractors 
and the user firms.  
 
The growing diversity of the workforce and the increased globalisation 
of many companies’ present unique employee relations challenges 
(Harzing and Pinnington, 2011). Organisational policies and practices 
could be modified to accommodate the reality of the host country’s 
cultural values and economic reality. A blanket policy of the oil MNCs 
operating in the global markets may conflict with laws and cultures, as 
explained in the previous chapters. Thus, employees’ relations are 
strained by perceptions of discriminatory practices which have been an 
issue in the Nigerian oil sector, especially when viewed from the lenses 
of contract employment. 
 
The quality of work-life efforts should be a systematic attempt by the 
oil MNCs to give contract employees more opportunities to impact the 
way they carry out their tasks and contribute to the organisation’s 
overall wellbeing. Such efforts are no substitute for sound employee 
relations, as effective employee relations can provide an improved 
quality of work life through employee empowerment (Archibald, 
2009). There are other interventions that are capable of improving the 
feelings of contract workers as it relates to their quality of work life. 
Team building and other quality of work life approaches need to have 
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top management sponsorship and support to suit the organisation’s 
need and culture. 
 
Though, the oil unions have suffered some setbacks in the recent past, 
it nevertheless, the unions represent a significant challenge to the 
management. At the employers’ level, compliance with labour laws, 
contract provisions, and past practices limit managers’ flexibility. Even 
when a union is not present, proactive employee relations are needed 
to assure a productive employee. However, there are many dispute 
resolution approaches in place whenever one arises. In order to 
prevent complaints from erupting into strikes, they are often after the 
fact measures. Time and money are lost whenever this happens, and 
even those who appear to be victorious lose unquantifiable resources 
in the process. Thus, to avoid this, labour-management should 
encourage greater cooperation that guarantees better employment 
stability. However, via such cooperation, both parties can replace 
reactive measures with proactive ones. Proactive efforts will benefit the 
unions and the organisations by saving them time and money. The 
savings can mean higher profits for the employer and better contracts 
for the union. 
 
Union leaders need to foster equilibrium and harmony on varied issues 
of interests. Such issues may be formal or informal. It may include 
other extraneous issues. Social partnering strengthening is the reason 
for social dialogue, and it will foster confidence building and workplace 
cohesion. In conflict or dispute situation, social dialogue can assist the 
aggrieved and the responding parties to find grounds for engagement, 
address the issues at stake and reach common understanding. In that 
way, disputes can be resolved. Social dialogue recognises that social 
partners have to concertedly agree to cooperate or share each other’s 
viewpoint, idea, proposal, knowledge and experience which could be of 
greater advantage to enhancing working pact, goal accomplishment, 
quality of work, and quality of work-life, among others. In social 
dialogue, parties are to be persuaded by superior logic and swaying 
characteristics without undue influence. Parties must be well informed 
and be given space to weigh their choices before making commitment. 
This will promote consensus building and democratic involvement 
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among the main stakeholders. Successful social dialogue structures and 
processes have the potential to resolve important economic and social 
issues, encourage good governance, advance social and industrial peace 
and stability and boost economic progress.  
 
Operationally, the human resources department should seek sound 
employee relations through effective practices and be complemented 
by labour relations. This will potentially minimise restrictions on 
management through diligent negotiations and fair administration of 
the union contract. An effective human resource policy should provide 
the best stance for meeting the challenges of contract staff, unions, and 
government involvement. Specifically, human resource departments 
need to carefully design jobs that are satisfactory to workers, develop 
plans that minimise layoffs, establish fair, meaningful objective 
standards of individual performance, train workers and manage 
expectations irrespective of the employees’ nature of contract, and 
evaluate and reward behaviour on the basis of performance. 
 

Managerial Relevance and Contributions to Knowledge 
 
A number of studies (Saloniemi and Zeytinoglu, 2005; Anugwom 
2007)  have been carried out on the use of labour segmentation and 
flexibility in the global oil and gas industry. For instance, Saloniemi and 
Zeytinoglu (2005) focused on how managerial control is achieved 
through the use of flexibility in the Canadian and Finnish work 
environments. Most of the research on the Nigerian oil industry used 
political economy tools to examine the relationship between the oil 
companies and their host communities; the Nigerian political system 
and the oil industry; and employment relations in the Nigerian oil 
industry. For instance, Okafor (2007) focused on how casualisation in 
the Nigerian oil sector is fuelled by globalisation and the capitalist 
business ethic. In the same vein, Anugwom (2007) examined the 
influence of globalisation on labour utilisation in Nigeria; while 
Kupolokun (2007) looked into how to consolidate the gains from the 
oil and gas industry in Nigeria. Mordi (2007) explored the implications 
of flexibility and labour market segmentation for industrial relations in 
Shell; while Mordi and Mmieh (2009) examined the notion of divided 
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labour and divided in-firm in the Nigerian petroleum sector. Finally, 
Ariweriokuma (2009) had political economy perspectives on oil and gas 
in Africa, with specific attention on Nigeria.  
 
These studies, like others on the Nigerian oil industry, often use 
macro-level analysis in that they mainly focus on the Nigerian socio-
political and economic landscape, the labour market of the oil industry 
and industrial relations issues and practices arising from there. This 
work draws on these studies and other extant literatures to examine the 
dynamics of social relations of production of labour contracting among 
three oil multinational corporations in Nigeria. The study recognises 
the wider picture posed by the practice but seeks to understand the 
implications for the effective management of people within the 
Nigerian context where employees do not have the same level of 
legislative protection, as is the case with most Western societies. The 
focus of this work therefore is the employees. 
 
This thesis is useful for policy makers as it could sensitise the 
government in addressing issues surrounding the violation of 
employment laws, and ensure the provision of decent work, 
community partnership, and social development; as key elements 
central to an efficient petroleum law in the country. Since Nigerian 
democracy is a nascent one, wide consultation and holistic inputs are 
critical to participatory democracy. Thus, this study will jolt the 
consciousness of policy makers to the unfairness and exclusionary 
tendencies prevalent, and stop ignoring the demands of the unions and 
contract oil workers as key stakeholders. It could go a long way in 
avoiding incessant disputes, misunderstandings, vandalism and 
unlawful killings of unarmed individuals.  
 
It is obvious from this research that there is a wide condemnation by 
the oil unions and the contract workers of the fragrant abuse of extant 
labour laws entrenched through the unrestrained use of labour 
contracting. Thus, the need for the harmonization of remuneration for 
all employees under the direct supervision of the principals (user firms) 
could be encouraged. Employers of labour could be encouraged for 
systematic and continuous conversion of contract workers into 
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permanent employment. It is imperative to design a workable panacea 
to managing the inherent tensions between permanent and contract 
workers for harmonious working environment that guarantees the 
achievement of the organisations’ strategic visions.  
 
The thesis will also help the union to devise alternative means of 
negotiating and protecting the interest of contract workers having 
realized the impression they (contract workers) have about them. A 
sense of belonging must constantly be re-assured by the union to 
increase the hopes of this category of workers on the unions as reliable 
entities. Also, the TUC, NLC, PENGASSAN and NUPENG should 
see themselves as strategic partners with cognate knowledge; rather 
than radical militant that only embark on industrial actions at the 
slightest provocation. The cooperative and active participation of these 
unions will go a long way in resolving most of the incessantly lingering 
problems that confronts the Nigerian oil and gas industry. Thus, the 
union should see the need to protect the contract workers from the 
severity of market fundamentals, and join forces with other social 
partners to earnestly advocate for the socio-economic relief measures 
that can assuage the feelings of the contract workers confronted with 
precarious employment terms. 
 
Concerted and conscious effort should be made to rewrite the Nigerian 
name in the community of international economies against what is 
prevalent whereby widespread of abuse of labour and union rights are 
the hallmark. The need to embark on a reform in line with global best 
practices should be put in place. This is capable of encouraging new 
local and international investors, foster healthy competition, as well as 
ensure sustainable growth and development when juxtaposed with 
international best practices. Any attempt to neglect the demands and 
yearnings of the contracted oil workers could form a clog in the wheel 
of progress to the desired reforms that can transform the oil industry 
to a sought after by investors. 
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Conclusion 
 
As corporate use of labour contracting business model increases, its 
potential to deepen the divide between workers and communities 
becomes more corrosive. Oil unions will no doubt continue their 
aggressive efforts to stop labour contracting through collective action. 
But the most complex challenge for these unions is to turn the battle 
against labour contracting into a movement for redeeming the original 
promise of meeting members’ expectation. How the oil unions go 
about this remains to be seen, but it is clear that their efforts to counter 
labour contracting are directly tied to their long-term capacity to bring 
social change in the country. 
 
Success will largely be measured by the oil unions’ ability to: ensure 
that new oil sector jobs have good pay, job security, health and pension 
benefits oil workers deserve irrespective of the nature of contract; 
advance the rule of law not only by promoting labour law enforcement, 
but also by helping communities hold government leaders accountable; 
use their broad political strength to bridge the economic gap between 
those on the inside of Nigeria’s oil economy and the many clamouring 
for work on the outside by calling for higher wages, formal job 
creation, access to health care and education, and the freedom to join 
trade unions. Until the course of workers’ rights is fought among and 
for a broader audience, oil workers in Nigeria will continue to find 
themselves isolated in their attempts to counter the degradation of 
work. 
 

Suggestions for Future Studies 
 
This thesis is limited mainly to the labour contracting policies and 
practices of three multinational oil companies in the Nigerian oil 
sector. Therefore, the richness of divergent attention across 
industries/sectors has not been covered. Notwithstanding the 
consciousness of actors like human resource practitioners, policy 
makers, the government, trade unions and academics have been jolted 
to see the need to give the topic of this research its deserved attention. 
Since the use of labour contracting is now a growing trend in the 
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Nigerian economy (Mordi, 2007; Okougbo, 2010; and Fajana 2011), 
such practices are even more entrenched in some other sectors 
(Alison-Madueke, 2012). It is imperative that researchers explore more 
areas that should include the factors that are associated with the use of 
contract staff, and study how this develops. Again, effort could be 
made in understanding whether or not it is a strategy, whether or not it 
is part of a corporate plan and indeed, if the implications are reflective 
in financial terms, as possibly evident in the organisations’ financial 
books. 
 
It will be interesting to find out whether labour contracting is a 
manifestation of globalisation and the MNCs exporting their labour 
practices from their country of origin and imposing same on the host 
economies. From this research, it appears that the use of contracted 
labour has nothing to do with the skill of the employees but rather the 
need of the MNCs. It will be interesting to know if this is a general 
practice in the economy or limited to the oil sector, given the pivotal 
role it plays in the economy. 
 
As the government is a major player in the operations of businesses in 
Nigeria which comes in form of investment and regulations, the role, 
timing, effectiveness and implementation of regulations that protect 
the employees and punish the organisations that break the laws will 
again be an important focus of research. Therefore, should labour 
contracting be strictly regulated, is it likely to be applauded by and 
attractive for many, as permanent employment is desired? 
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