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Labour and Productivity in Nigeria: The Private and 
Public Sector Dilemma 
 
Introduction 

The issue of productivity is central to discussions of 

development globally. Economies where productivity 

improvement takes place over time are usually those that 

also grow and develop. Where productivity remains 

stagnant, overall economic welfare comes under stress as 

economic stagnation and crisis become inevitable. 

Productivity improves the standard of living. Productivity 

improvement leads to the availability of a wide variety of 

goods and services at affordable prices. High productivity 

results in higher incomes, leading to higher wealth. 

Surplus wealth results in higher investment in 

infrastructure and social amenities like education, health 

and social welfare. All these translate to better quality of 

life or development. 

In an increasingly competitive world economy, the 

importance of productivity enhancement has become even 

more fundamental. Countries with high productivity tend 

to become dominant in global markets, while low 

productivity countries become increasingly marginalised. 

In Nigeria, low productivity has generally been blamed for 

poor economic performance, low wages, poverty and 

overall low level of economic development. A common 
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assertion is that although productivity is generally low 

compared to more developed countries, productivity is 

often higher in the private sector when compared to the 

public sector. This has resulted, in part, in the reform 

policy seeking to reduce the role of the public sector. The 

present public sector reform policy of government seeking 

to reduce the size of the work force in the public sector is 

predicated in part on the need to improve productivity in 

the sector, according to government. 

In several of the underlying discussions of the problem of 

low productivity in Nigeria, the problem is viewed as 

basically a labour problem. Thus, emphasis is often placed 

on the attitude of Nigerian workers to work. While such 

Psychological focus on attitudinal traits is likely to be 

attractive to Psychologists and students of Psychology as 

represented in this gathering, our view is that such a 

narrow focus fails to illuminate the fundamental issues in 

the quest for productivity improvement in our nation. 

The Traditional Concept of Productivity 

The traditional concept of productivity focuses on the 

efficiency in the production or delivery process. In this 

wise, the focus is merely on the ratio of output to inputs. 

Thus, productivity is measured as the amount of output 

per unit of inputs. Since the emphasis was more generally 

on labour productivity, the measure was often the amount 

of output per worker working for one hour. 
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This traditional approach implies a simple Mathematical 

relationship so that productivity improvement boils down 

to producing more with less or the same amount of 

inputs; or sustaining the same level of output with less 

inputs. This traditional view derives from the economic 

logic of cost minimisation. 

One implication of this approach is that traditional 

productivity improvement schemes tend to focus on how 

to reduce inputs employed. Workers lay-offs, while 

seeking to maintain the same levels of output with the 

reduced work force became popular at enterprise levels. 

The present policy of the Federal Government to reduce 

the work force in the public service is a derivative of this 

traditional logic. 

New Emerging Concept of Productivity 

Globalisation and the new forms of competition which it 

has brought about, however, today require us to focus on 

a much broader concept of productivity. Likewise, we 

need to appreciate more fully the changing dynamics of 

the factors involved in the process of productivity 

improvement. As a recent analysis points out, 

increased competitiveness, the internationalization 
and increased sophistication of markets, the 
globalisation of manufacturing and the increased 
concern about social and ecological issues make 
productivity improvement more important at the 
same time that the need for a broader meaning of 
productivity is required. 
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Thus, the focus today is increasingly on total factor 

productivity and the process of its improvement involves 

improving the overall business environment. This involves 

the promotion of better labour-management relations, 

continuous improvement in products and processes, 

enhancement of the quality of work life and continuous 

development of the human resource. 

In this new conception, the emphasis of the route to 

productivity improvement is on increased added value 

creation, rather than the minimisation of labour inputs. 

Emphasis has also been brought to bear on the 

distribution of the benefits of productivity improvement 

among all stakeholders (workers, employers, consumers). 

Productivity is not seen any more just as the physical 

increase in output, but also as the improvement in the 

quality and value or acceptability of the product or 

service. Thus, productivity is not just an efficiency concept 

any more, but equally an effectiveness concept. 

In an increasingly globalized world, productivity 

improvement does not just involve the efficient production 

of products or services, but of “products and services that 

are needed and demanded and bought by very discerning 

customers”. Customer orientation is increasingly in the 

fore and quality is now an important index of 

performance. Productivity is becoming synonymous with 

quality. 
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Labour and Productivity 

Within the current conception of productivity, the role of 

the human factor as the main determinant of productivity 

improvement is widely appreciated. While the role of 

technological advance is recognised, it needs to be 

emphasised, however, that its full potential on 

productivity improvement cannot be realised in the 

absence of human resource capable of exploiting the full 

potential of the technological advance. In the new 

economy, this point is even more crucial. With the foot-

loose mobility of capital associated with globalisation, 

technology and capital are likely to move to those 

economies that provide a capable work force to produce 

price and quality competitive products and services. 

Thus, even while the focus is on the concept of total factor 

productivity, labour remains the focal actor in productivity 

incubation. The benefits of improved productivity, 

however, accrue to various stakeholders in society. It is, 

therefore, useful to approach the role of labour in 

productivity promotion using a stakeholders’ framework. 

Labour as Stakeholders in Productivity 

All segments of society have stakes in the improvement of 

productivity. It has already been said earlier that 

productivity is a major determinant of the quality of life 

and overall development. Productivity is also a key factor 

in determining national and enterprise competitiveness. 
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A stakeholders’ framework of analysis requires us to fully 

understand why productivity improvement is needed, the 

resulting gain and who benefits from such gains. The 

answers to these questions define and underline the 

philosophy and principles that will guide the adoption of 

productivity improvement strategies at national and 

enterprise levels. The answers will also help to clarify 

what are the desirable roles of various stakeholders in 

such strategies. 

From the point of view of labour, the impact of 

productivity improvement on job opportunities, job 

security, wages and the quality of jobs and the work 

environment are some of the important issues. The 

framework of labour relations, social dialogue and 

collective bargaining provide the environment in which 

productivity enhancement programmes can be discussed 

and negotiated. In this wise, we can draw from the 

experience of Japan – a country in which the productivity 

improvement movement has been more robust than 

others. In that country, labour through their union played 

an active role in the movement. The active role of labour 

as stakeholders enabled labour to secure up front 

commitment to among other issues: 

a) Productivity gains must not lead to dismissal of 

workers 
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b) That fair labour-management relations are 

indispensable to promote productivity gain 

programmes, and workers and employers should 

cooperate, study and consult with each other on an 

equal basis; and  

c) That the fruits of productivity gains should be fairly 

distributed among the three parties, i.e. company 

stockholders, the whole society (through price 

reductions) and workers. 

While the case of Japan stands out as a model of 

cooperative productivity enhancement movement, there 

are examples of several other countries that we can also 

benefit from. Several industrial countries (including 

Belgium, Australia, Finland and Ireland), where there 

were specific agreements reached among the stakeholders 

on productivity enhancement schemes also present 

experiences that can be benefited from.1

Agreements have also been reached in developing 

countries such as India, South Korea and Venezuela. In 

Africa, we can point to the ‘Industrial Relations Charter’ 

within a tripartite framework in Kenya and Uganda as 

movements in this direction. 

These agreements are usually drawn up among the three 

social partners and are focused at the national level.  

                                                 
1 For a review of these agreements, see Fashoyin Tayo, 1997 “Labour Relations and Productivity” , 
mimeo. 
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Productivity – Related Pay Systems 

Agreements at the enterprise level have usually taken the 

form of ‘productivity-related pay agreements’. These are 

agreements that set out productivity related 

compensation far and above the general compensation 

packages in terms of employment. A variety of such 

schemes exist in several countries and across several 

levels of enterprise. 

Two caveats need to be pointed out however. First, it is 

usually easier to draw up such schemes in the private 

sector than in the public sector. This is because of the 

usual difficulties in measuring productivity in public 

service delivery as compared to private sector profit based 

enterprises. At the private sector enterprise level, 

traditional productivity bonuses have been popular. Such 

bonuses have also been adopted in some public sector 

environments based on staff assessment criteria. 

The second is that even in the private sector, with the 

emerging transformation of production structures due to 

new technology, it is increasingly becoming difficult to 

isolate the productivity contribution of a single worker. 

Hence, compensation schemes that target the individual 

worker are becoming less attractive. In the new economy, 

organisations are encouraging team work, cooperation, 

innovation and flexibility, resulting in increased group-

based productivity measures and benefits. These take a 

 9



number of forms, among which are deferred profit 

sharing, employee stock ownership, productivity gain 

sharing and wage earners’ funds. 

Labour – Management Cooperation 

A final approach within the stakeholders framework for 

securing labour commitment to productivity enhancement 

is the institutionalisation of a labour-management 

framework. By bringing labour to participate in and 

observe decisions relating to the management of the 

enterprise, labour commitment to productivity 

enhancement initiatives is strengthened. While this 

practice is increasingly popular in several countries, the 

Indian example stands out as a worthy example. 

In that country, institutions for worker participation and 

joint consultation date back to 1947 when the Industrial 

Disputes Act of that year provided for the establishment of 

workers’ committees in all large enterprises. This was 

further strengthened in 1990 when a Workers’ 

Participation Law provided for shop-floor councils. 

Whichever of these schemes are adopted, there is need to 

involve trade unions and non-unionised workers’ 

representatives in the design and implementation of the 

scheme. 

Promoting Productivity Enhancement in Nigeria 
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Now, let us try to return our discussion home. Our country 

is today characterised by a high incidence of poverty, 

unemployment rate variously estimated at between 15 

and 25 percent, low incomes even in comparison with our 

less endowed African neighbours and e receding role in 

the global economy once we discount oil and gas exports. 

When we view these against the enormous human and 

material resources our country is endowed with, it is 

obvious that there is a fundamental challenge of 

productivity enhancement as a way of promoting national 

development. We had alluded earlier to the often repeated 

refrain that the problem has to do with the attitude of the 

Nigerian worker. 

There may be some truth in the belief that the average 

Nigerian worker requires an improvement in his attitude 

to work. However, counterfactuals to this general belief 

also exist. A large number of Nigerians have found their 

ways over the years to virtually all nations of the world. 

Once in those countries, those of us who find gainful 

legitimate work are usually able to hold our own at least 

at the average levels of performance and productivity in 

those countries. This suggests that there are most 

certainly environmental deficits impinging on our 

productivity and performance locally. 

In a theoretical sense, we had argued earlier that in the 

global economy of today, what was relevant was a 
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concept of total factor productivity. We may wish to ask 

ourselves the question: Is capital as productive today in 

Nigeria as it is in Japan or some other industrial country? 

Is land as productive in Nigeria as it is in several other 

countries with agricultural yield? A major part of our 

problem may actually have to do with the overall 

environment. 

We may wish to distinguish between two fundamental, but 

related issues in this regard. Overall productivity 

enhancement of the economy consists of two steps. We 

require a growth in high productivity jobs and we require 

increased productivity across existing jobs. With regard to 

the first issue, we cannot meaningfully expect productivity 

growth in the economy when the jobs being created by 

economic policy consists of recharge card vending and 

hawking! Policy must set out to create and attract high 

value and high productivity jobs. In this regard, we must 

recognise the global environment in which we are 

operating. 

The impact of the failure of our infrastructural outlay, be it 

in roads, rail, energy, aviation, etc cannot be divorced 

from the sad state of productivity in our country. Related 

to the above, we must recognise that labour in its ‘natural 

state’ cannot be the engine for productivity improvement. 

In the new economy, knowledge is the principal factor 

driving productivity. I would be preaching to the victims of 
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educational collapse if I were to dwell on the erosion over 

the years of our educational facilities. 

In the knowledge-driven new economy, the greatest 

stimulus to productivity enhancement over the long run is 

investment in human capital development. We must begin 

to re-examine and re-set our priorities. Nigeria’s 

investment in human capital development through 

expenditure on education and health, in comparison to 

several African countries, remain dismal. 

It is also a matter of general agreement that poor 

governance constitutes one major constraint today on 

productivity improvement in Africa. This is not just in 

relation to the public sector as private sector efficiency 

and effectiveness are also crucially affected by the 

governance platform. 

Finally, the productivity dichotomy implied in the received 

title of this lecture between the private sector and the 

public sector to our mind needs to be examined 

empirically.  Our view is that there a major challenge for 

productivity improvement in our economy. This imperative 

cuts across both the private and public sectors. 

Privatisation of production and services by itself may not 

always translate to productivity gains. The crisis in our 

privatised aviation sector, the hiccups in service delivery 

by a number of our private sector telecommunications 

operators and the pervasive lack of the expected 
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courtesies and politeness to customers by several private 

sector service providers, in our view, call to question the 

assumption that the profit motive by itself would be 

sufficient to drive productivity improvement. 

The resort to lay-offs in the public sector as a way of 

raising productivity in the sector has not benefited from a 

proper analysis of the role of motivation and security in 

stimulating productivity. Many suggest that the downward 

trend in productivity in the public sector started with the 

tampering of employment security and tenure beginning 

from the mass purge of the service under the military. 

The various economic policies over the years that have 

eroded the real value of workers’ incomes have also led to 

demoralisation. As students of behaviour, we challenge 

you to investigate the motivational and attitudinal impact 

of our various policies and their consequences for 

productivity. 

Conclusion 

We have no doubt that if our economy is to develop, 

productivity must be enhanced. It is also clear to us that 

comparatively, the level of productivity in Nigeria is low in 

relation to countries that have less human and material 

resources. 

Largely, we implicate the environment of the Nigerian 

economy (infrastructure, policies and governance 

generally) for the poor performance on the productivity 
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score. We, however, see a role for labour unions and 

other worker organisations in promoting a productivity 

consciousness and commitment among workers. A 

number of stakeholder framework interventions employed 

in some other countries have been reviewed and it is our 

belief that we can benefit from some of those experiences. 

In particular, schemes aimed at enhancing productivity 

need to be cooperatively designed and implemented with 

full labour involvement. 
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