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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 bum 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.

2
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The Nigerian oil industry has brought a number of benefits to the people of Nigeria:

1.4.

•

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;

•

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

•

skills advancement as a result of the training programmes carried out by the oil
companies; and

•

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

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
company

Multinational oil
company

Independent oil company

Service and supply company

NNPC
(Nigerian National
Petroleum
Corporation)

Royal/Dutch Shell,
ExxonMobil,
ChevronTexaco, Agip,
TotalFinaElf,
Esso,
Conoco

Addax,
Amni,
Atlas,
Brass,
Cavendish,
Consolidated,
Continental,
Dubri,
Express,
Famfa,
Montcrief, Peak,
Summit and others

Schlumberger,
Halliburton,
Western Atlas,
Baroid,
Cameron,
BJ Hughes,
M-I Drilling Fluids and others

These are mostly indigenous
NNPC and its
Companies operate
internationally with
companies which operate
subsidiaries are
considerable financial
with foreign companies
partners in all major
resources, technological
oil ventures. They
have extensive
know-how and extensive
information networks.
domestic operations
downstream, own
Their activities in Nigeria
are usually limited to
large reserves ofoil
and gas and have the upstream operations.
monopoly ofthe oil
refining and
petrochemicals sector.
NNPC depends on the
Government forits
funding and has
limited access to
international capital
markets

They are mainly multinationals
with strong R&D. Nigerian
companies are now entering
into services, e.g. Lonestar
Drilling, Sowsco Well Services
and others.

Source: Sola Fajana.
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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.

Table 1.2.

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

Oil production
(million barrels)

Employment

Trade union representation

ChevronTexaco

158000

4 000 93% Nigerians/
6 000+ contractors

NUPENG
PENGASSAN

Royal Dutch Shell

250000

5 000 95% Nigerians/
20 000+ contractors

NUPENG
PENGASSAN

ExxonMobii

249000

5000 97% Nigerians/
8 900+ contractors

NUPENG
PENGASSAN

TotalFinaElf

144000

360093% Nigerians /
2 000+ contractors

NUPENG
PENGASSAN

Notes: PENGASSAN=Petroleum and Natural Gas Senior Staff Association; NUPENG=Nalional Union ofPetroleum 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 inthe oil sector in Nigeria

Type of
employment

1999
Nigerian

2000
Non·
Nigerian
Nigerian

2001
Non·
Nigerian

Nigerian

2002

2003

NonNonNigerian
Nigerian
Nigerian

Nigerian

NonNigerian

Regular

28375

5578

29835

5865

32175

6325

33930

6670

36270

7130

Contract

10914

485

11475

510

12375

550

13050

580

13950

620

Subcontract

4365

Subtotal

43654

Grand total

49717

4590
6063

45900
52275

4950
6375

49500
56376

5220
6875

52200
59450

5580
7250

55800

7750

63550

Sources: PENGASSAN and NUPENG.
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1.5.2. Government's initiative to create employment in
the oil sector
The Government has made concerted efforts over the last 50 years to promote the
participation of indigenous workers in the Nigerian oil sector.
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. The Act stipulates that:
I.

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 detailedprogramme for the recruitment and training of Nigerians.

II.

The programme shall provide for the training of Nigerians in all phases that are handled
directly by the lesseeor throughits agentsand 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 "Nigerianization" 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 that:
Within ten years from the grant of his lease,the licensee must achieve:
I.

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 per cent of total
number of personsemployedby him in those grades;

II.

The total number of citizens of Nigeria in anyone such grade shall not be less than
60 per cent of the total; and

III. 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. Many Nigerians now occupy senior
and management posts in the oil industry.

1.6.

Gender
Women workers account for about 15 per cent of the overall workforce in the oil
industry. The majority are employed in administrative, medical, personnel, human capital
development, public affairs and legal departments. The main reasons for this are:

1.7.

•

the volatile nature of the oil industry and the harsh work environment;

•

the remote location of worksites; and

•

family-work conflicts.

Union density
In 1978, the Government of Nigeria introduced an automatic union membership
system in the oil industry to boost the growth and effectiveness of trade unions in the
industry. At that time, the Government thought that the trade union movement needed a
large membership and funding for viability. Under this system, any new employees

WP-Exlernal-2005-12-0148-1-En .doc
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automatically become trade union members unless they expressly refused and the policy
resulted in a high unionization rate. Union membership is now estimated to be about 60 per
cent, with women workers accounting for about 20 per cent. Table 1.4 shows the evolution
of trade union membership.
Table 1.4.

Evolution oftrade union membership in the oil sector in Nigeria, 1999·2003
1999

2000

2001

2002

2003

Petroleum and
Male
Natural Gas Senior
Female
Staff Association
(NUPENG)
Subtotal

13252

11 116

11 300

11 652

12000

3313

2779

2825

2913

3000

16565

13895

14125

14565

15000

National Union of

11680

11 922

13264

16020

16756

2920

2980

3316

4005

4189

14600

14902

16580

20025

20945

31165

28797

30705

34590

35945

Union

~:~~o:~u~:~orkers
(PENGASSAN)

Male
Female
Subtotal

Grand total
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. The effect of this policy
change is yet to be evaluated. In the meantime, unions have devised strategies to retain
their existing members and recruit new members.

1.8.

Workers' and employers' organizations

1.8.1. Background
The present structure of trade unions in Nigeria was established in 1976-78 by the
military governments of Generals Murtala Mohammed and (now-President) Olusegun
Obasanjo. Four central union organizations were replaced by one - the Nigerian Labour
Congress (NLC). The many hundreds of other various unions were reorganized into 42 subsequently 29 - industry-wide unions affiliated to the NLC, of which the members were
subordinate or 'junior' employees. Senior staff associations were also allowed, but were
not permitted to belong to the NLC. They eventually created their own umbrella
organization, the Trade Union Congress of Nigeria (TUe). At present, there are about
4 million union members of the NLC, while senior staff associations number
approximately half a million members. Organized labour is almost entirely urban.
Expectations that the trade union movement might become the nucleus of a political
party representing the interests of labour have come to nothing, as wage earners are loyal
to ethnic and communal affiliations. In July 1994, a strike by NUPENG and PENGASSAN
members, following the arrest of Moshood Abiola who had assumed the presidency after
the aborted election of 1993, nevertheless constituted a political action. NUPENG, whose
leadership contained an influential Abiola group, demanded that he be released and made
President. However, this was the last item on a list of eight demands made by
PENGASSAN, which was mainly concerned by a shut-down in the oil industry following
the Government's failure to fund cash calls on the Nigerian National Petroleum
Corporation in its joint ventures. Support for the strike by NUPENG members was patchy.
The strike led to the detention of several union leaders and the complete replacement, until
1998, of elected union officials by government administrators.
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1.8.2. 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. Before that time, senior staff associations in Nigeria struggled for the
registration of a labour centre without success. 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
any problems raised by them. It promotes economic, social and educational programmes
and provides financial services such as loans and thrift and savings schemes.
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. 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 composed of 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. PENGASSAN has 98 branches with a total membership of about 21,000.

1.8.3. 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. It is affiliated with the NLC and ICEM.
NUPENG sets out to:
•

unionize workers;

•

negotiate better working conditions;

•

assist in resolving disputes between its members and their employers;

•

assist in resolving disputes among its members;

•

organize education and training programmes for its members; and

•

publish newsletters.

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
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one secretary. Branches are created at the enterprise level. In 2003, NUPENG membership
represented about 15,000 oil production workers.

1.8.4. Employers' organizations
There is no employers' organization exclusively representing the oil and gas industry.
Attempts were made to form Petroleum and Natural Gas Employers' Association
(PNGEA), as well as an Oil Producers' Trade Sectors (OPTS), but none of these attempts
were successful.
There is, however, a coordinating body of oil employers among the members of the
Nigeria Employers' Consultative Association (NECA), which has no capacity for
maintaining industrial relations with its counterparts.

1.9.

Evolution of corporate restructuring
in the oil industry
Over the past few years, the oil and gas industry has contributed to globalization. The
decline in oil profits after 1997 resulted in an oversupply of oil products, and the
subsequent economic recession made it necessary for multinational oil companies to revise
their strategies and structures to compete effectively. Although globalization may not be
the only reason for structural change, the global decline in earnings from oil prompted
governments and other stakeholders to promote efficiency within the petroleum sector and
the economy in general.
The corporate restructuring that ensued included re-engineering, mergers and
acquisitions, privatization, commercialization, and liberalization. In the host country,
mergers and acquisitions are expected, in the long run, to stimulate employment, economic
growth, improved technologies - especially through technology transfer - better
competition and capital inflows due to the establishment of new plants, advanced
technology and management skills. Limited privatization has taken place in the
downstream sector, an experience which has revealed that the expected returns from
privatization were not intended to be shared with the Nigerian people (Muffwang, 2001).

1.9.1. Protection of workers' rights in time of change
The privatization of the Nigerian oil sector started with the divestment of the State's
equity in African Petroleum, as well as the abolishment of subsidies on some of the
NNPC's products and services.
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. In September 2002,
hundreds of oil workers took part in a two-day strike, organized by NUPENG and
PENGASSAN, in the streets of Abuja 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 (Reuters, 2002).
As a result of this action, a number of efforts were made to protect workers' rights.
For instance:
•
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several tripartite meetings and seminars were organized to ensure that the
Government and employers respected workers' rights.
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•

PENGASSAN succeeded in unionizing senior contract workers. Unlike Nigerian and
expatriate workers, contract workers usually have fixed-term contracts and do not join
trade unions. PENGASSAN took advantage of the corporate structural changes to
unionize these contract workers who were afraid of losing their jobs. (PENGASSAN
Bulletin, February-March 2003).

•

the unionized workers were assured that they would 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
organizations.

•

redundancy benefits were promptly paid to those who had been laid off as a result of
the structural change.

•

the right to organize was respected. Management organized seminars and other
educational programmes to explain how workers' rights would be protected.

1.9.2. Mitigating measures
To alleviate the impact of corporate structural change on workers, 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 liberalized price policy to increase transparency and the frequent and
automatic adjustment of commodity prices;

•

promoted sound competition. 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, 2004b);

•

developed manpower education programmes to modernize oil training institutions to
increase the number of Nigerian skilled workers; and

•

promoted job creation in small oil companies.
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2.

Conditions of work

2.1.

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. 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. Even in outsourcing and contracting companies, pay rates are usually higher
than those in manufacturing companies.
Some of the wage practices, particularly in the oil sector, are as follows:

2.2.

•

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; ---------

•

salary adjustments may result from annual merit reviews, 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.

Wage adjustments to inflation
Pay levels are regularly reviewed and adjusted to reflect inflation. Before 1992, it was
illegal for employers to increase wages without the approval of the Minister of Labour and
Productivity. Violation of the legislation was punishable by a three-year prison sentence
and a fine of 25,000 naira. Even the Industrial Arbitration Panel and National Industrial
Court could not grant a wage increase without the approval of the Ministry (Aturu, 2001);
end-of-year bonuses also required Government approval. Oil companies often sought
Government permission to increase wages, but were always refused (Fashoyin, 1992).
Legislation has now been amended to allow employers and employees to decide wage
increases through negotiations (Pay Research Unit, the Federal Ministry of Labour).

2.3.

Wages and fringe benefits
Wages and other conditions of employment in the Organized Private Sector (OPS),
including the oil sector, are determined by collective bargaining between unions and
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employers or employers' associations. A national minimum wage, determined by the
National Assembly, must be observed by every enterprise employing more than
50 workers. The actual minimum paid may be higher - both in public employment and,
more markedly, in the OPS - except in the case of casual workers. General wage and
salary increases in the public sector are decided by the federal Government. These
inevitably result in employers in the private sector being subjected to union pressure to
award increases as well, including in the oil sector.
In 1998, the outgoing military Government awarded large wage increases without
giving much thought to the fiscal consequences. The new national minimum wage was
subsequently revised and amounted to 3,500 naira per month for federal employees and
3,000 naira for State Government employees. In May 2000, following the restoration of
elected government, the National Assembly adopted a new national minimum wage of
5,500 naira per month, while the federal Government increased its own minimum rate to
7,500 naira. State governments were expected to pay at least the new national minimum
wage and, when many professed an inability to do so, numerous strikes ensued.
Insufficient revenues have often led to arrears in wage payments, especially by state and
local governments, extending too many months. Nevertheless, in May 2000, a government
committee recommended that the national minimum wage be increased by 25 per cent over
the period 2001-02. President Obasanjo approved this recommendation, but later qualified
it by stating that increases would be contingent upon economic conditions.
Claims by organized labour for general wage increases are based upon two factors:
increases in the cost of living and the inadequacy of the national minimum wage to support
workers' dependants. Cost of living increases may result from rising consumer prices or a
withdrawal of subsidies - or, in recent years, from both. The principal weapon available to
organized labour to press its claims is strike action, although a general strike cannot be
sustained for a long time. Nevertheless it has, on occasion, proved to be an effective
weapon.
During the past few years, the system of remuneration in the oil industry has
undergone a major change. A new remuneration practice called "monetization" - also
known as "consolidated salary, "clean wage" or "total remuneration" - was first introduced
to the upstream sector by ChevronTexaco in 1992. Other oil companies have adopted this
practice as an effective solution to employee fraud.
"Monetization" encourages employers to pay wages and benefits to their employees
in cash, rather than in kind, and has considerably reduced administrative costs. This
practice makes it possible for workers to take home their full entitlements and is welcomed
by most of them because they need cash. When remuneration was provided in kind,
workers did not feel that they were benefiting from it.
A new cash payment practice, officially called the Consolidated Monthly Salary
(CMS), consists of the following elements:
•

basic pay: depends on a worker's experience and qualifications, and forms the basis
for allowances and benefits;

•

commuting allowance: assists workers in commuting to and from work. In the past,
employers provided their employees with transportation;

•

meal subsidy: in the past, employers provided workers with meals at company
canteens. Under the CMS, the meal subsidy is paid in cash;

•

utility allowance: to allow employees to carry out minor repairs at their place of
residence;
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•

furniture allowance: To avoid the company providing employees with furniture, a
cash allowance is paid to workers once a year, usually at the beginning of the
calendar year.

•

medical allowance: to cover medical expenses of employees and their families. In the
past, companies would reimburse employees' medical bills;

•

end-of-year bonus (Christmas bonus): paid in cash at the end of the year in the form
of a thirteenth month salary;

•

gratuity allowance: paid according to years of service.

•

severance allowance: paid upon the employee's retirement. The amount vanes
between 1.5 to 3.5 times the amounts of CMS and is linked to years of service;

•

housing allowance: paid in January each year.

•

security allowance: payable to senior staff and above. In the past, employers hired a
security guard for them, but under the CMS this expense is included in senior staff
salaries, so they can hire their own guards.

Field assignment allowances are paid in addition to CMS, regardless of regular hours,
rest days, or public holidays. Meals for shift workers are still provided.
Lodging/subsistence allowances are paid when employees are temporarily on field
assignment. Other allowances include annual leave, business visits to other towns, transfer
and long-service awards.
Shell has recently extended maternity leave to men (two days with full pay). The
company also pays full wages to women during the three-month statutory period of
maternity leave. Oil companies usually provide education grants for their employees for up
to a maximum of four children. For example, Halliburton Energy Services Nigeria Limited
offers 15,000 naira per child per annum for up to three children per employee. All
employees are expected to submit copies of their children's birth certificates and evidence
of school attendance. This is payable on 1 June every year.

2.4.

Wage levels
As shown in tables 2.1 and 2.2, basic wages are generally higher in the oil sector
compared with other economic sectors. There is no official data on wages in the oil
extraction sector, but interviews with oil union leaders indicate that basic wages in the
upstream sector are higher than in the downstream sector because of the high rate of
occupational hazards. These tables should be interpreted with caution because only data on
the basic wage are available. Although the industry has adopted the practice of
monetization or consolidated monthly salaries (CMS), the components of CMS vary so
widely depending on an individual's status and performance that they have not been
included in these tables. Furthermore, the practice of monetization and CMS has not been
fully implemented in banking and academia; hence the three selected sectors show only the
basic wage.
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Table 2.1.

Comparison ofbasic monthly wages ofsenior staff, 2004 (in naira)
Oil production

Banking

Academia

Foremen, Graduate Assistants

112167

25000

15479

Supervisors, Assistant Lecturers

152500

29167

19396

Officers, Lecturers II

196250

33333

22571

Assistant Managers, Lecturer I

246250

50000

30994

Managers, Senior Lecturers

290417

66667

42692

Directors, Associate Professors

315833

70833

48372

GM, Executive Directors, Directors-General, Professors

349750

82083

54220

Sources: PENGASSAN (2004): Wage re-opener negotiations; Government directive on the implementation of university academic
staff salary scale; and interviews with the National Union ofBanks, insurance and financial institutions employees.

Table 2.2.

Comparison ofbasic monthly wages ofjunior staff, 2004 (in naira)
Oil production

Banking

Academia

Line workers (fitters, drivers, packers, electricians,
operators, clerks)

22000

20000

15000

Technical and administrative support staff

27000

25000

18000

Technical and administrative assistants

36000

32000

24000

Sources: Adoy Ltd and Togay Ventures Collective Agreement; NUC (2004); Government directive on the implementation of
university staff salary scale, and interviews with the National Union of Banks, insurance and financial institutions employees; and
NUPENG.

2.5.

Working time
The amended 1974 Labour Decree specifies that standard working hours for junior
staff such as clerical workers, artisans and blue-collar workers is 40 hours per week,
excluding time for lunch breaks and rest periods. Flexible work schedules are accepted in
the oil industry but must be approved by management. Normal hours of work do not
exceed the limit of standard weekly working hours. Examples of work schedules in the
major oil firms are reproduced in box 2.1.
Box 2.1
Work schedules adopted in the oil sector in Nigeria
Oil company A:
(a) Office locations (Lagos, Abuja, Port Harcourt and Warri)
The regular number of hours of work per day are eight (8) hours or forty (40) hours a week. In these
locations, the normal scheduled hours ofwork, Monday toFriday are:
Lagos:
07.30-11.30
Lunch break: 11.30-12.15
12.15 -16.15
Abuja:
07.30-12.00
Lunch break: 12.00-13.00

WP-Extemal-2005-12-0148-1-En.doc

13

13.00-16.30
Port Harcourt:

07.30-11.30
Lunch break: 11.30-12.30

12.30-16.30
Warri:

08.00-12.00
Lunch break: 12.00-13.00

13.00-17.00
(b) Inthe field (Escravos, Swamp and offshore).
The company has agreed to operate a work schedule of seven days on duty followed byseven days offduty in itsfield locations of Escravos, Swamp and offshore areas. The normal number ofworking hours per day
inthese locations are twelve (12) hours.
(c) The company reserves the right to change normal scheduled hours of work to meet operational demands,
provided, however, that this does not increase the total number ofworking hours per week aslisted above.
When such a change is necessary, the company must inform the trade unions ofits intention todo so, by
giving it fourteen (14) days' prior notice.
(d) For scheduled irregular/excess hours worked (hours outside work hours inoffice locations, including public
holidays and weekends, an allowance of 10 per cent ofmonthly basic salary is paid tosuch employees.
Mobil:
Operates similar working hours inthe office, but somewhat different for the field locations:
Offshore locations -14/14 rotational schedule
Onshore locations - 7/7 and 14/14
Addax Petroleum:
Calabar, Lagos, and Port Harcourt

07.30 - 12.00
13.00 -16.30
shore locations -14/14 rotational schedule
offshore locations -14/14 rotational schedule
Source: Sola Fajana.

Oil companjes generally operate sjmilar JiVorkins hours in their office locations and a.
14/14 work schedule in their field locations. Field employees are usually 12aid a cet.tain.
,Percentage of their basic salary for the extra hours worked in field locations (i e 10 per
cent of mon tbl¥ basic. saJat¥) On average the field wQtk~rs 1J11tiu..a.UQU1 ] fiB how per.
month instead of the 160 hours hX; Wee workers..

2.6.

Conflicts involving hours of work
In isolated cases, attempts of management to change the work schedule in field
locations from a 7/7 rotational ~f;jbtiduw tq a 1411 4 scbeduie have not bxxn successful. In
the specific case of Chevron Nigeria Limited, the unions strongly resisted this attempt
because they had previously negotiated that a number of conditions had to be met by
management before the work schedule could be changed. These conditions included the
upgrading of facilities and welfare in field locations, as well as certain financial incentives.
Although management had made considerable progress upgrading the facilities in field
operations, it did not succeed in convincing the trade unions.
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2.7.

Overtime
Overtime is the period that an employee is required to work in excess of his/her
standard working hours at the employer's request. Junior staffs are more likely to work
overtime because they want to have more money to take home.
Overtime hours are calculated on a day-to-day basis. The overtime premium is
150 per cent of the hourly basic pay for normal working days, and 200 per cent for work
performed on public holidays and weekends. Overtime is recorded and payable for every
30 minutes actually worked.
The crews of vessels transporting crude oil are organized by the oil workers' unions.
They work in shifts, as do about 40 per cent of junior staff and 25 per cent of senior staff.
For crew who live on their vessels, waiting time is not regarded as overtime which is
related to the sailing time or periods during which the crew is actually working.
Similarly, commuting hours are not counted as hours worked. However, some
workers are required to report to a designated assembly point outside the company
premises, and working hours are calculated from that time. The same process is applied in
reverse at the end of the working day. For workers who need to take public transport to
exploration sites in remote areas, for example, the nearest place to the work site is
designated as the assembly point, and the same rules apply. Where workers are required to
wait at a helipad to board a helicopter, this waiting time, however, is considered as
overtime.
In the oil sector, overtime is paid at the end of each month together with monthly
regular pay and allowances, which is regarded as good practice; in the textile and food
industries, for example, overtime is normally paid in the month following the time actually
worked.

2.8.

Paid leave
Workers on a 40-hour work week are entitled to two working days off which
normally fall on Saturdays and Sundays. Similarly, shift workers have two working days
off per week.
As previously noted, work on the weekend is paid 200 per cent of the hourly basic
pay. Shift workers who work on their rest days are also paid at 200 per cent of the hourly
basic pay.
Public holidays are designated by the federal Government. In Nigeria, however, the
oil sector is included in the essential services sector which is not allowed to close on public
holidays. Public holiday overtime premium rates for junior staff and shift workers are
200 per cent of the hourly basic pay.
The number of days of paid annual leave depends on length of service. After
completing a year of service, a worker receives one paid period of leave per year which
may be accumulated up to 25 days for junior staff and 30 days for senior staff. Wages for
paid leave may be paid in advance. At the end of the contract of employment, companies
pay their workers untaken paid leave. A worker may, however, use his paid leave shortly
before his or her resignation from a company.
There are several other types of leave: sick leave; leave for weddings; maternity
leave; leave for nursing mothers; compassionate leave; leave for union officials; leave for
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sporting events; leave for serving as a court witness; leave for urgent personal matters, as
well as leave for short-term and long-term transfers.

2.9.

Training in the oil sector
Training generates enthusiasm for creating new ideas, and is mutually beneficial to
employers and employees. Managers are responsible for ensuring that workers are
effectively trained.
Oil companies provide workers with education and subsidies for job-related training.
Recently, many oil companies have changed their wage structures to include this
allowance in workers' wages, although some still maintain educational and training
subsidy programmes. However, training courses must be job-related and proven to be of
mutual benefit to both employers and employees. Any application for a training subsidy
must contain a description of the nature of the course, its cost, the dates of examination,
means of transport, etc. The course work can only commence once the subsidy has been
approved - and the courses approved should take into account the employee's level of
competence and be run by a reputable institution.
A collective agreement between Delog Nigeria Limited and the National Union of
Petroleum and Natural Gas Workers (NUPENG), 2003-05, concerning education
assistance stipulates, in clause 41, that: "all employees to whom this agreement applies
shall be paid the sum of 14,000 naira per annum payable in September". Another collective
agreement between Baker Nigeria Limited and Baker Nigeria Branch of PENGASSAN,
dated 1 May 2003, stipulates that:
The company shall step up and intensify training of personnel by setting up appropriate
programmes in the home district and employees who are qualified with the competence, job
role responsibilities, completion of local training programmes e.g. hydraulics courses, will be
selected to participate in the training programmes at international training centres as per need.
The Government of Nigeria also established the Petroleum Training Institute (PTI) at
Warri by Decree No. 37 of 19 September 1972. The objectives of the institution, inter alia,
are:
•

to provide courses of instruction, training and research in oil technology and produce
skilled personnel in the oil industry; and

•

to arrange conferences, seminars and study groups to improve skills in the oil
industry.

PTI has produced numerous engineers and skilled workers for the Nigerian oil
industry. Its commitment will continue to further improve the skills of oil workers.

2.10. Occupational accidents
There are no reliable official statistics on the number of fatalities and non-fatalities in
the oil sector alone in Nigeria. However, available national statistics indicate that accidents
in the mining and quarrying sector, including oil extraction, are relatively low compared to
other economic sectors.
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Table 2.3.

Number and percentage ofoccupational injuries with temporary and permanent
incapacity by economic sector in 1999·2000 in Nigeria (weighted figure)
Total

Temporary
incapacity

%

No.

No.

Permanent
incapacity

%

No.

%

Male
Total
Agriculture, forestry
and fishing
Mining and quarrying,
including oil extraction
Manufacturing

25720

100.00

22957

100.00

351

100.00

316

1.23

235

1.02

0

0.00

70

0.27

66

0.29

0

0.00

14427

56.09

13010

56.67

188

53.56

135

0.59

1

0.28

Electricity, gas and
water supply

143

Construction

646

2.51

583

2.54

8

2.28

1579

6.14

1 541

6.71

15

4.27

Restaurant and hotels

562

2.19

510

2.22

15

4.27

Transport

365

1.42

345

1.50

8

2.28

Private professional
services

1053

4.09

990

4.31

26

7.41

Other services

6559

25.50

5542

24.14

90

25.64

2985

100.00

2731

100.00

82

100.00

3

0.10

3

0.11

a

0.00

14

0.47

14

0.51

0

0.00

948

31.76

873

31.97

0.00

0

0.00

0

0.00

a
a

0.00

21

0.70

21

0.77

0

0.00

Wholesale and retail

147

4.92

147

5.38

0.00

Restaurant and hotels

384

12.86

344

12.60

a
a

0.00

28

0.94

28

1.03

0

0.00

400

13.40

261

9.56

82

100.00

1040

34.84

1040

38.08

a

0.00

Wholesale and retail

Female
Total
Agriculture, Forestry
and fishing
Mining and quarrying,
including oil extraction
Manufacturing
Electricity, gas and
water supply
Construction

Transport
Private professional
services
Other services

Source: ILO project on occupational injuries, Report on analysis of results, 1999/2000, Federal Office ofStatistics, Abuja, Nigeria.

Safety councils are committees generally set up to make policy decisions, monitor
and control hazards and ensure safety in the workplace. However, there are no tripartite
safety councils or safety committees devoted to health and safety issues in Nigeria's oil
sector. Consequently, workers' involvement in safety decisions is limited to trade unions
within the framework of collective bargaining.
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2.11. Health services
In Nigeria, large oil companies have established their own hospitals to deal with
industrial accidents and emergencies at major locations and exploration sites. Emergency
measures include the use of aircraft and air-sea rescue teams to carry medical staff to the
scene of accidents, or to evacuate injured personnel. The companies employ occupational
medical doctors, a full complement of nursing staff, radiologists, technicians, pharmacists,
laboratory assistants, and public health inspectors. Smaller companies are less likely to
have this kind of medical facility and personnel. Table 2.4 shows a summary of medical
coverage by oil companies in Nigeria.

Table 2.4.

Comparison ofmedical coverage in collective agreement in
selected oil companies in Nigeria, 2004
Independent
contractors

Halliburton

Adoy and Togay

Topcon

Bakers NIG Ltd.

Union

NUPENG

NUPENG

NUPENG

NUPENG

PENGASSAN

Medical care

Comprehensive, up to Employee, spouse
None
36,000 naira per
and children under 18
annum
years ofage are
covered

Full coverage for
employees and their
dependents, up to
220,000 naira per
annum

None

Accident atwork

Workmen's
compensation and
Group Insurance

Will be treated if it
arose out ofand inthe
course ofthe duties.
Group policy provided
byAIiCO

Workmen's
compensation

None

None

Death from
accident

Workmen's
compensation

3 months pays,
transportation of
corpse, coffin/casket,
announcement, next
ofkin will be paid last
month salary, 20,000
per child for up to 4
children in 6 years
after the date ofdeath
(480,000 p.a.)

Workmen's
None
compensation. Burial
assistance payable
up to50,000 naira per
annum

None

None

Uniform, safety
None
shoes, raincoats,
umbrellas are
provided by company

Uniform, safety
shoes,
raincoats,
umbrellas, and
pullover are
provided by
company once a
year

Personal protective None
equipment (PPE)

Treatment of
contract workers

Direct employee (not
dependants) can be
treated atExxonMobil
Workers' Clinic

Note: AIICQ= American International Insurance Company PLC.
Source: Sola Fajana.

In Nigeria, there is no law or collective agreement to compel employers to provide
medical examinations at work on a regular basis.
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3.

Industrial relations in the oil sector

3.1.

Freedom of association and right to organize
Prior to 1938, Nigeria had no laws or regulations that guaranteed basic workers'
rights and trade unions' rights. In addition to the 1938 Trade Union Ordinance, the basic
laws governing trade union activities are: the Trade Union Act 1973, amended by the
Trade Union (Amendment) Decree No. 22 of 1978, the Trade Union (Miscellaneous
Provisions) Decree No. 17 of 1986 and No. 25 of 1989, and the Trade Union (Amendment)
Decree No. 22 of 1996; and the Trade Union (Amendment) Act 2005.
The 1938 legislation stipulated that a minimum of five workers was required to
establish a trade union because, at the time, the Government of Nigeria believed that
setting too high a minimum requirement would make it difficult to form trade unions. The
Government changed this policy in 1973 when it increased the minimum number of
workers required to create a trade union to 50, including in the oil industry. Its main aim
was to ensure stronger trade unions, rather than to allow the mushrooming of numerous
small trade unions which harmed social stability and national development. However, trade
unions contended that this was a categorical violation of the ILO Freedom of Association
and Protection ofthe Right to Organise Convention, 1948 (No. 87).
Subsequently, the Government of Nigeria legalized one national trade union
confederation for junior workers (''junior staff') - the Nigeria Labour Congress (NLC).
Blue-collar workers in the oil sector were thus expected to affiliate only to the NLC,
whereas senior workers ("senior staff') were forbidden to join it. Trade unions also argued
that this policy was in violation of Convention No. 87 because the government's policy
excluded a specific group of workers ("senior staff') from participating in the free and
democratic activities of the national trade union confederation.
Under the 1978 law, all workers in Nigeria automatically became trade union
members and trade unions used a check-off system. The 1986 law subsequently excluded
all senior staff from automatic trade union membership and trade union check-off schemes
which implied, in practice, that senior workers in the oil sector were not allowed to affiliate
with a national trade union confederation. In 1989, the law was further amended to make
senior workers 'part of management', which totally banned them from joining trade
unions. The Government of Nigeria also restructured the industrial unions in 1999 and
reduced the number of industry-wide unions from 41 to 29. In 2005, the Government tried
to democratize the labour movement in accordance with ILO standards, and came up with
revisions that allowed multiple national trade union confederations, in addition to the NLC.
Thus senior staff associations can now join a national trade union confederation.

3.2.

Right to strike
The Nigerian Government has consistently limited the right to strike in the oil
industry. Some of the relevant legislation may be found in the Trade Disputes Acts of
1969, 1976, and 1996. The Trade Unions (Amendment) Decree of 1996 made trade union
check-off conditional on a "no strike" clause throughout the lifetime of a collective
agreement. Indeed, it clearly stated that employers were not to give trade union dues to the
trade union concerned unless union members agreed to this 'no strike' clause.
Contrary to ILO precepts, strikes in the essential services, including the oil and gas
industry, are totally forbidden in Nigeria. Section 9 of the Trade Dispute (Essential
Services) Act, 1976, which lists the economic sectors which fall within "essential
services", includes the oil industry. Subsection (b) refers to "any service established,
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provided or maintained by the Government of the Federation or of a State, by a Local
Government Councilor any municipal or statutory authority, or by private enterprise for,
or in connection with, the supply of electricity, power or water, or of fuel of any kind." The
Preface to the Act also states that the Act is to "empower the President to proscribe any
trade union or association of which falls in essential services to engage in industrial unrest
or acts considered to disrupt the smooth running of any essential service ... "
The Government of Nigeria also declares any trade union activities illegal if they are
conducted on politically-motivated grounds. For example, a strike at Shell-BP and Allied
Workers Union in October 1977 and a strike at the Pan Ocean Branch of the Consolidated
Petroleum, Chemical and General Workers Union of Nigeria in November 1977 were both
banned (Proscription Orders Nos. 2 and 3, respectively). Between 1993 and 1994, many
strikes staged by NUPENG and PENGASSAN were declared illegal because they were
politically instigated in the aftermath of the Nigerian national elections.
In October 2003, a new bill was proposed to the National Assembly to amend the
Trade Union (Amendment) Act. In March 2005, some revisions became effective, putting
an end to automatic trade union membership and making union membership voluntary;
however, it introduced a general strike ban in the essential services.
Chapter 432 of the Trade Disputes Act (Laws of the Federation of Nigeria, 1990)
compels trade unions to follow strict procedures on arbitration before embarking upon a
strike and stipulates that a simple majority of registered members must vote in favour of
strike action. Workers must also meet certain procedural requirements before going on
strike. For example, Section 17, paragraph 14 of the Trade Union Act states that union
rules must include a provision which forbids trade union members from participating in
any strike unless there is a majority vote in favour of such action.
As mentioned above, the recent revisions in 2005 maintained the prohibition on
strikes in the essential service, thus effectively banning industrial action in the oil industry.
In the non-essential service sectors, there must be a strike ballot among union members
before a strike can be declared - and then only once the due process has been exhausted
and for disputes of rights (i.e., violation, non-implementation of collective agreements).
Where the issues are over disputes of interest (i.e., issues on which there is room for
negotiation), strikes are prohibited.
Table 3.1 shows the major industrial actions which took place in the oil sector in
Nigeria between 2000 and 2004. Strikes lasted for a relatively short period compared to
other economic sectors, about five days on average.
Table 3.1.
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Major strikes in the oil sector in Nigeria, 2000-04
Company

Issue

Period

ElfOil

Call for discharging a Managing Director because ofthe plan to remove
Africans from senior management posts

2/2/2000

DPR

Transfer ofsafety and environment units ofDPR toa newly created division
atthe Federal Ministry of Environment because ofthreatened job losses.

6/3/2000 to
1013/2000

Halliburton (PH).

Management's failure to regularize employment ofcontract workers

28/4/2000

Major oil producing
and services
companies

Unfair labour practices. Employers accused of preferential orbetter treatment 27/11/2000 to
toexpatriate workers atthe cost of Nigerian workers.
711212000

National Oil

Arbitrary severance package

26/1/2001

Texaco Nigeria

Deadlock in collective bargaining

91512001 to
1315/2001
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Company

Issue

Period

Tidex

Deadlock incollective bargaining. Management's refusal togrant demands
forwage increase

5/6/2001 to
1516/2001

NUPENG

Casualization, termination and victimization ofoil and gas workers in relation
totrade union activities.

28/6/2001

NAOC

Unfair treatment ofindigenous workers. Managers' discretionary application
ofcompany rules.

18/3/2002 to
21412002

NNPC

Planned privatization of NNOC's downstream divisions.

23/7/2002

DPR

Irregular payment ofwages.

14/2/2003 to
21/2/2003

Transocean

Management's refusal toallow workers to put forward their grievances to
visiting officials ofthe parent company from France

71312003 to
1813/2003

Transocean

Improved working conditions forhelicopter crews.

18/4/2003 to
51512003

Mobil

Non-implementation ofagreed pension scheme

1216/2003 to
11712003

NNPC

Restructuring

3/8/2003

SPDC

EP-Globalization: introduction ofglobal integrated business practice.

28/8/2003

Source: Sola Fajana.

Causes of strikes in the oil sector may be summarized as follows:

3.3.

•

failure to implement the terms and conditions agreed in collective agreements such as
non-payment of wages, demands for back pay, entitlements or early retirement
allowance;

•

workers' demands to participate in the company's decision-making process;

•

job losses in connection with company restructuring: In the strikes at Shell during
2003-04, for example, the central issue was the reduction of the size of the Nigerian
workforce during a worldwide reorganization of the company's exploration and
production businesses;

•

concerns among Nigerian workers that oil companies prefer to hire expatriate workers
even when qualified Nigerians are available. For example, during the strike of
ExxonMobil in 2004, the trade unions demanded the recruitment of more Nigerian
nationals than expatriate workers and a higher proportion of Nigerians in management
positions. Some strikes may, however, be attributed to a lack of communication
between Nigerian workers and expatriate managers.

Collective agreements
The right to bargain collectively is guaranteed under the Trade Union Act of 1978.
This law makes it mandatory for employers to recognize trade unions once they have been
formed and legally registered. It also guarantees that employees shall not be victimized or
intimidated by their employers on account of their trade union activities.
In the oil sector in Nigeria, collective agreements are negotiated at the company level.
There are no industry-wide negotiations because of the inability of the oil employers to
come together in collective negotiations. Some oil employers meet informally to review
industry trends but does not engage in industry-wide collective negotiations with
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NUPENG and PENGAS SAN national bodies. Each company and their employees
constitute a bargaining unit.
Wage increases and other terms of working conditions are negotiated at the company
level. The outcomes of the negotiations are therefore often governed by each company's
financial situation.

In order to increase their bargaining power, workers in small and medium-size oil
companies unite to negotiate with their companies. The fact that wage increases and
conditions of work at these small and medium-sized oil companies are identical bears
witness to this positive practice - but the large oil companies' unions have yet to come up
with such a strategy. Seven small and medium-sized oil company unions came together to
form a united front to gain better settlements at the negotiating table. They included: Osun
Tobisi Enterprises; Olakunle Ashaye & Co; Olu Adekoyen & Sons; H Sunbay & Sons;
Casac Nigeria Limited; Samuel Idowu & Sons; and Soga Dawodu Ameko.
Collective agreements are valid for two years in the oil industry, and often include a
re-open clause to enable the parties to re-negotiate for contingencies before the expiration
of an existing agreement.
They normally cover such matters as periods of probation, the direct deduction of
trade union dues from workers' wages, grievance and dispute settlement procedures, and
procedures for industrial action. Other matters covered are: arrangements for joint
consultative committees, disciplinary actions, hours of work, shift work, overtime, public
holidays, field allowances, compassionate leave, annual paid leave, medical assistance,
sick leave, maternity leave, occupational accidents, funeral assistance, merit systems, wage
increases as well as all other allowances, bonuses and leave arrangements.
Trade unions in the oil sector usually initiate negotiations by sending in a list of
demands to employers. The parties then set the schedule and agenda for the negotiations
among other requisite protocols.
Although women's participation in trade union leadership has been increasing, the
number of women actually involved in negotiations remains low. However, trade unions
are continuing their efforts to organize more women workers and to encourage them to
participate actively in trade union activities, especially in leadership positions and union
negotiating teams.
Contract workers participate to some extent in collective bargaining in the oil
industry. Despite this, a fairly large number of contract workers are not unionized - and
therefore not covered by collective agreement. Trade unions fail to attract foreign workers
because their terms and conditions of work are much better than those of unionized
Nigerian workers.

3.4.

Grievances
Collective agreements contain internal grievance procedures with a built-in potential
to ensure a speedy and effective settlement of disputes, although this is not often achieved
in practice. box 3.1 contains a model of the statutory disputes procedure in Nigeria.
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Box 3.1
Resolution mechanisms in Nigeria
The Trade Disputes Act trade dispute as "any dispute between employers and workers or between
workers and workers which isconnected with the employment and physical condition ofwork ofany person".
Section 2 of the Act stipulates the procedure for settling a trade dispute. When there is an existing
agreement between workers and employers on how to settle disputes, the parties must first exhaust all the
existing procedures. Ifthis fails, the parties may take the following steps:
Mediation
If the parties are unable to reach a settlement under the agreed procedure, or if no such agreement
exists, both sides must meet within seven days with a mediator appointed byboth parties with a view to settling
the dispute amicably. If the parties are unable to find a solution with the mediator, they have to inform the
Minister formally, and he may refer the dispute toconciliation.
Conciliation
The task of a conciliator appointed under the Act is to facilitate negotiation between the parties, with a
view to arranging a settlement. If a settlement is reached, the conciliator sends the terms of the agreement
signed bythe parties tothe Minister. When the conciliator is unable to resolve the dispute, he has to report it to
the Minister.
Arbitration
Should the mediation fail, the Minister refers the dispute to the Industrial Arbitration Panel (lAP). An
arbitration tribunal ofone or more arbitrators constituted bythe chairman ofthe lAP listens tothe parties ortheir
representatives on the dispute. This tribunal then decides on the outcome and communicates its decision tothe
parties involved, as well as to the Minister, who may decide to either refer back to the tribunal for
reconsideration, orconsider it valid and publish it.
National Industrial Court (N/C)
The National Industrial Court (NIC) isthe body of appeal in settling industrial disputes. Cases are referred
tothe NIC bythe Minister if the parties are not satisfied with the outcome decided by the lAP.
Source: Sola Fajana: Industrial Relations inNigeria: Theory and Features, Labofin & Co. Lagos, 2002.

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. Notwithstanding, several employers have
attempted to seek redress from the conventional courts when their rights are threatened by
their employees' strike actions. box 3.2 shows an example of a judgement issued by the
court in a case of claimed illegal strike action by PENGASSAN and NUPENG against the
Lonestar Drilling Company.
Box 3.2
Order in a case of theindustrial action by PENGASSAN and NUPENG
against the Lonestar Drilling Company
Upon this motion on notice dated and filed atthe Court's Registry on the 21st day of March 2002 praying
this Honourable Court for the following orders:
An order of this Honourable Court striking out the Plaintiff's suit on the ground that the court lacks
jurisdiction to hear and determine the matter.
And forsuch further order as the Honourable Court may deem fit to make inthe circumstances.
Take notice that at the hearing of this Motion, the Defendants/Applicants will rely on the Statement of
Claim filed bythe Plaintiffs/Respondents.
Take further notice that the ground upon which this application is founded isthe matter of an intra-union
or/and industrial relations dispute, which the Honourable Court does nothave jurisdiction toadjudicate upon.

WP-Extemal-2005-12-0148-1-En .doc

23

And upon reading the Affidavit in support of Motion sworn to by Olugbenga Adenodi Esq. for 1st and
2nd Defendants Counsel of No. 24, Mbonu Ojike Street, Off Ayinde Giwa Street, Off Alhaji Masha Road,
Surulere Lagos and filed atthe Court's Registry on 1st day of March, 2002.
And after hearing Olugbenga Adenodi Esq. of Counsel forthe 1st and 2nd Defendants move in terms of
the Motion Paper; AND U.I. Kanobi Esq. of Counsel for the Plaintiff opposing the Application; AND Taiwo
Abiodun Esq. ofcounsel forthe 4th Defendant not opposing the application.
It ishereby ordered that the case isaccordingly struck out.
Issued at benin city Under the Seal of the Court and the Hand of the Presiding Judge this 11th day of
November, 2002.
Signed: P. LABOH,
Senior Registrar.
Source: Suit No: FHC/B/CS/25/2002

In the interest of good industrial relations, employers sometimes take matters under
litigation out of the courts. The example of Shell Petroleum Development Co. of Nigeria
Limited and PENGASSAN, when the plaintiff issued a notice of discontinuance, is a case
in point (Suit No: ID/1304/2003). The statutory disputes procedure contained in collective
agreements gives jurisdiction over industrial relations matters to the labour courts
(Industrial Arbitration Panel and the National Industrial Court), and not to the civil courts.
Furthermore, the State often intervenes in industrial disputes. An example of state
intervention in a dispute in the oil industry on grounds of protecting law and order is
described in box 3.3.
Box 3.3
An example ofstate intervention to resolve a dispute inthe oil sector in Nigeria
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•

On 17 September 2003, the federal Government decided to intervene in the dispute between NUPENG
and PENGASSAN), and various oil companies. The Minister of Labour and Productivity organized a
meeting with the Internal Affairs Minister, the Group Managing Director of Nigeria National Petroleum
Corporation (NNPC), the Director-General of the State Security Service (SSS) and the Permanent
Secretary ofthe Department of Petroleum Resources.

•

The Minister noted that the meeting had been prompted by the realization that, although the points
involved had to dowith labour issues, the different statutory functions ofthose concerned dictated that the
resolution ofthe dispute called foran holistic approach.

•

Unions complained of the non-implementation of the collective agreement by oil companies in Nigeria
(such as Mobil Oil Nigeria, Transocean Sedco Forex Nigeria, ConocoPhillips and Chevron Nigeria), as well
asthe negative consequences of globalization.

•

Other complaints, the Minister disclosed, involved :job insecurity; the increased cost offavouring business
with the home countries ofthe multinational oil companies; capital flight; the influx of expatriates into the oil
sector resulting in the wrongful termination of Nigerian workers; the casualization of labour/contract
staffing; the marginalization of Nigerian directors/management staff; the non-payment of severance
benefits, particularly by Texaco Overseas; and anti-union activities byemployers.

•

Other specific complaints included: the replacement of Nigerian workers by expatriate workers; the nonpayment ofworkers' pensions and gratuities; the failure to conclude and implement collective agreements;
threats of redundancy; victimization and intimidation of union members; opposition to trade unionism;
discriminatory wages; and the forced transfer ofemployees.

•

The Minister recalled that PENGASSAN had threatened industrial action on the same issues in July 2003,
but that his timely intervention had averted a crisis. He said that ata meeting on 3 August with the Ministry,
PENGASSAN had formally presented the points indispute to the Minister. He also stressed that the Group
Managing Director of the NNPC, Mr Jackson Gaius-Obaseki, had intervened on the same issues but had
noted that, until now, the parties involved had been unable to put the problems behind them.

•

In its complaints, NUPENG and PENGASSAN also accused the NNPC of failure to: implement collective
agreements; reinstate 23 of its members exonerated by a House Committee; and deal with the case of
over 2000 employees of the corporation allegedly earmarked for compulsory retirement. The unions also
accused the Ministrv of Internal Affairs of indiscriminate and cenerous approval of expatriate Quota
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positions for many oil companies to perform ordinary duties for which many unemployed Nigerians could
have been engaged.
•

The Minister noted that the Security Service had made a similar observation through the Special Services
Office in the Office of the Secretary to the federal Government a few months before, leading to an InterMinisterial meeting. He stressed that the unions' complaints hinged on unfair labour practices, while other
issues were prejudicial tothe political and economic well-being ofthe country.

•

The Minister also said that the unions' allegations, if anything to go by, were capable of creating tension
and grave industrial unrest in the oil sector and straining the political and economic relationship between
the major stakeholders - most importantly, the Nigerian authorities and the multinational companies. He
added that the meeting was designed to articulate a common position on the resolution ofall the points in
dispute.

Source: ThisDay Newspaper, 18Sep. 2003.

The meeting eventually succeeded in reaching an acceptable solution to all problems.
The federal Government, through the Department of Petroleum Resources, has similarly
intervened in oil sector disputes - with success in most cases. This may explain the
industrial peace that has prevailed in recent years. Indeed, apart from the actions of civil
society coordinated by the Nigeria Labour Congress to protest against the hike in fuel
prices, and in which oil unions participated, very few strike actions have been instigated by
the oil industry.

3.5.

Petrol prices and trade unions
According to the International Confederation of Free Trade Unions (ICFTU), many
strikes took place in 2003 and 2004 over increasing oil prices and the proposed amendment
to the Trade Union Act.
Most Nigerians believe that since oil is produced cheaply in Nigeria, its products
should be sold cheaply for domestic consumption. However, the costs of refining,
pipelines, storage, distribution and retailing are all extraordinarily high. Domestic refining
meets only about half the demand, so that the balance has to be imported at international
market prices.
About 450,000 barrels per day (bpd) of crude - about one-fifth of total productionare allocated for domestic refining. The NNPC supplies the proportion of the allocation
refined in Nigeria at a fixed price. Since January 2002, the price has risen from US$9.5 to
US$18 per barrel. The remainder of the allocation is exported, and the revenue thus
obtained is used to subsidize both domestic refining operations and the sale of imported
products at less than import parity prices. In 2001, the cost of the subsidy was estimated at
250 billion naira in 2001, or 5.5 per cent ofGDP.
The main determinant of petrol prices in Nigeria is the amount of government
subsidy. Attempts by successive governments to reduce the subsidies have met with strong
popular resistance. Increases in product prices raise living costs indirectly through higher
charges for road freight and passenger transport, as well as directly through motoring and
household fuel costs. As a result of these increases, trade unions - as the vanguards of civil
society - have called general strikes to protest against falling living standards.
For example, in June 2003, the Petroleum Products Pricing Regulatory Agency
(PPPRA), which is formally responsible for product prices, announced price increases of
over 50 per cent, with petrol to cost 40 naira per litre, and diesel and kerosene 38 naira per
litre. The agency argued that price increases were justified because the existing subsidy
level was excessive in relation to the current cost of importing products, which was
calculated as follows: 30.04 naira per litre for landed cost, including demurrage and
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financing, and 7.33 naira as a distribution margin. Another 1.5 naira was added,
incongruously, for highway maintenance. At pre-June 20 prices of 24-26 naira, importation
by private companies had become unprofitable and was being undertaken only by the
NNPC, resulting in domestic shortages.
The NLC called a general strike, with the support of the TUC, during which 19 trade
unionists were killed as a result of police violence and shooting. The strike severely
disrupted commercial life, especially in Lagos and Abuja, but the extraction and shipment
of crude oil exports were not affected. However, threats of call-outs by NUPENG and
PENGASSAN, hastened the government's decision to offer a compromise price of
35 naira per litre of petrol.
The rise in the price of petrol accelerated at the end of May 2004, when it jumped
from around 41.5 to over 50 naira per litre. NLC leaders complained that the Government
had reneged on its agreement. While recognising that the rise in international crude prices
had increased the cost of the subsidy, they suggested that this could be met by drawing on
the 'excess oil account'. Supported by the TUC, the umbrella grouping of senior staff
associations, and by many members of the National Assembly and various 'civil society'
Organizations, they declared a 'total strike' in June 2004.
The strike went ahead and armed police descended on the NLC headquarters,
shooting one trade unionist and injuring several others. It was suspended three days later
when, in response to a High Court decision, the PPPRA instructed the NNPC to revert
back to its ex-depot petrol price of 33.5 naira (from 38.5 naira) and the marketers to revert
to 41.5 naira.
In response to a peaceful strike in September 2004 to protest against wage and
pension arrears of up to 18 months, police attacked with teargas. Furthermore, the NLC
President was arrested at gunpoint, as well as five other trade unionists, after the
announcement of a four-day strike to try and reverse petrol price rises.
In October 2004, a four-day general strike in protest of high petrol prices was called,
despite a High Court ruling the previous month that had prohibited unions from striking for
anything other than labour issues. During the strike, a l2-year old boy and a man were
killed when police fired on protesters - and mass arrests ensued.

3.6.

Casualization of work and freedom of association
Violations of trade union rights are widespread in Nigeria and include: intimidation of
workers; refusal by employers to recognize trade unions; and dismissal of workers'
representatives for trade union activities. An increase in the casualization of workers has
made it difficult to organize workers, particularly in the oil sector.
"Casual labour" 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 oil
companies, the reason for using casual workers is to enable them to focus on their core
activities and thereby increase productivity. (Interviews with NUPENG and PENGASSAN
and a human resources officer in Elf Oil). In March 2002, a seminar was held by
PENGASSAN on casualization and contract labour in the petroleum industry. Recently, an
increase in contracted professional workers has emerged as another form of casualization.
Trade unions have fiercely resisted the proliferation of casual workers in the oil industry
(PENGASSAN Info., April 2002).
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In Nigeria, the term "contract workers" includes de facto ex-employees who obtain
fixed-term employment contracts after their retirement. This is a widely accepted practice
in Nigeria so that retired people can maintain decent living conditions after they retire.
The NLC has recently been campaigning against the extensive employment of casual
labour by both private and public employers. Casual workers receive little of the
protections and none of the fringe benefits provided to regular employees.
It is difficult to estimate accurately the number of casual workers in the oil sector.
There are no official records showing the magnitude and trends of casualization, and oil
companies do not disclose this information. In Nigeria, oil companies view local contract
workers as cheap labour and they are therefore often found in casual work. They are denied
the right to unionize, have no benefits or entitlements and their employment terms are
unspecified (Ogbeifun, 2004; page 25).

As a result of advocacy by the NLC and other unions decrying the increase in
casualization in the oil sector, a meeting was held at the Ministry of Employment, Labour
and Productivity in January 2004 in Abuja. The meeting was attended by representatives of
PENGASSAN, NUPENG, the Department of Petroleum Resources (DPR), NNPC, the
Ministry of Petroleum and the NLC, and TUC. The Meeting noted that the casua1ization of
labour was a phenomenon widely found in all sectors of industry.
The Meeting agreed the following:

3.7.

•

equal opportunities must be given to casual employees in the oil sector;

•

employers should abide by labour legislation, stipulating that the terms of
employment must be spe1t out when employment is shorter than three months;

•

oil companies should observe the rights of casual workers to unionize in accordance
with section 24 of the Trade Union Act; and

•

oil companies must comply with labour legislation, and facilitate job stability and fair
conditions of service.

Expatriate workers
As discussed in Chapter 1, there are at least 8,000 expatriate workers, who account
for about 12 per cent of the overall workforce in the oil sector - although the actual figure
is probably much higher. It should be noted that the number of expatriate workers in
unskilled and semi-skilled jobs has been increasing over the past few years. Expatriate
workers often occupy positions requiring special skills and expertise, with which Nigerian
workers cannot compete. They are also employed as trainers of new tools, equipment and
technology and hold managerial positions in multinational oil companies.
There is considerable disparity between the terms and conditions of work of
expatriate workers and Nigerian workers. The average pay ratio of expatriate workers to
Nigerian workers is about 4: 1. The fact that expatriate workers are highly paid causes a
certain amount of jealousy and they are often the target of Nigerian workers wishing to
improve their working conditions and rights. For example, in April 2003, nearly 100
foreign oil workers - including 21 American and 35 British nationals - were held hostage
by striking Nigerian workers on four offshore drilling rigs owned by United States-based
Transocean Inc. Similarly, in July 2003, young Nigerians took ten expatriate oil workers
hostage after their requests for employment with Consolidated Oil had been rejected. The
company explained that the young workers in question did not have the required work
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experience and qualifications and the Governor of Bayelsa State had to be called back
from a trip to the United Kingdom by President Obasanjo to intervene in the case. The
expatriate oil workers were subsequently released (Rigzone News).
A summary of expatriates' rights at work follows here-below.
Freedom of association: the right to freedom of association is guaranteed to expatriate
workers. The Labour Act provides that being a trade union member should not be a
condition of employment - neither should such employment be based on colour, skin or
ethnic origin. The certificates of registration given to the unions also state that foreigners
must not be precluded from union membership, although expatriate workers do not usually
join a trade union by choice. The superior terms and conditions of employment enjoyed by
expatriate workers as non-union employees obviously outweigh the relative advantage of
belonging to a union.
Right to strike: expatriates and Nigerian nationals are governed by the same rule of
law. Both are prohibited from going on strike because the oil industry is considered to be
an essential service.
Right to bargain collectively: expatriate workers who do not join unions cannot
exercise this right. They negotiate individually.
Equal treatment: although expatriate workers are in the minority in most oil
companies, their numbers have been increasing due to a relaxed policy on the expatriate
quota, which is reviewed yearly by the State. They benefit from more generous conditions
of work than their Nigerian counterparts with the same level of skills and education, who
often argue that this constitutes reverse discrimination.
PENGASSAN has pointed out that the expatriate quota has been abused by the oil
industry, leading to undue discrimination against highly skilled and qualified Nigerian
workers. Many Nigerian workers are marginalized to 'casual and contract work' and
compelled to accept poor conditions of work, such as contracts of less than five years,
extremely poor pay, no benefits and no retirement allowance (Ogbeifun, 2004, page 10).
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4.

Social dialogue

4.1.

Social dialogue in the oil sector
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' organizations in formulating and implementing labour, social or economic
policies (ILO, 2002, page 43).
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. The involvement of MNCs in the oil sector, however, has
been criticized. Although they have brought about a certain degree of modernization, they
have also contributed to some of the socio-cultural, ecological and political disruptions in
Nigeria. Notwithstanding, MNCs have managed to transfer some of their employeremployee relations practices from their horne countries to Nigeria.
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 spokesperson of
Halliburton, July 2004).

4.2.

Communications between employers and
employees in the oil sector
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
manager in Schlumberger). For their part, workers and trade unions insist that they should
be entitled to access to employers' policies on human resource management as employers'
decisions obviously affect their jobs (Interview with the General Secretary of
PENGASSAN).
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. An example of good communications between employers and
workers is shown in box 4.1. This case is unique in that employers, employees and their
trade unions discussed their problems and reached an agreement to save the company and
protect employees' rights and benefits.
Box 4.1
An example of anemployer/employee agreement on
manpower reduction in theoil industry in Nigeria
PENGASSEN and NUPENG met with Saipem/Nissco Ltd. to discuss the decline in oil production. After a
series ofmeetings (22 and 26July 2004, Victoria Island, Lagos), the parties unanimously agreed that:
•

redundancies would be made effective on 1August 2004 to revitalize the company;
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•

redundancies would affect employees who were currently on standby and annual leave (some of them
were seasonal workers);

•

any other employees who were not on standby might also volunteer tochoose redundancy, but it would be
up tothe company to accept;

•

compensation of500,000 naira (about US$4,500) would be paid toaffected workers;

•

any subsequent redundancy exercise between 26 July and 31 December 2004 would be govemed by this
agreement;

•

a severance allowance would be paid toall affected workers within a reasonable time; and

•

unions officials should not be included inthe redundancies.

Sources: PENGASSAN and NUPENG.

4.3.

Means of promoting social dialogue
in the oil sector
Other means of promoting dialogue between employers and employees are as
follows:
•

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.

•

Journals and magazines. These traditional methods of communication publish
information on the company's social events. Examples are: news on workers'
weddings, naming ceremonies, vacations, promotion, or retirement. Bulletins, notice
boards, newsletters, and house journals are also used.

•

Adoption of an open policy for industrial harmony and productivity. Workers are
encouraged to come forward with their ideas to improve communication throughout
the company.
Particularly in the oil sector, social dialogue is exercised through:

•

joint consultation;

•

contractors' forum; and

•

community dialogue.

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.

4.4.

Joint consultation
Joint consultation 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.
Joint consultation reinforces the cooperation between employers and their employees.
It further encourages workers to offer readily their cooperation in order to contribute to

increasing productivity and profits.
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Box 4.2
PENGASSEN's views on joint consultation
"... We are in a global business world - a very dynamic world that requires the unions to involve
themselves in managerial matters such as the manner in which companies are managed. Issues concerning
technology, the environment and organization are jointly discussed and must be agreed upon by all parties
concerned." (PENGASSAN Info, 2002, Vol. 1,No.2, page 20).
"Management in the oil industry ensures continuous communication with trade unions through
consultation, discussion, meetings, workshops, seminars, and conferences. This has greatly helped to improve
conditions of work and standards of living as well as ensuring safety and health. Good communication
convinces workers that they have an important stake in company and thereby leads to increasing workers'
loyalty" (Interview with Deputy General Secretary, PENGASSAN, Mr. Bayo Olowoshile on 19July 2004).

In 2001, Connoil, wishing to enhance communication between management and
workers, extended management briefings to all levels of workers throughout the year. This
effort was supplemented by departmental/divisional meetings. The company also
established a joint consultative committee (JCC) where all decisions affecting employees
are discussed. African Petroleum PLC holds consultations with employees on all matters
concerning their general well-being. It has set up a joint consultative committee and
organizes a gala night for celebrating achievements, as well as seminars on the company's
corporate developments and various ad hoc meetings.
At the large oil companies, Joint Consultative Committees (JCCs) are usually
organized at each work site, such as oil rigs, platforms, loading points, and at the head
office. At the small- and medium-sized oil firms, only one JCC is organized at the
enterprise level. The JCCs aim to:

4.5.

•

give employees an opportunity to improve management policies by participating in
consultations in which they can put forward their expertise, ideas and knowledge;

•

provide labour and management with a forum to exchange opinions and views about
all issues of joint interests at the workplace prior to any decision-making in order to
improve industrial harmony;

•

discuss the transfer of workers to other offices or sites. In the absence of JCCs, issues
on workers' transfer are usually unilaterally determined by the employers;

•

assist in fostering cooperation between management and workers to resolve problems
based on trust and confidence; and

•

improve industrial relations and business decisions based on mutual knowledge and
experience.

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
organized 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 SPDC service contract workers. The parties concerned, such as
SPDC, NUPENG and SPDC service companies, work together to ensure industrial peace,
in accordance with an agreement issued by a mediator of the Federal Ministry of Labour
and Productivity on 7 April 2004.
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4.6.

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 and killing of oil workers.

4.7.

The role of the State
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.
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 among themselves. It only intervenes when conflicts threaten national
security, at which time it may take action to ensure the proper functioning of the economy.
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. Box 4.3 illustrates the
important role of Government in promoting dialogue.
Box4.3
An example ofthe role ofthe Government in promoting
social dialogue in the oil sector in Nigeria
In February 2003, a meeting was held between the Minister of Labour and Productivity, the Presidential
Adviser on Petroleum and Energy, PENGASSAN and NUPENG, at the Ministry of Labour and Productivity,
Abuja.
The Meeting reviewed industrial action at the Department of Petroleum Resources (DPR), a supervisory
agent ofthe Govemment in the oilsector.
The parties agreed, inter alia, the following:
•

as regards autonomy: the parties would seek the cooperation of the National Assembly for a speedy
implementation of the relevant laws through a committee comprising representatives of the participating
institutions at the meeting; (the relevant laws are the Petroleum Act, the NNPC Act, etc., and such other
laws that affect the independence and the independence of the Department of Petroleum Resources);

•

as regards funding: to avert further crises arising from the non-payment ofworkers' benefits and salaries,
adequate steps were to be taken bythe Presidential Adviser and the Ministry of Petroleum Resources to
secure the required funds for the procurement of operational facilities and the implementation of decent
conditions ofwork;

•

as regards the Oil and Gas Sector Reform Committee: recommendations would be made to the
Government for the inclusion of PENGASSAN and NUPENG in the Oil and Gas Sector Reform
Committee set up bythe federal Government to restructure the industry; and

•

as regards communication: the meeting advised that there should be improved communication between
PENGASSAN and NUPENG and the relevant government agencies.

Source: PENGASSAN Bulletin (Feb.-Mar. 2003).

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.
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In addition, the National Assembly has the power to decide the following issues in the
oil sector:
•

privatization 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

•

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 government chairmen (mayors) 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 Transocean in 2004, the local chiefs, local
government authorities, and a number of governors intervened to obtain the release the
hostages.

4.8.

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,
PENGASSAN is known as an agent of social justice, and Nigerians regard it as one of the
most focused trade unions in the country. PENGASSAN initiates dialogue with competent
public authorities in order to influence public policies, and works with other civil societies
to enhance its members' and peoples' interests.
PENGASSAN has addressed a number of issues. For instance, it has:
•

protested against the Government's plan to privatize the Nigerian National Petroleum
Corporation (NNPC) on the grounds that there was no real need to privatize because
the company has been extremely profitable;

•

expressed its opinion that casualization increased job insecurity, which would harm
the development of the Nigerian economy. It also raised a concern about contract
work in general and called for an immediate halt to it;

•

encouraged the autonomy of the Petroleum Inspectorate Commission and the
Department of Petroleum Resources to promote the safety and health of oil workers;

•

advocated an increase in national workers' participation in the Nigerian petroleum
industry;

•

promoted 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;

•

called for good practices in collective bargaining and the fair implementation of
collective agreements in the oil sector, thus taking these issues into the public
domain;

•

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;

•

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
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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. This effort paid off only in 2005, when the Government issued the Trade
Union Act 2005, and the Trade Union Congress (TUC) received a legal backing, with
a sizeable number of senior staff associations in its fold.
Some of the above concerns are also captured in a communique issued by
PENGASSAN published in ICEM InBriefs in box 4.3.
Box4.3
Communique issued by PENGASSAN concerning the use
of casual workers in the oil and gas industry
ICEM Nigerian affiliate PENGASSAN is adamant about improving laws and regulations concerning the
use ofcasual workers.
At a four-day workshop in mid-June in Owerri, Imo State, leaders of the white-collar petroleum union
issued a communique aimed at both the Nigerian Department of Petroleum Resources and contractors which
stated that PENGASSAN members frowned at the increasing level of casualization and contract staffing in the
Nigerian Oil and Gas Industry because of itsdehumanizing and exploitative nature. It further cautioned that the
proposed recruiters' license should be given to consultants who would respect labour laws PENGASSAN also
advocated that such licenses be renewed annually to check abuse, while the Association should be made to
certify that the vacancies tobe filled were temporary in nature.
The workshop also reaffirmed the stand of the Association on unionizing contract workers and urged
companies that were yet toenter into collective agreements with this category ofworkers todo so immediately.
The union isalso seeking an amendment tothe Petroleum Act of 1969 in that private enterprises awarded
licenses to build new refineries are given two-to-three years' maximum to construct such refineries, or risk
losing permits and licenses.
PENGASSAN insists that atleast 40 per cent of all crude oil drilled in Nigeria be refined in the country in
order tocreate jobs for Nigerians.
Source: ICEM InBriefs Issue 37, 27June 2005.

4.9.

Social dialogue and industrial action
Ifthere were no effective social dialogue in Nigeria, the country's national economy
would be jeopardized because this would have repercussions on the oil industry and
threaten national security. 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 millions
of naira 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).

4.10. Expatriate workers and social dialogue
As regards consultation and dialogue between contract and expatriate workers and
their employers, the attitude of the multinational oil companies needs to be noted. Parent
companies often consider that contract workers are not their responsibility but that of the
contractor, the do not therefore intervene in matters concerning their unionization.
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As a general rule, the unionization of contract and expatriate workers is rare in the oil
sector, as are collective agreements. Dialogue with employers at the parent company exists
in an extremely limited number of cases. However, parent companies often encourage their
outsourced firms to observe the laws of the country, which includes freedom of
association.
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5.

Conclusions

5.1.

Conclusions
The oil industry is the backbone of the Nigerian economy. Nigeria is the sixth largest
producer of crude oil in the world. Its oil industry generates over 95 per cent of the
country's foreign revenue, and about 80 per cent of government revenue. The oil industry
alone creates over 65,000 direct jobs in Nigeria, and more than 250,000 jobs in non-direct
employment. Most of the exploration and production of crude oil is concentrated in the
Niger Delta, where six major multinational oil companies operate. All of them have made
joint venture agreements with the Government of Nigeria, which holds the majority share.
Employment in the oil sector has been steadily increasing over the past few years and
stood at about 64,000 in 2003. 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. Women workers account for approximately five per
cent of the overall workforce, but are generally found in peripheral jobs.
Until March 2005, the Government of Nigeria promoted compulsory union
membership at the workplace. In the oil industry this has resulted in a 60 per cent
unionization rate. Oil workers are unionized 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' organization to represent the
interests of the Nigerian oil industry as a whole.
The system of remuneration has recently undergone a major change with the
introduction of the "monetization" policy. In the past, workers' wages and benefits were
made up of a mixture of payments in cash and in kind. However, the new "consolidated
monthly salary (CMS)" ensures that all wages and benefits are paid in cash only. Salaries
for white-collar workers in the oil sector are impressively high, while wages for production
workers in the oil sector, although lower, are still higher than for workers in the same
category in other economic sectors. This may be attributed to the fact that the oil sector
requires more highly skilled workers. The statutory weekly working hours for white-collar
workers and blue-collar workers in the oil sector are 40 hours a week. Normally, weekends
are not considered as working days. Overtime premium rates are paid at 150 per cent of the
hourly rates; weekend and public holiday work premium rates at 200 per cent. In the oil
sector, overtime payment is paid at the end of each month, which is good practice in
Nigeria since deferred payment is the norm in other economic sectors.
Training is regarded as an integral part of workers' fringe. After the introduction of
the CMS, workers' training and education expenses were added to monthly wages. The
Government of Nigeria has encouraged job training for Nigerian workers to promote their
participation in the national labour market, including in the oil industry. The number and
percentage of accidents in the oil sector is much lower than in other economic sectors. Oil
companies in Nigeria have emphasized the importance of safety and health at work,
although workers' participation in safety and health at work is limited. Oil companies
provide their workers with good medical care and insurance.
Nigerian employers and employees in the oil industry share the view that effective
dialogue is mutually beneficial to employers and workers. Dialogue requires a constant
dissemination and exchange of information on corporate management matters such as
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business plans, strategies, business trends and labour policies. 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. Joint consultation is a bipartite dialogue between employers and employees
exclusively in the oil sector, but it is not a substitute for collective bargaining. It is also
concerned with exercising industrial democracy, which enables the parties concerned to
share their views on company business, and throughout the process, workers can
participate in the company's decision-making. Joint consultation gives employers and
employees an opportunity to learn - and to find amicable solutions to - the issues and
problems inherent in industrial relations. 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. The Government's
role is crucial to the growth of social dialogue, and it has adopted a policy known as
"limited intervention and guided democracy." Under this policy, the Government does not
intervene in industrial relations as long as the employers' and employees' relationship
develops along sound lines and does not put national security at stake.
At first glance, the laws in Nigeria seem to recognize freedom of association, and oil
companies appear to respect workers' basic rights. However, the right to strike is restricted
as any industrial action that falls within the category of "essential services" - which
include the oil sector - is banned. The Trade Dispute (Essential Services) Act, 1976, states
that the President can proscribe any trade union or association, whose members are
employed in an essential service, if they have caused industrial unrest or been involved in
acts calculated to disrupt the smooth running of the essential services. The Government of
Nigeria thus makes it difficult for trade unions to exercise their right to strike. In March
2005, the Government amended the Trade Dispute (Essential Services) Act to bring it in
line with the ILO standards. In some areas, freedom has been strengthened, but any
industrial action in the oil industry remains categorically outside the law. Nonetheless,
illegal strikes have occurred frequently, with the state often intervening with armed forces.
Collective bargaining is encouraged, with wages and terms of conditions being
decided at the company level. A nationwide sectoral negotiation does not exist, and
therefore wages vary from company to company, according to the workers' bargaining
power. A considerable number of contract workers are excluded from collective bargaining
because they are not trade union members.
Privatization of the national oil company has shown that tripartite social dialogue can
address many issues. Only dialogue between employers and employees can identify the
problems and their solutions and ensure that workers' rights are respected.

5.2.

Recommendations
•

The oil industry continues to be a vital source of growth for the Nigerian economy.
The social partners share the responsibility of ensuring that good industrial relations,
unity and productivity reign in the oil sector. Trade unions are encouraged to continue
to take action to unionize workers, including contract and expatriate workers, and to
promote capacity-building programmes for their members in order to foster social
dialogue and democracy. Oil employers should support each other by uniting in one
employers' organization, so that they might work together with their counterparts, as
should the employers of national and multinational oil companies; the existing Oil
Producers' Trade Sector could form the basis for an employers' organization in the oil
industry.
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•

The Government of Nigeria could play a more credible role in promoting sound
industrial relations in the oil sector. For instance, it could gather information on good
industrial relations practices and make it available to the public. Several aspects of the
Nigerian labour laws that prevent sound industrial relations could also be amended,
using social dialogue as a tool to secure the full participation of the social partners.
The deployment of armed forces by the authorities to curb industrial action should be
avoided at all times. The Government should provide better employment security for
workers affected by corporate structural change and ensure that employers in new
organizations take over the labour responsibilities of the former organizations.

•

Social dialogue and consensus-building are prerequisites for good industrial relations,
which the parties must jointly and severally respect. The social partners should take
joint consultation and collective bargaining more seriously, planning the process more
adequately to share information and discuss in good faith.
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