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Abstract

The significant role of the oil industry in Nigeria implies that if Nigerians must participate
fully in her oil industry, necessary technical human resources, which have been lacking,
must be developed to provide the highly skilled personnel needed in the various phases of
the industry. To achieve this objective, the Petroleum Decree No. 51 of 1969 was
promulgated. This paper presents a test of the level of compliance with the provisions of the
decree. Throughout the period between 1998 and 2003, all the selected oil exploration
companies had the stipulated 60% of its staff as Nigerians, Nigerians in the management,
professional, intermediate and supervisory grades were above the 75% target. However, in the
management cadre for instance, the target has not always been met, certain positions are the
exclusives of the expatriates. The hypotheses tested show that the oil companies consider
nationality in recruiting into the skilled, semi-skilled and unskilled cadres. Based on the
findings, it is recommended, that expatriate quota allocations be monitored and reviewed
or reduced. The Decree must be updated to allow for new aspects of the industry not covered
before. The increasing use of contract staff, an area largely controlled by expatriates must be
discouraged.

Introduction

Nigeria is a country endowed with abundant natural and material resources. Prior to its independence in
1960, most of its GDP was derived from agriculture. Manufacturing was rudimentary and the oil sector was
virtually non-existent. The discovery of crude oil in commercial quantities in Nigeria in the late 1950s marked an
important milestone in the process of economic development. The export of crude oil boosted the economy especially
during the oil boom of the 1970s. The share of crude oil in GDP started to rise. In terms of foreign exchange, the
contribution of oil, which was only 2.6% in 1960, reached 92.6% in 1994, 97.3% in 1995 and 97.2%, in 1996 (FOS,
1997).

In contrast, the contribution of agriculture, to foreign exchange was 82.1% in 1960 but by 1996, it had fallen
to 4.8%. Since then, oil has become the mainstay of the country's economy. The GDP of Nigeria rose from
=N=54,148.9 million in 1970/71 to=N=96,186.6 million in 1980 showing positive growth rates throughout the period.
However, an aspect of the oil industry in Nigeria is that the country has not yet succeeded in acquiring the
technology of the oil industry. Despite the growth of GDP as a result of the performance of oil, Nigeria continues to
have increasing human resources problems, that is, the existence of a surplus of unskilled labour side by side with a
shortage of skilled labour. To solve this problem, the government resorted to human resources planning.

In view of the significant role of the industry, it became obvious that if Nigerians must participate fully in
her oil industry, necessary technical human resources, which hitherto had been lacking, must be developed to provide
the highly skilled personnel needed in the various phases of the industry.

To achieve this objective, the Petroleum Decree No. 51 of 1969 was promulgated with the aim of forcing the
oil companies to train Nigerians to man the industry. This paper presents a test of the level of compliance with the
provisions of the decree.

Strategic Importance of Human Resources

Harbison (1973), describes human resources as the energies, skills, talents, and knowledge of
people, which potentially can be applied to the production of goods and the rendering of services. He
observes that, human resources not capital, nor income, nor material resources constitute the ultimate
basis for the wealth of nations.

The major factors of production include land, capital, human resources, materials, time information etc. in
other words, natural, capital and human resources. Capital and natural resources are passive agents of development,
only human resources are active agents since they alone are capable of accumulating capital, exploiting natural
resources and combining them with itself to produce goods and render services.

President John F. Kennedy in his First Manpower Report to the United States Government amplified this idea



when he said, "manpower is a basic resource, which is an indispensable means of converting other resources to
mankind's use and benefit." How well human skills are developed and efficiently utilized is crucial to a nation's
economic development. Also agreeing with this, Giwa (1990) adds, "of all the resources an organization or nation
needs human resources are the most important. Human beings make things happen and efficient human beings make
things happen efficiently."”

Apart from being the most important factors of production, human beings are themselves the most dynamic,
complex and unpredictable resource. They combine other resources with themselves to produce goods and services,
which they themselves consume. Human resources change the constituent of all other resources and mix them in
various proportions to produce the goods and services.

Human Resources Planning in Nigeria

Human Resources planning generally involves assessing an organization's human resources needs bearing in
mind the organization's goals and changing conditions, and, making plans to ensure that a competent stable workforce
is employed. Human resources planning determines the direction in which the national economy shall go and then
takes steps to ensure the proper distribution or redistribution of labour and also training the labour concerned for such
skills as are required. Human Resources Planning in Nigeria started with the Ashby Commission appointed by the
Nigerian Government in April 1959 to conduct an investigation into Nigeria's need in the field of post school
certificate and higher education. The two major, circumstances that led to the systematic Human Resources Planning
in Nigeria were: (i) The need to provide high - level human resources for the expanding public and private

sectors of the economy after independence in 1960 and the need to gear the educational

system to meet such needs, (ii) The school leaver unemployment problem, which became serious in the
early 1960s as large

numbers of unemployed youths drifted from the rural to urban areas in search of employment.

There arose the need to provide skilled human resources for the expanding economy. Again, the
Nigerianisation of key posts became a matter of great political importance and national pride.

A look through the National Development Plan documents of Nigeria from 1962 to date, shows that the
main objectives of the human resources policy of the country include (a) to reduce the proportion of expatriate
participation in employment and (b) to meet the human resources requirements of the economy and in a nutshell,
to Nigerianise the labour force. These objectives are especially important for the oil industry since petroleum has
clearly become the commanding heights of the national economy.

The Petroleum Decree No. 51 of 1969

The Petroleum industry is highly complex in nature, and; involves a series of very different types of
operations, which take place in a distinct sequence in time and often at widely dispersed geographical locations.
Labour requirements cover a broad range of skills, from highly qualified technical and administrative staff to skilled
and semi-skilled workers in a variety of trades, as well as unskilled labourers,

The Second National Development Plan 1970-74 indicates that 'one of the factors which tend to reduce the benefits of
industrialization to Nigeria is the employment of a large number of foreign nationals who receive considerable sums in
the form of salaries arid allowances,’ To reduce these “earning leakages”, government intensified efforts to ensure
not only that high level Nigerian personnel are employed, but also that they are given responsibilities commensurate
with their training and experience. The shortage of managerial and technical human resources has hindered the transfer
of technology to Nigerians in crucial areas of the oil industry.

To achieve the human resources objectives for the industry, the Petroleum Decree No. 51 of 1969 was
promulgated with the aim of forcing the oil companies to train Nigerians to man the industry. Shortage of very highly
skilled human resources is one of the hindrances to the growth and smooth operations of the oil industry in Nigeria.
Expatriate companies largely control services in the areas of drilling, logging, and work-over, tubing, casing and well
testing. The oil companies themselves seemed not interested in developing indigenous experts and in the early years,
especially, most oil field problems arising from their operations were solved by seeking advice from their home offices
or flying down experts from abroad.

Schedule 1-section 37 sub-sections (a) and (b) of the Petroleum Decree provides that the holders of an oil
mining lease (OML) shall ensure that:

Within 10yrs from the grant of the lease: (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 approved by

the commissioner) shall reach at 75% of the total number of persons employed by him in

those grades; and (ii) The number of citizens of Nigeria in any one such grades shall not be less than
60% of the

total and all skilled, semi-skilled and unskilled workers are citizens of Nigeria.



Similarly, the Petroleum Drilling and Production Regulations 1969 part (iv) section 26 (1)
and (2) provide that:

The licensee of an oil-prospecting licence (OPL) shall within 12 months of the grant of his
licence and the lessee of an oil mining lease (OML) shall on grant of his lease, submit for the
commissioner's approval, a detailed programme for the recruitment and training of
Nigerians. The programme shall provide the training of Nigerians in all phases of petroleum
operations whether the phases are handled directly by the lessee or through agents and
contractors.

The Oil Sector in Nigeria

Oil seepages were first seen in Nigeria at Araromi in the present Ondo State. Oil explorations began in 1908
and this was punctuated by the two world wars. The Shell D'arcy Exploration Company started crude petroleum
production in Nigeria in 1938 and oil was discovered two decades later in Oloibiri. The same year, the country's crude
petroleum (1.8 million barrels) was first exported abroad. The success of Shell encouraged other companies to join in
the exploration and by 1961; Mobil, Gulf, AGIP, Safari (now ELF), Tenneco and Amasses (now Texaco/ Chevron) had
joined the explorers for oil in the onshore and offshore areas of Nigeria. By 1965, crude petroleum had, for the first
time, become Nigeria's most valuable export commodity accounting for about a quarter of export income. By 1970, the
country had joined in the club of the ten largest oil producers in the world. Production increased from a mere 5,000
barrels per day (b/d) in 1957 to 17,000 b/d by independence in 1960 and leap fogged to 45,000 b/d by 1966. Though
the upward trend was slowed down by the civil war, by 1970, daily production had reached one million barrels. A peak
production level of 2.4 million barrels per day was achieved during the second quarter of 1979.

In 1971, Nigeria became a member of the Organization of Petroleum Exporting Countries (OPEC). Nigeria's
first oil refinery was established in Port Harcourt in 1962. Now, there are four refineries in Nigeria, three others were
subsequently set up in Kaduna, Warri, Port-Harcourt (the second Port-Harcourt refinery). Between 1960-62, crude
petroleum accounted for an annual average of 4.6% of total export earnings; while non-oil export earnings accounted
for as high as 93.6%. By 1972-74, crude oil accounted for 87.7% of export earnings. In 1974 alone, the share of
crude petroleum export had risen to 92.4% of aggregate export earnings whilst corresponding percentages for 1981
and 1995 were 98.2% and 97.3% respectively.

Fapohunda (1989) observes that, the oil boom had many far-reaching implications for the Nigerian
economy, as petroleum clearly became the commanding height of the national economy. The Nigerian
National Petroleum Company (NNPC) annual reports of 1987 and 1994 both identify certain constraints
that have hindered the growth and smooth operations of Nigeria's oil sector; among these is the problem
of human resource shortage. The problem of shortage of managerial and technical human resources
has hindered the transfer of technology to Nigerians in crucial areas. Human resources require long
lead times to get; and lack of technical human resources in this crucial sector of the Nigerian economy,
has resulted in such needed human resources being imported from foreign countries.

Employment Situation in Selected Oil Exploration Companies

The oil exploration companies selected for the study have all been operating for at least 1 Oyrs.
Table 1 provides data on the employment of Nigerians and expatriates by categories in these
companies. Total Nigerians employed in this segment of the industry fluctuated between a low of
5,808 in 1998 and a high of 8,199 in 2002. During the period under review, the Nigerian workers
accounted for at least 70% of the total work force in this category (as required by the Decree). The
situation is however different for each individual occupational grouping. In the management group for
instance, Nigerians constituted less than 60% in 1998 and 1999; while in the last four years, a
substantial improvement was recorded. The highest proportion of 72.4% was recorded in 2003. The
total number of Nigerians employed in the management cadre alone during the period of study ranged
between 112 (68.7%) in 2000 to 251(50%) in 1998; the only year in which both Nigerians and
expatriates were equally numbered in the management cadre. An average of 109(42.5%) expatriates were
in the management cadre during the period. This is above the 40% stipulated by the Decree. In general,
the table indicates that as the categories go down, the average percentage of Nigerians employed
yearly rises while that of the expatriates fall.

Tablet: Employment in Oil Exploration and Prosepecting (E & P) Companies (1998 - 2003)

[ Year [1996 [ 1997~ | 1998 1999 | 2000 | 2001 | Average




Categories NIG EXP [NIG [EXP [NIG [EXP_[NIG [EXP [NIG [EXP [NIG [EXP [NIG [EXP
Management  [,25~ | 251 [160 154 127 |84 s 68 112 |51 126 |48 149 [1093 -
Professional e 286 (1055 |268 [1265 |AH8~|UM 2 (106 (206 |146 249 ([125 |,5785 |213,2.,
Intermediate (975 196 [1142 |89 1852 |96 2291 (403 [3692 [592 [3086 [621 [2173 [3328
&Supervisory

Sub Total 1574 733 [2357 [511 (3244 528 [2746 [577 [4010 [789 [3461 [794 [2882 [655.3
Clerical 1325 - |1s81 - 2134 - 1682 |6 1496 9 1140 |11 1560 [4.3

& Secretarial

Skilled 1813 I - 1684 - 2246 |39 2219 | 42 [2171 |64 2008 |2402
Unskilled 732 - |e7s - 162 - 416 - 368 - 323 - 380 -
Others 364 - |216 - 192 - 112 - 106 - 89 - 170 -
Total 5808 733 [6340 |511 [7353 |528 |7202 (622 [8199 [840 [7184 (869 [7015 (684

Source: Department of Petroleum Resources.

Table 2: Senior Staff Employment in Oil Exploration and Prospecting Companies (1998 - 2003)

Year 1998 1999 2000 2001 2002 2003 Total
Categories NIG [EXP NIG EXP [NIG |EXP [NIG [EXP [NIG |EXP |NIG [EXP [NIG EXP
Management |251 |251 160 154 1127 |84 113 |68 112 |51 126 |48 889 656
Professional 348 286 1055 268 [1265 348 [342 106 |206 146 (249 125 |3465 1279
Intermediate 975 196 1142 89 1852 |96 2291 |403 3692 (592 |3086 |621 |T3031 |1997
&Supervisory P
Total 1574 733 |2357 511 |[1244 |-528 (2746 |577 |4010 |789 |3461 (794 17292 |3748
% of Total 68.2 (31.8 84.6 154 |88 12 826 |174 |83.6 |[164 |81.3 [18.7 822 17.8

Source: Department of Petroleum Resources.

On the average, there were 578 Nigerian professionals in this sector per year during the
period. Expatriate professionals had the highest number of 348(54.9%) in 2000 and the lowest of
106(23.7%) in 2001 giving an average of 213 per annum for the period.

The total number of Nigerians in the intermediate and supervisory grades fluctuated between 975 in 1998 and
3,692 in 2003, Expatriate employment was low in this cadre. The number employed ranged between 89 in 1999 and 621
in 2003 and an average of 333 per annum during this period. A closer look at the recruitment practices in the higher
cadres indicate that during the period under review, of a total of 205 staff directly.recruited into management
positions, only 45 (22%) were Nigerians while 160 (78%) were expatriates. The recruitment of Nigerians during the
same period ranged between 17 in 2003 and 36 in 1998. Even in 2001 when the highest number of Nigerians was recruited
at 10, 34 expatriates were still recruited. This represents 23% Nigerians as against 77% expatriates. The total stands at
8,098, out of which 7,095 (88%) are Nigerians and 1,003 (12%) are expatriates. While these figures seem quite
impressive, a closer look reveals that though Nigerians are more than expatriates, the later hold the very senior positions
in the companies. In all, the senior staff population stood at 4,207 (52%) of the workforce. This falls short of the 60%
required by the Petroleum Decree. The expatriates constitute 774 (19%) of the senior staff while Nigerians are 3,413
(81%) of the senior staff. Most of the companies do not have expatriates in the junior cadres, though some have a
handful of them.

Test of Hypotheses

Hypotheses were tested on (i) the relationship between nationality and recruitment into the managerial,
professional and supervisory cadres and (ii) the relationship between nationality and recruitment into the skilled,
semi-skilled and unskilled cadres.

Table 3: Relationship Between Nationality And Employment Into Senior Cadres

Response  |SA A N D SD Total [xcal [x'crit [df [P Rem
Nigerians | 136(129.27; | 122(120.23) [52(49.55] | 17(27.75; |15(19.20; |342
Expatriates [22(30.02) [26(27.77)  [9(11.45) [11(525) [9(450) [79 1781 (949 |4 005 |[S
Total 160 148 63 28 24 421

The null hypothesis was rejected. The results presented in Table 3, indicate a significant relationship
between nationality and recruitment into these cadres. This also corroborates the data collected from the
DPR earlier presented in this paper. The companies tend to recruit more expatriates into these cadres than
Nigerians.



Table 4: Relationship Between Nationality And Employment Into Junior Cadres

Response  [SA A N D SD Total |x’cal [xcrit |df |P Rem
Nigerians | 109(104.79 [101(102.33) [96(87.73] [21(28.43' | 15(18.68; [342
Expatriates [20(24.2)  |25(23.64) | 12(20.26) | 14(6.56) |8(4.32) |79 19.38 949 |4 |005 |S
Total 129 126 108 35 23 421

The second null hypothesis was also rejected. The results presented in Table 4, indicate a
significant relationship between nationality and recruitment into these cadres. This also corroborates
the data collected from the DPR earlier presented in this paper. The companies tend to recruit mostly
Nigerians into the skilled, semi-skilled and unskilled cadres. The few exceptions often being in cases of
new job developments.

Conclusion and Policy Recommendations

Throughout the period between 1998 and 2003, none of the selected oil exploration
companies had less than the stipulated 60% of its staff as Nigerians. Also, Nigerians in the
management, professional, intermediate and supervisory grades were always above the 75% target.
However, in the management cadre for instance, the target has not always been met. Certain positions
such as Production manager, technical manager, and systems manager are the exclusives of the
expatriates. While Nigerians are not recruited directly into the management cadres, and have to serve
for long periods and be exposed to so many areas of the industry, the same is not the case for the
expatriates who are often recruited directly into such cadres. This is not good enough and should be
discouraged. Local universities should be encouraged to offer courses in relevant areas so that more of
such professionals will be readily available locally.

Research and development in the various aspects of the oil industry has not been available locally. Adequate
provisions must be made for this if the government really wants to Nigerianise the labour force in the industry. The
hypotheses tested show that the oil companies consider nationality in recruiting into the skilled, semi-skilled and
unskilled cadres. The positions here are mostly left to Nigerians as provided by the Decree. The companies must be
persistent in developing local skills needed to effect the transfer of technology in the industry, especially considering
the very high rate of unemployment in the country. Areas of the industry must be re-orientated towards greater
utilization of domestic workforce. Expatriate quota allocations must be monitored and reviewed or reduced especially
now that unemployment has risen to great proportions in the country. The companies must be constantly reminded of
their obligations under the Decree. The Decree itself needs to be updated to make room for new aspects of the industry
not covered before. Added to this, the increasing use of contract staff who do not appear on the returns of the companies
must be discouraged as it is an area largely controlled by expatriates.
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