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Preface

Oil and gas are essential components of industrialized civilization and economic
growth. Although automation has reduced the need for a considerable amount of manual
work, important components still rely on human input. Good employer-employee relations
are, therefore, critical to the stable production and supply of crude oil for the sustainable
development of the Nigerian economy, as well as to the world economy as a whole.

The aim of this paper is to explore practices in industrial relations and social dialogue
in the oil industry in Nigeria. The paper examines essential elements for good industrial
relations in the sector. It addresses such topics as the positive contribution social dialogue
can make towards promoting mutual respect, trust and confidence between the social
partners and the Government of Nigeria.

The paper was prepared by Professor Sola Fajana, Head, Department of Industrial
Relations and Personnel Management, University of Lagos, Lagos, Nigeria. The adopted
methods of study include both primary and secondary data collection and analysis. Primary
sources were taken from interviews with trade union leaders and employers. Secondary
information includes numerous sources such as collective agreements, newspapers and
official records.

Professor Fajana is to be congratulated for his work and contribution to the
improvement of industrial relations in the oil industry through this informative paper. The
ILO hopes that it will provide an opportunity to consider ways in which industrial relations
in the oil industry might be improved in the interests of both decent work and greater
productivity.

Norman S. Jennings,

Deputy Director,

Sectoral Activities Department,
International Labour Office.
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1.  Overall situation of the oil
industry in Nigeria

1.1. General situation

Nigeria is one of the most strategically important countries in Africa. However, the
country is also one of Africa’s poorest, with a long legacy of corruption, weak institutions
and poor economic management. To combat these problems, President Olusegun Obasanjo
launched a comprehensive programme of reform to boost growth and reduce poverty in
2003 ~ the National Economic Empowerment and Development Strategy (NEEDS).
NEEDS consists of a wide-ranging set of reforms covering all aspects of the economy,
including macroeconomic policy, government institutions, the private sector, and social
policy. However, it has been criticized for being too ambitious given the considerable
challenges facing the country.

The transition to civilian rule, for instance, has not ended outbreaks of ethnic and
religious violence. Sectarian unrest remains widespread, affecting almost every region of
the country, and has resulted in the death of thousands of Nigerians over the past few
years. In May 2004, violent clashes in central Nigeria’s Plateau state led the Government
to declare a state of emergency. Meanwhile, the northern states are consistently threatened
with outbreaks of violence.

Furthermore, a culture of corruption is embedded in the political and economic
system in Nigeria and this is the biggest obstacle to growth. While the ruling People’s
Democratic Party (PDP) has consolidated its power since the 2003 elections, powerful
economic forces from within and outside the ruling party remain, and have opposed
attempts at reform.

Nigeria recently removed the subsidy on the domestic consumption of petroleum
products, resulting in a price increase of nearly 25 per cent. Deregulation of the oil sector
is central to the government reform programme, but public reaction has been swift and
harsh. Because many impoverished Nigerians view the subsidy as one of their only social
benefits, trade unions reacted with general strikes to disrupt the nation’s oil production.

Oil companies have been struggling with continuous community unrest and
vandalism, especially in the Niger Delta, where there is serious conflict over the control of
oil resources. In September 2004, rebels declared war on the federal Government and
threatened violence against foreign oil workers. Although the crisis subsided with a peace
deal and a rebel disarmament agreement in October 2004, rebel leaders continue to
threaten civil disobedience and production stoppages because they believe that the
extraction of crude oil has adversely affected the social, economic and cultural lives of
most people living in the region. For example, oil exploration activities in the Niger Delta
have been associated with the destruction of indigenous forest reserves, houses, and
symbols of religious worship, leading communities to seek compensation from the oil
companies.

1.2. Conflict in the Niger Delta

Despite its oil and gas resources, the Niger Delta is a naturally poor area. The people
living in the Delta have benefited relatively little from the exploitation of these resources
which has also been accompanied by the degradation of their agricultural land, fishing
waters and settlements. Compensation for their grievances has long been demanded — and,
to some extent, met — but never sufficiently to end discontent.
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Ethnic clashes often disrupt the production of crude oil. For example, in the
politically sensitive period preceding the national elections in April 2003, dissatisfied
groups in the area expressed their grievances by disrupting oil production. In March 2003,
ethnic fighting around Warri led to the shut-in of over 800,000 barrels per day (bpd) of
crude production which included: 370,000 bpd by Shell, 440,000 bpd by Chevron and
7,500 bpd by TotalFinaElf. Production at the Warri refinery was reduced and Chevron also
shut down production. Companies evacuated personnel from the affected areas and flights
to and from the Niger Delta were suspended. Troops brought in to protect the oil
installations and restore order inevitably became party to the conflict, and as a result,
threats were made to blow up pipelines and flow stations. About 100 people were killed,
including three workers from TotalFinaElf, and ten soldiers.

Ethnic communities in the region have a troubled history. The violence in 2003
originated in a dispute between Urhobo and Itsekiri communities over the delineation of
wards, alleged to favour the Itsekiri, in the Warri South-West local government area. Ijaw
youth sided with the Urhobo and appear to have added a claim for more electoral wards of
their own. They used speedboats to attack and burn Itsekiri villages south of the oil town of
Warri, and were apparently well armed. In 1997, numerous deaths had already resulted
from disputes over the relocation of the headquarters of the Warri South-West local
government from an Ijaw to an Itsekiri town.

In August 2004, about 50 people were killed in several attacks on Port Harcourt, the
Rivers State capital, by rival armed gangs that invaded several local communities. In
September 2004, the Government deployed troops to the region to end the gang violence
between the Niger Delta People’s Volunteer Force (NDPVF ) led by Alhaji Asari Dokubo,
and the rival Niger Delta Vigilante Service (NDVS). After suffering heavy casualties, the
NDPVF threatened to destroy oil installations. Shell Producing Development Corporation
(SPDC) subsequently withdrew about 200 workers from its facilities in areas threatened by
rebel attacks.

It is wisely assumed that this violence can be traced to the April 2003 general
elections. To resolve these complex problems, the Niger Delta Regional Master Plan was
unveiled in October 2004. Despite the truce signed by two militant Ijaw groups and the
federal Government, the situation remains precarious because the distribution of funds
through the Niger Delta Development Commission (NDDC) and the “Thirteen per cent
Derivation Fund” have still not reduced high levels of poverty and unemployment. The
plan outlines priority programmes in the areas of infrastructure, investment, job creation,
environmental regeneration and conservation, as well as social services delivery, that are
required to transform the region.

1.3. Contribution to national economic growth

Under the amended Petroleum Act of 1969, the ownership and control of oil and gas
resources in Nigeria (including under its territorial waters and continental shelf) are vested
in the State of Nigeria. This is reinforced under section 40, paragraph 3 of the
1979 Constitution of Nigeria. The oil industry which produces nearly 2.5 million barrels of
crude oil a day, is the backbone of the Nigerian economy. It accounts for over 95 per cent
of total foreign revenue, 40 per cent of its gross domestic product (GDP) and 83 per cent of
government revenues (National Assembly, 2004; Yates, 2004; page 49). Nigeria is the
sixth largest crude oil producer in the world, with proven reserves of 24 billion barrels and
possible reserves of up to 80 billion barrels.
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The Nigerian oil industry has brought a number of benefits to the people of Nigeria:

®  employment creation: in the past five years, over 65,000 direct employment and
250,000 non-direct employment positions have been created in the oil industry alone;

m  improvements in the well-being of Nigerian families: official statistics show that
every oil worker in Nigeria financially supports eight other people;

m  skills advancement as a result of the training programmes carried out by the oil

companies; and

®m  improvements in community infrastructures such as schools, hospitals, and other
basic needs, made by the oil companies.

1.4. Oil companies operating in Nigeria

Seven of the major oil companies operate in Nigeria, of which Shell Producing
Development Corporation (SPDC) is the largest. It controls about 60 per cent of Nigerian
oil production, followed by ExxonMobil, ChevronTexaco, Agip, TotalFinaElf, Esso and
Conoco. These companies are joint ventures with the Government of Nigeria, which holds
a majority share of between 55-60 per cent, through the Nigerian National Petroleum

Corporation (NNPC) (table 1.1).

Table 1.1.  Multinational oil companies operating in Nigeria
National oil Multinational oil Independent oil company Service and supply company
company company
NNPC Royal/Dutch Shell, Addax, Schlumberger,
{Nigerian National ExxonMobil, Amni, Halliburton,
Petroleum ChevronTexaco, Agip,  Atlas, Western Atlas,
Corporation) TotalFinaElf, Brass, Baroid,
Esso, Cavendish, Cameron,
Conoco Consolidated, BJ Hughes,
Continental, M-! Drilling Fluids and others
Dubri,
Express,
Famfa,
Montcrief, Peak,
Summit and others
NNPC and its Companies operate These are mostly indigenous  They are mainly multinationals
subsidiaries are internationally with companies which operate with strong R&D. Nigerian
partners in all major considerable financial ~ with foreign companies companies are now entering

oil ventures. They
have extensive
domestic operations
downstream, own
large reserves of oil
and gas and have the
monopoly of the oil
refining and
petrochemicals sector.
NNPC depends on the
Government for its
funding and has
limited access to
international capital
markets

resources, technological
know-how and extensive
information networks.
Their activities in Nigeria
are usually limited to
upstream operations.

Source: Sola Fajana.

into services, e.g. Lonestar
Drilling, Sowsco Well Services
and others.
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Table 1.2,

In total, 18 multinational oil companies are operating in Nigeria. Some of them are
newcomers that own an interest in deep-sea oil development. Some 99 per cent of crude oil
is produced by these foreign oil companies in the Niger Delta, of which the major four
companies are shown in table 1.1.

Selected foreign oil companies operating in the Niger Delta
with estimated employment in 2001

Company Oil production Employment Trade union representation
{million barreis)
ChevronTexaco 158 000 4000 93% Nigerians/ NUPENG
6 000+ contractors PENGASSAN
Royal Dutch Shell 250 000 5000 95% Nigerians/ NUPENG
20 000+ contractors PENGASSAN
ExxonMobil 243 000 5000 97% Nigerians/ NUPENG
8 900+ contractors PENGASSAN
TotalFinaElf 144 000 3600 93% Nigerians / NUPENG
2 000+ contractors PENGASSAN

Notes: PENGASSAN=Petroleum and Natural Gas Senior Staff Association: NUPENG=National Union of Petroleum and Natural
Gas Workers.

Sources: Various oil companies’ web pages and West African Oil Sourcebook 2002, quoted in Traub-Merz and Yates (2004).

1.5. Employment

1.5.1. Estimated employment

Precise figures on employment in the oil sector in Nigeria do not exist. However,
table 1.3 provides estimated employment figures based on data provided by the trade
unions. These figures show that employment in the oil sector has steadily increased in the
past five years, with an average annual growth rate of about 10 per cent. However,
employment growth appears small compared to that in the manufacturing sector, which has
benefited from the introduction of new technologies. Nigerian nationals account for about
80 per cent of regular employment in the oil sector, although this figure is on the decline
due to increased outsourcing. Nigerians also make up the majority of contract and
subcontract workers.

Table 1.3.  Estimated employment in the oil sector in Nigeria
Type of 1999 2000 2001 2002 2003
employment N
L on- N Non- P Non- .. Non- Lo Non-

Nigerian Nigerian Nigerian Nigerian Nigerian Nigerian Nigerian Nigerian Nigerian Nigerian
Regular 28 375 5578 29 835 5865 32175 6325 33930 6670 36270 7130
Contract 10914 485 11475 510 12375 550 13050 580 13950 620
Subcontract 4 365 - 4590 - 4 950 - 5220 - 5580 -
Subtotal 43 654 6 063 45900 6375 49500 6875 52200 7250 55800 7750
Grand total 49717 - 52275 - 56 376 - 59450 - 63550 -

Sources: PENGASSAN and NUPENG.
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