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Abstract

This study critically examined the dynamics of the policies and practices of labour contracting
within the Nigerian oil and gas sector as operated by some selected multinational organisations,
namely: Mobil, Shell and Chevron. The study examined the nature of labour contracting, how and
why it was adopted; and the implications of MNCs using such policies and practices in managing
Nigerian workers. The study shed light on labour contracting arrangements and emerging em-
ployment relationships, as well as tensions among workplace actors. The research methodology
was qualitative and was essentially driven by a subjective philosophy. It has an ontological un-
dertone embedded with social constructionist approach. The target population for the study,
therefore, was all the randomly selected contract workers of the three MNCs, the contractors of
the user firms, and the two trade unions—NUPENG and PENGASSAN who were given survey ques-
tionnaires to complete and were engaged in semi-structured interviews. The study found that
there are increased tensions in the working relationship. Other findings from this study include:
the challenges that come with the entry point (recruitment); pronounced disparities in the remu-
neration packages between contract staff and permanent employees; contracted labour being
faced with poor working conditions; and increase in the precarious nature of job security.
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1. Introduction

The Nigerian oil and gas industry is heavily dominated by multinational corporations (MNCs) whose recruit-
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ment and selection are assigned to different levels of management. Organisations vary, as to which level of
management has responsibility for the recruitment of certain grades of employees. Given that the population of
Nigeria is over one hundred and seventy million [1] making it the most populous African nation, with discredit-
able unemployment statistics, the country is vulnerable for exploitation by MNCs in terms of cheap labour [2].
There is an obvious disparity in the conditions of service, including remuneration, benefits, and job security be-
tween contract workers and permanent workers. This often heightens tensions and creates insecurity within the
working environment [3]. Thus, the MNCs in the oil industry capitalise on the comatose nature of the unem-
ployment in Nigeria, paying salvage wages, and widening the gap between contract and permanent workers [4].

Labour contracting in the oil sector in Nigeria is perceived by the trade unions as a social phenomenon and a
hydra-headed monster in labour relations. Contract staffing in the industry was seen as a deliberate policy of the
MNCs who created it in place of permanent labour employment [5]. This is the placement of workers as tempo-
rary employees on jobs that are routine, continuous and permanent in nature. There are various nomenclatures
used to describe labour contracting, including labour contract workers, temporary staff, service contract workers,
direct hire, body shop, and fixed time contract, among others [3]. Whatever the name given, the bottom line is
that these workers are not on the user firms’ payroll and are therefore paid low wages, and hired and fired at will
by the service providers/contractors [6].

The MNCs in the oil and gas sector contract out a large portion of their workforce to labour contractors to
provide services to the companies (user firms) and pay the contractors service handling fees or commission;
notwithstanding the continuous, routine and permanent nature of the job. The principal companies (user firms)
in most cases employ these categories of workers, supervise their conduct and determine their salaries, but only
transfer payment to the labour contractors [7].

With the increasing use of labour contracting, there is a greater integration of this approach into the produc-
tion process. This tends to have changed employment practices and how workers’ rights are exercised [7].
Whilst organisations are quick to advance arguments in support of this approach in terms of reduced labour costs,
employment flexibility, and increased productivity, their antagonists see things differently [8]. In their view, the
organisations have contributed to reduce a continuous increase in the unemployment rate, particularly for those
from ethnic minorities [9]. On the contrary, those arguing against the use of this precarious employment contract
consider that this approach increases job insecurity, pays low wages, keeps the contracted workers in poor
working conditions, and increases tension among all of the parties involved—the user firm, the contractors, the
contracted workers, the permanent workers, their trade unions, and the government [10].

2. Theoretical Background
2.1. Conceptual Understanding of Organisational Flexibility and Labour Contracting

Flexible employment has increasingly become a focal point of discussion and dispute among scholars, practi-
tioners, politicians and the public of many countries. It is no longer in doubt that managers have strong concerns
in favour of an in-firm flexibility and internally-divided labour market for reasons of maximising profit, devel-
oping an ability to respond to changes in market conditions and control or better manage its workforce [11].
Flexible employment policies are tactical tools in the hands of employers and managers, used in designing con-
trol systems at work. For Serrano [12], flexible employment policies can be categorised as one of the four key
guiding principles of human resource management—the others include the incorporation of human resource
management issues into strategic plans, high commitment and high quality. Hatton [8] argue that flexibility can
be viewed as an aspect of strategic HRM adopted by organisations to strip out jobs which do not contribute di-
rectly to production. Bamber et al. [13], point out that concern for flexibility has arisen as a response to issues
relating to globalisation, increased market volatility, uncertainty, acceleration and pervasiveness of technologi-
cal change, and the intensification of international competition. The debate on flexibility, as proposed by Atkin-
son [14] [15], is akin to the notions of the dual labour market theory.

Specifically, flexible employment refers to employees or workers on precarious market-mediated contracts
such as short-term, part-time and quasi employment which are managed by business-related contracts such as
sub-contracting, the use of self-employed independent contractors and labour contracted workers [16]. Flexibil-
ity has come to be seen as a solution or cure for organisational inefficiencies and a policy of economic good, in
the sense that it helps in the creation of jobs [17]-[19].

Atkinson [14], who espoused the flexible firm model, suggested that, as employers reorganised their internal
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labour market, they were tending toward the division of the workforce into a two tier market of core and peri-
pheral. Atkinson’s thesis on flexible firms is akin to the notions of the segmented labour market theorists, that
the flexible firm is an in-house divided workforce: a “core” workforce of stable, skilled workers with access to
secure employment and prospects for career growth. The secondary segment of insecure employees, on the other
hand, is made up of employees who enjoy less security as they are in and out of contracts due to limited con-
tractual employment, i.e. short-term contracts, part-time contracts or government training schemes [20]. Such
workers are open, to a considerable extent, to insecurities in the labour market. In this group, workers share
common traits: they are increasingly insecure, often poorly paid, supposedly meant to be semi or non-skilled but
more often are skilled workers vulnerable to the volatility of market forces.

There have been several objections to the flexible firm approach. First, it is not clear if the flexible firm model
describes reality or whether it is another approach employers may use to control labour. On one occasion, Pollert
[21] pointed out that Atkinson appears to argue that it is neither an example of a type of company, that already
exists, nor ideal for what firms could achieve; rather, it is an investigative tool for examining the various
changes taking place at the workplace. On the other hand, Battisti and Vallanto [22] insist that flexibility is no
longer an analytical happening in employment. They points out that the organisational flexibility concept is be-
ing contested on different fronts. They further identifies the following as part of the key issues that have
emerged: “What forms of labour flexibility are being sought by organisations?”; “What are the reasons for such
changes?”; “Is flexibility being developed as a strategic response to changes in market conditions?”; “What are
the consequences of increased flexibility?”; and “Are they consistent with the emphasis on ‘high commitment’
within HRM?” [23].

For Pollert [21], other problems with the flexible firm model include the inability of the proponents to adduce
convincing evidence to prove that companies are adopting a flexible strategy. There is the inability to define
convincingly what they mean by “core” and “periphery” or the premise on which the distinction is made. Much
of the recent debates of the flexible firm have centred around the empirical evidence for the influence of the
core-periphery thinking on organisations. Labour contracting and the precarious employments associated with it
are often characterised by uncertainty which introduce complexities into the employment relationship [24].

The practices found among the oil MNCs in Nigeria are not different from what is described. Whereas per-
manent workers within the core segment of the MNCs are protected by the two trade unions in the firms, work-
ers within the periphery segment are not protected. The two trade unions referred to are Petroleum and Natural
Gas Senior Staff Association of Nigeria (PENGASSAN), which represents the senior and middle management
workers, and Nigerian Union of Petroleum and Natural Gas (NUPENG), which represents the junior workers.
The MNCs studied do not accord these unions recognition to bargain for workers within the secondary work-
force. For example, the PENGASSAN and Shell Nigeria have an agreement that covers only workers in the core
(4500 permanent workers) of Shell Nigeria [25]; yet there are over 50,000 contract workers and this excludes all
expatriates [26]. It is important to note that, the oil MNCs operating in Nigeria vehemently opposed the forma-
tion of a trade union in August 1978 [27]. These findings are similar to Redman [28] who reported that 54% of
employers were neutral about their employees being members of a union while 17% absolutely did not favour
the employees being members of a workplace union.

The impact of the union’s inability to protect contract workers appears to have extended the frontiers of in-
fluence or role of the ethnic associations who, through influential job gate-keepers or personalities, negotiate re-
cruitment, promotions and protect jobs of its members within the MNCs in Nigeria. The role being played by
ethnic associations has weakened the trade unions. This is because multinational oil companies’ management are
harnessing the use of ethnicity as a divisive instrument in their control of labour [25]. There is a consensus
among workers, union officials and scholars that the pursuit of a large secondary workforce via precarious em-
ployment contracts for reasons of profit or control has come with a cost [29] [30]. Non-cordial relations at work
have been an issue accompanying the large scale use of insecure workers.

2.2. The Nigerian Labour Market and Labour Contracting

Nigeria has emerged as Africa’s largest economy with 2013 GDP estimated at US $502 billion after the “rebas-
ing” exercise in 2014 [1]. Oil has been a dominant source of government revenues since the 1970s. Regulatory
constraints and security risks have limited new investment in oil and natural gas, and Nigeria’s oil production
contracted in 2012, 2013 and 2014 [31]. Nevertheless, the Nigerian economy has continued to grow at a rapid
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6% - 8% per annum (pre-rebasing), driven by growth in agriculture, telecommunications, and services, and the
medium-term outlook for Nigeria is good, assuming oil output stabilizes and oil prices remain strong. Despite its
strong fundamentals, oil-rich Nigeria has been hobbled by inadequate power supply, lack of infrastructure, an
inconsistent regulatory environment, a slow and ineffective judicial system, unreliable dispute resolution me-
chanisms, insecurity, pervasive corruption and alarming unemployment rate.

In Nigeria, the unemployment rate measures the number of people actively looking for a job as a percentage
of the labour force. Unemployment rate in Nigeria averaged 15.97 percent from 2006 until 2015, reaching an
all-time high of 24.20 percent in the first quarter of 2015 and a record low of 5.30 percent in the fourth quarter
of 2006 [1]. Economic diversification and strong growth have not translated into a significant decline in poverty
levels as over 62 percent of Nigeria’s 170 million people live in extreme poverty [1].

The oil unions’ decade-long fight for higher wages, job security, and benefits has occurred while corruption,
pollution, and corporate indifference have eroded job growth and living standards in the rest of the country [2].
As a result, Nigerian oil workers are vulnerable to a new kind of attack—quiet but more potent through an in-
dustry-wide shift away from regular, full-time work toward forms of cheaper temporary labour and short-term
contracting. This process, called “casualisation” or labour contracting in Nigeria, attempts to lower corporate
costs while breaking workers’ strength—pushing oil workers out of an industry they built and pitting them
against one another in a struggle for jobs in a country where an estimated 71% live on less than $1 per day [32].
This again poses a challenge for trade unions as contracted labourers have short term employment contracts, and,
as such, do not often feel the need to belong to a trade union. This weakens the strength of the union [33]. The
rise of casual employment is a global trend [10] [27]. The Nigerian oil industry is just the latest snapshot in a
larger global picture where decent work as a path to broad-based development is rejected and more jobs are
created through outsourcing or labour agencies/contractors. Work is often temporary, with uncertain wages, long
hours, and no job security [34]. The push toward casualisation in Nigeria is evidence of a continued effort by the
government and corporate elites to maximise oil profits at the expense of a long-term job policy, transparent
governance, and shared economic development [3].

The unions are not barred from organising secondary workers in the firm; however, the evidence suggests that
union officials have not concerned themselves with organising this group of workers. Since a large proportion of
the workers are located in the secondary workforce, the inability of the unions to organise and effectively
represent this precarious group of workers has resulted in the unions being weak. The lack of a collective repre-
sentative voice for periphery workers in the multinational oil companies in Nigeria is in negation of section 1 of
the Nigerian Trade Union Act 1973. This legislation allows unions to organise and represent all kinds of work-
ersina firm.

2.3. Methodological Approach

The research methodology is qualitative and was essentially driven by a subjective philosophy. It has an onto-
logical undertone embedded with social constructionist approach. The target population for the study, therefore,
is all the randomly selected contract workers of the three MNCs under consideration—Mobil, Shell and Chevron.
The samples in this study were selected on purposive bases. There were three samples. The first was selected
among the contracted employees; the second category was the contractors and the third was the trade union offi-
cials in the oil industry. 300 questionnaires were distributed and 219 were returned, representing 73 percent re-
sponse rate. In validating this survey, 68 participants were interviewed and obtained data were interpreted with
the use of NVivo software. The NVivo is perhaps the most widely used and potent computer software for the
analysis of qualitative data for management scientists [35]. With the use of this powerful software, all the ques-
tionnaires’ data for this research study were defined. Given the nature of the data and the research questions, a
descriptive statistical method that includes frequencies and percentages were used, in order for easy clarifica-
tion.

2.4. Results, Findings and Discussions

2.4.1. Labour Market Entry Point for the Contractors and the Contracted

The quality of an organisation’s human resources is said to depend on the quality of its recruits [36]. Recruit-
ment is the process of attracting and finding supposedly capable hands for a job; the process will begin when
new recruits are sought. The complexity of international recruitment by MNCs compounds an already difficult
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recruitment environment. Thus, as more firms become international, attracting foreign managers to work for
domestic firms and finding domestic workers to join foreign organisations increases the complications [37].

Labour contractors are a significant group in the labour market of MNCs operating in the Nigerian oil and gas
sector. This is because Shell, Mobil, and Chevron managers have increasingly outsourced a variety of their or-
ganisational task activities to labour contractors. A contractor with Mobil pointed out that:

“It amounts to fallacy for anyone to conclude that the MNCs find it easy using contract workers to carry out
their tasks. The process of engaging a contractor with any of these firms is not so straight forward, and usually
expensive. The user firms are required by law to advertise for contractors and screen them before the contracts
could be awarded. This is by no means cheap. And when you look at what is contracted out, they range from the
very technical aspects of production to the mundane tasks of driving and catering services”.

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

“Biddings can be won or lost before the management even places such jobs in the market for a bidding exer-
cise; a lot depends on how highly influential your contact is. If the manager or contact person is influential, you
will get the job. The bidding exercise is nothing but an attempt to fulfil all righteousness as it is often a mere
formality. This is because the managers have already agreed on who to select”.

It might be safe to assume that one of the challenges with international recruitment and selection processes is
that they are often aimed at traditional, standardised and generic hiring methods, although with some cosmetic
colourations. Budd and Spencer [38] pointed out that, at each managerial level, managers may have similar re-
sponsibilities, but with different activities in size and scope. This is true when considering recruitment at inter-
national levels by MNCs who must appreciate the local challenges and the need for native knowledge.

The use of positive discrimination or the arbitrary way in which certain contracts have been shared has irked
some individuals, and created a lot of heated problems among communities competing for a share of labour con-
tract jobs within the Niger Delta oil region in Nigeria [39]. To underscore the significance of the ethnic groups,
particularly within the oil producing regions in Nigeria where the activities of militants are more pronounced,
came the voice of a group called the “Itsekiri Patriots”. The group unequivocally came out lamenting the discri-
minatory manner in which contracts were awarded to non-locals while at the same time favouring one commu-
nity over the other. The community is one in which Chevron primarily operates, and their views were well arti-
culated in a conference held in January 1999. They argued that:

“The Itsekiris are hardly represented in the workforce of oil companies much less at the management levels,
especially in Chevron Nigeria Limited, which has the bulk of its production in Itsekiri land... Even in Ugborodo
and Ogidigben, its operational base has no electricity, water and motorable roads. Indigenes still depend on
rainfall and shallow wells as sources of drinking water. In terms of employment opportunity, the Itsekiris are the
least to be considered and the first to be sacked, usually for no just cause”.

Beside the allegations of neglect and systematic exclusion of local communities in Itsekiri, Chevron was ac-
cused of a “divide and rule” policy aimed at playing community groups against one another. In some cases, at-
tempts were made to manipulate the selection of contractors as preferred candidates [5]. Another contractor with
Shell stated during the interview that:

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

This study revealed that there are three ways through which contract employees gain entrance into the
firms—these include: a) direct recruitment, b) a labour contractor who has a contract to bring in employees and,
¢) those that join on a contract for service basis. The last two categories are more relevant to this research.

Workers who occupy the valued core spots of Shell, Mobil and Chevron and are normally called “tenured
staff”, are employed on a full-time/permanent basis, and as such, are usually in through the direct recruitment
means. Remuneration for this category of workers includes a basic salary, standard allowances and other envia-
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ble welfare packages [40]. Candidates applying for tenured employment are made to enter into a contract for
service with Shell, Mobil and Chevron Nigeria, specifying the terms and conditions of service and the effective
date on which the company has engaged the worker. Bamber [13] notes that organisations use different ap-
proaches in different countries in which they invest, which largely depends on the company’s extent of global
integration against local/national embeddedness.

The Nigerian oil workers have many ways of describing the contract labour system, as mentioned in the pre-
vious section. The two unions—the Petroleum and Natural Gas Senior Staff Association of Nigeria (PENGASSAN)
and the National Union of Petroleum and Natural Gas Workers (NUPENG), they are campaigning all-out
against what they see as exploitation. When oil and gas production began in Nigeria, “the companies were inte-
grated in terms of structure, staffing and operations”, recalls NUPENG General Secretary. Unfortunately, “over
the last twenty-five years, an ugly situation started emerging with the contracting out of certain jobs, perceived
by these companies not to be directly linked with the core production line”. This “cankerworm” has, he says,
“eaten deeply into the industrial relations practice in the oil and gas industry.” A contract staff with Shell In-
formation Technology department informed that:

“The oil companies are making so much money from Nigeria and only embark on capital flight, rather than
use part of the money in creating sustainable employment opportunities in this country. Some of the practices
you find with the companies will not happen in any other part of the world but they (the MNCs) are capitalising
on the comatose nature of the Nigerian economy. But for the alarming unemployment rate plus a very weak le-
gal structure, the situation could have been different | suppose”.

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

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

The internal labour market in Shell, Mobil and the Chevron Nigerian subsidiary can be divided into the core
and periphery (servicing sector) segments. The core segment is similar to the character of Atkinson’s flexible
firm model as depicted in Figure 1 below.

Self-Employment;

Sub-Contracting;

Agency Workers;
Outsourcing

First Periphery Group;:
Secondary Workers;

Internal Labour
Market; Numerical &
Functional Flexibility

Core Groups; Primary
Workers; Internal
Labour Market;
Functional Flexibility

Figure 1. The Atkinson’s model. Source: Atkinson, 1984.
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This is made up of workers with relatively stable employment, who are usually well remunerated with
“mouth-watering” benefits that keep them secured against the highly-fluctuating economic conditions in the
country. Such contracts also provide enormous opportunities for career progression within the various depart-
ments of the organisations. Those in the core are often recruited through formal firm-specific recruitment pro-
cedures. At present, Shell, Mobil and Chevron have policies of directly employing a limited number of gra-
duates and experienced professionals on permanent basis. The scale and dimension with which the companies’
management have engaged the use of contract workers have made the core of Shell, Mobil and Chevron Nige-
ria’s internal labour market a highly valued spot for Nigerian graduates and professionals to occupy [25].

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

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

As the shift towards a two-tier workforce becomes more entrenched with pronounced job insecurity, the
MNCs have inadvertently increased resentment among individuals and surrounding communities. This purpo-
sive employer segmentation or flexible strategy incentivised by economic motives provides a scope for internal
work conflicts, which often spill over to the surrounding communities [41]. The dissatisfaction of contract
workers with the new forms of work organisation has led to increased community tension [27].

The work environment in traditional Nigerian communities was characterised by security of employment,
devoid of the fear of redundancy, dismissal or early retirement [2] [42]. This practice was prevalent in civil ser-
vice jobs, where employment contracts are often on a permanent basis. In urban and rural Nigeria, the prefe-
rence of work-for-life is obvious, as social security is a virtually non-existent resource. For many in Nigeria,
getting a “permanent job” is the only way they can augment the poor allocation or distribution of social ameni-
ties.

2.4.2. Remuneration of Contract Staff

Compensation, reward, remuneration and payment are the four most commonly used terminologies when de-
scribing what an employee deserves after his/her services to an organisation. All of these can include monetary
or non-monetary value. Wages and salaries are decreasing as many organisations move towards the harmonisa-
tion of terms and conditions for different groups of workers [43]. Contemporary pay systems (outside the enter-
tainment and professional sports fields) are characterised with cost containment, pay, and benefit levels com-
mensurate with what a company can afford, and by programmes that encourage and reward performance [44].

A number of authors, including Gomez-Mejia et al. [36], Mullins [45], and Eyupoglu and Saner [46] have
drawn a link between remuneration and job satisfaction. In Nigeria, there is a minimum wage for public sector
workers, which is not enforced by employers in the private sector [41]. As a result, wages and benefits in the oil
and gas sector are determined by the management of the organisation and this differs significantly between the
“tenured staff” and the “contract staff”. On the question of remuneration, employees were asked to give an idea
of the disparity (if any) in their (contract workers) salary and that of the permanent workers.

No. of respondents Percentage
Disparity base on contract 175 80
Satisfied with pay 39 18
Indifferent 5 2
Total 219 100%

The range of responses showed that 80% of respondents believed that they were paid significantly less than
their colleagues depending on the type of contract; 18% were in agreement of pay satisfaction; and 2% claimed
to be indifferent. A contract staff with Chevron in the Engineering department said that:

“There is no equity in the reward system here. At least, you will expect that internal equity will ensure that
more demanding positions or better qualified people within the organisation are paid more, but that is not the
case. Rather, if you are a contract staff, you get less, even when you are better qualified”.
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From the semi-structured interview with some of the contractors, it was revealed that the organisations oper-
ate a system of salary secrecy in which employees are kept in the dark regarding the wages of colleagues. How-
ever, this information is passed around during informal discussions among employees. One of the contractors
with Shell was confronted with the question of the disparity in salaries of permanent and contract staff, and she
said:

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

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

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

Another staff of Chevron in Operations department claimed that:

“I am upset when | look at my salary and that of my colleagues who are on permanent employment. While we
are in the same office, carry out the same routine, we end up going home with different pay; and | am talking of
a wide margin. What can be more annoying and depressing”?

It appears that the option that is chosen in the Nigerian oil and gas sector is the use of contract labour to be
dominant in order to cut costs, at the expense of other viable options. One of the contract staff from the “Meet
and Greet” unit of Chevron in Lagos said that:

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

On the issue of being voiceless, this study probed into the role of the trade union in wage determination. In
recent years, with a framework of legislation that has sought to curb the power of the unions against a back-
ground of high unemployment, trade unions have not particularly been powerful forces in bargaining on wages
and salaries, especially for the casualised workers [2] [3]. The Operations Director of NUPENG mentioned that:

“Nigerian employment law does not make provision for the union to be part of the negotiation for employees
pay, except for those in the public service that have the support of the NLC. The situation is more challenging in
the private sector”.

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

2.4.3. Condition of Work (Benefits and Services)
Respondents for this research were asked about the incentives and fringe benefits they received. Fringe benefits
include: medical treatment, pension schemes, sick allowances, and house and car allowances.

No. of respondents Percentage
Yes 219 100
No 0 0
Total 219 100%

OALibJ | DOI:10.4236/0alib.1101756 8 September 2015 | Volume 2 | e1756


http://dx.doi.org/10.4236/oalib.1101756

H. A. Ajonbadi

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

“We are paid off without any pension allowance, without any access to free medical facilities nor are we giv-
en car or house allowances every year like the permanent staff”.

A number of lobbying initiatives and industrial actions have been staged by the unions over the issue of ineg-
uity of remuneration and benefits in the industry [47]. It must be mentioned that the contractors interviewed
disputed the claim by the contract staff that they have no pension or medical facilities access. The quote below
typified the views of most of the contractors but was succinctly placed by one with Shell and Mobil:

“Whoever says contract staff don’t have access to medical facilities at all will be lying, ditto for the payment
of pension. The two multinationals that | have contracts with, Shell and Mobil, make it mandatory for us to give
medical facilities and ensure provision for pension for contract staff. To do otherwise is to risk losing your con-
tract, because the staff talk, and also they are the ones that work directly with the third party—MNCs. Of course,
the amount of benefit is incomparable with the employees with the same organisation but on permanent em-
ployment; and | guess that is understandable”.

Employees were asked who they discuss work problems with as part of existing conditions at work.

No. of respondents Percentage
Fellow colleagues 169 77
Line manager (contract firm) 29 13
Line manager (user firm) 18 8
Union 3 1
Total 219 100%

77% said they were comfortable discussing their problems with fellow colleagues on contract like them.
Another 13% claimed that they discuss with their line manager at the contracting firm. 8% discuss with their line
manager in the user firms; while 1% each discuss with the union and employees on permanent employment.

With the above statement in view, contract staff were confronted with the question again on whether or not
they get any of these benefits, and one of the Shell employees in the “Meet and Greet” unit said:

“It is true that we are told we have medical facilities but | think it just another avenue to reduce my take-home.
For instance, every month N15000 is deducted from my salary for medical and neither myself nor any family
member have been sick. In fact, a few colleagues on contract employment like me who were in the Medical Cen-
tre during sickness reported poor services as they were given paracetamol which could be bought for a lesser
amount. | would rather have my money and take care of myself when | am sick”.

The responses of employees when asked how long they have been working as contract staff, vis-a-vis the
number of times their contracts have been renewed on a yearly basis were posed:

No. of respondents Percentage
Over 6 years 107 49
Between 4 - 5 years 72 33
Over 2 years 35 16
Less than 2 years 5 2
Total 219 100%
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49% of those interviewed claimed to have been on contract for over six years, 33% claimed to have been in
employment as contract staff for between four and five years; with 16% having been employed for over two to
four years and only 2% are less than a year in employment. However, it is important to mention that some have
only received one contract, which was signed at the beginning without ever having to sign any other.

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

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

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

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

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

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

Again, it was pointed out that Shell, Mobil and Chevron management have adopted a strategy of keeping a
small core workforce, by redeploying expatriates from various countries to Nigeria to attain their aim of bring-
ing in people just-in-time to take on new tasks [4]. This is in agreement, in a sense, with Atkinson’s view as he
argues that the new structure emerging among MNCs is that managers are tending towards breaking up the
workforce into peripheral or numerical flexible groups of workers clustered around a stable core group that
would conduct the organisation’s specific activities. Workers at the core are those who win their employment
security at the cost of accepting functional flexibility both in the short term (involving cross-trade working, re-
ducing demarcation, and multi-discipline project teams) as well as in the longer term (changing career and re-
training) [48].

2.4.4.]Job Security
Job security is arguably the most important factor among employees on contract with the organisations studied
in this research. Employment insecurity refers to that subjective awareness that workers have about the threat of
losing their jobs [12]. A high level of job insecurity is seen as the hallmark and characteristic of contract staff.
This set of individuals worry about the future of their jobs; it is uncertain whether they will retain their jobs or
not, which makes it impossible for them to adequately prepare for the future. As contract staff, they already
know the end at the beginning. The contract can be ended at any time, which leads to anxiety (hoping that the
contract will be renewed). A contract staff with the Chevron “Meet and Greet” unit said during the interview:
“The absence of job security in my employment contract is a cause for perpetual anxiety as the future is ever
bleak and uncertain. | must say that if it is a deliberate design to keep us contract staff on our toes, then it’s
working because we always attempt to impress everyone so as to keep the job”.
Below is the response of employees when asked about job security:

No. of respondents Percentage
No job security 175 80
Relatively secured 39 18
Indifferent 5 2
Total 219 100%
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From the survey carried out on job security, 80% of the respondents agree that there is no job security for
them. Another 18% felt the job is relatively secured. It is important to mention that those in this category (18%)
have been in the job for over six years and assumed automatic contract renewal since this has been the case over
the years. Only 2% felt indifferent.

Another participant from the Mobil Medical Unit pointed out that:

“We are frequently sacked; sometimes workers are sacked and reappointed a few months later through the
agency of another contractor. There are some workers who are fortunate that they work under different con-
tracts that get renewed every year. Many are less fortunate”.

For Budd Spencer [38], “Job insecurity or scarcity creates motivation among workers to exert more effort on
their work™. It is debatable as to what extent contract workers will be encouraged in the operations of the MNCs
in the Nigerian oil sector when they feel consistently barred or deliberately retarded from promotion or career
progression by the organisations being studied. It can be argued that when workers feel wholly excluded from
employment, some workers will feel disintegrated and alienated from the firm. The “hidden costs” of employing
a large secondary workforce are often difficult to measure [41]. For instance, in Shell Nigeria, contract workers
in both the core and the secondary sectors are setting up personal, private businesses, in order to survive the ter-
mination of their employment. One participant in the transport unit of Shell informed that:

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

On the issue of the number of times a contract may be renewed, some of the contract staff revealed:

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

Survey was carried out on the number of times contracts were renewed for a contract staff. 37% claimed they
only signed one contract at the beginning and have been on the job for over seven years; 22% claimed their con-
tracts have been renewed about five to six times; 14% claimed four to five times; while 11% claimed three to
four times. Only 16% claimed they have only renewed once or twice.

The subject of job security was echoed in the work of Saloniemi and Zeytinoglu [49] while examining the
complex nature of flexible working arrangement in the Finland and Canadian labour market. They asked res-
pondents to assess their job security, and it was revealed that the categories of workers who regarded themselves
as having low levels of job security were the secondary work groups. They suggested that employers were
achieving flexibility through job insecurity.

2.4.5. Employment Relations between Contract Workers, Management and Oil Unions
In Nigeria, from a legal perspective, a trade union can be defined as “any combination of workers or employers,
whether temporary or permanent, the purpose of which is to regulate the terms and conditions of employment of
workers” [50]. Nwoko [51] points out that trade unions are organisations that have the capacity to, and do, faci-
litate, “the creation and mobilisation of workers” collective powers. This “collective powers” primarily allow
workers “to exert, collectively, the control over their conditions of employment, which they cannot hope to pos-
sess as individuals” [52]. Workers generally join the trade unions for the benefits that may accrue to them; these
benefits include economic, social, educational and political benefits. However, in Mobil, Chevron and Shell Ni-
geria’s internal labour market, contracted workers find it difficult to be members of the companies trade unions
as some of the contractors made this known from the beginning, or where their contract covertly suggests so—
“yellow dogs”. For example, the Operations Director of Petroleum and Natural Gas Senior Staff Association of
Nigeria (PENGASSAN) pointed out:

“It has always been a battle to unionise the contract workers. This has continued to weaken us and many at-
tempts have been made to get the management of these organisations on our side. The fact that they (the user
firms) threaten the contractors and by extension, the contracted workers do not help matter at all”.
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The survey shows that 84% of respondents were not members of a union, while 16% were members. All un-
ion officers interviewed for this study viewed the increasing use of the precarious employment contracts as
an adverse or negative managerial policy, which has led to a weakening of the union. For instance, the
PENGASSAN president argued that the increasing use of secondary workers in the oil and gas sector in Nigeria
is the employers’ strongest weapon in vitiating the viability of the union. To this end, the contract staff also of-
ten queries the need to join a union, as a number of them believe this will threaten their jobs. One staff member
in the Human Resource department of Mobil asserted that:

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

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

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

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

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

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

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

Ideally, the union influence can affect motivation through the determination of wage rates, seniority rules,
layoff procedures, promotion criteria, and security provisions [44]. Unions can influence the competence with
which employees perform their jobs by offering special training programmes to their members, requiring ap-
prenticeships, and allowing members to gain leadership experiences through union organised activities [53]. The
actual level of employee performance will be further influenced by collective bargaining restrictions placed on
the amount of work produced, the speed with which work can be done, overtime allowances per worker, and the
kind of tasks that any given employee is allowed to perform [54].

When | confronted the contractors with the question of why they threaten the contract staff with dismissal
should they join the union, a contractor with Chevron said that:

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

Clearly, from the foregoing, the discriminatory segmentation of the oil MNC in the Nigerian labour market
has had key negative knock-on effects on the influence of the oil and gas unions.
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3. Conclusion

Whereas downsizing has been a popular method for reducing a labour surplus, hiring temporary workers and
labour contracting has been the most widespread means of eliminating labour shortage. Contract employment
may afford firms the flexibility needed to operate efficiently in the face of swings in the demand for goods and
services. Again, the use of contract workers frees the firm from many administrative tasks and financial burdens
associated with being “employer of record” [55]. It is equally hoped that contract workers with little experience
of the host firm will bring an objective perspective to the organisation’s problems and procedures that is some-
times valuable. This is in addition to the fact that a contract worker may have a great deal of experience in other
firms, which can sometimes be used to identify solutions to the user firm’s problems that are confronted in a
different firm.
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