
IS ‘LABOUR OUTSOURCING’ A 
LAWFUL PRACTICE IN NIGERIA?

LABOUR & EMPLOYMENT LAW 

A Practitioner’s Guide



IS ‘LABOUR OUTSOURCING’ A LAWFUL 
PRACTICE IN NIGERIA?

*Bimbo Atilola is the Managing Partner of Hybrid Solicitors. Send comments to 
bimboatilola@hybridsolicitors.com

 By Bimbo Atilola*

Labour & Employment Law

A Practitioner’s Guide 

INTRODUCTION



OUTSOURCING AS A BUSINESS MODEL



The world of work has seen major changes in the last decade including the 
increasing dominance of non-standard work arrangements. The need to cut costs 
and enhance operational efficiency continue to fuel the growth of outsourcing. 

‘Labour outsourcing’ is a specie of outsourcing. It is an arrangement where a 
labour contractor recruits employees and deploys them to different user 
companies on need basis. There have been debates in the labour and 
employment circles as to whether the practice of ‘labour outsourcing’ is lawful in 
Nigeria. This work answers the question with the aid of decided cases.



Generally, outsourcing occurs whenever a company or organisation retains the 
services of another company or organisation to perform a process that is 
normally done internally by the former. This is commonly referred to as Business 
Process Outsourcing (BPO). In a typical BPO, a company outsources some of its 
none-core operations to another company which specialises in that field or trade. 
The commonly outsourced business processes include transportation and 
logistics, information technology, Human Resources, Legal services, payroll 
management, catering and customer service. This practice of BPO is a global 
phenomenon and it is less complicated from a legal perspective.
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THE PRACTICE OF ‘LABOUR OUTSOURCING’



‘Labour outsourcing’ is a specie of outsourcing. It is an arrangement where a 
labour contractor/manpower supply company recruits personnel of different 
levels and skills and deploy them to user companies (clients) on need basis. 
Under this arrangement, while there is a contract of employment between the 
labour contractor company and the employees deployed to the user companies, 
no such contractual relationship exists between those employees and the client/
user companies even though they work directly for them. The practice of labour 
outsourcing has become prevalent in Nigeria because of the flexibility it offers at 
a reduced cost to the user companies. Under this arrangement, the client 
company is relieved of the burden associated with managing these set of 
employees. The arrangement offers flexibility because it enables the client 
company to alter its manpower needs from time to time with relative ease and 
minimal legal risks.
















As noted earlier, there have been arguments as to whether the practice of ‘labour 
outsourcing’ in Nigeria is lawful. This is perhaps due to the absence of a specific 
legal framework for the practice of manpower outsourcing in Nigeria There have 
been also increasing opposition to the practice of labour outsourcing by the trade 
union community in Nigeria as the practice is perceived as a threat to job 
security and decent work. 








1 (2013) 32 NLLR (Pt. 92) 243.
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LABOUR OUTSOURCING UNDER THE NIGERIAN LAW



Section 91(1) of the Nigerian Labour Act CAP L1 LFN 2004 defines an 
“employer” to mean:

“Any person who has enterd into a contract of 
employment to employ any other person as a worker 
either for himself or for the service of any other 
person, and includes the agent, manager or factor of 
that first mentioned person and the personal 
representatives of a deceased employer “ (underlining 
mine)

This provision provides the legal basis for manpower outsourcing in Nigeria. The 
expression “either for himself or for the service of any other person” 
contemplates or implies that an employer of labour may employ a staff either for 
himself or for the service of another person, be it a natural or juristic person (e.g 
a company or a statutory corporation). Labour contractors are, therefore, 
“employers” within the meaning and contemplation of the Labour Act in the 
sense that they employ workers for the use of other persons and companies. In 
the case of  Petroleum and Natural Gas Senior Staff Association of Nigeria 
(PENGASSAN) v Mobil Producing Nig Unlimited1, a panel of the National 
Industrial Court of Nigeria (comprising of 3 Judges) declared outsourcing a lawful 
enterprise in Nigeria. The Court also noted that the International Labour 
Organisation (ILO) does not brand outsourcing or triangular employment as 
invalid or unlawful, and neither has the practice been labelled as unfair labour 
practice by the ILO. All the ILO enjoins is that the respective laws of member 
States on the practice of outsourcing must be applied and respected. This 
holding, again, reinforces the need for a specific and comprehensive legal 
framework for labour outsourcing practice in Nigeria.
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The reality is that every organisation or company reserves the prerogative to 
adopt any business model and process reform to achieve its corporate goals 
except such model is otherwise prohibited by the extant laws of the country. As it 
stands today, labour outsourcing is a legitimate business model and enterprise in 
Nigeria as there is no extant law prohibiting the practice. The labour contractors 
are only obliged to carry out their statutory and contractual obligations to staff as 
a responsible corporate organisation and in accordance with extant Nigerian 
labour laws. These obligations will include prompt and accurate pension 
remittances, NSITF remittances, provision of Group Life Assurance policy and 
health insurance for staff. Recruiters and manpower outsourcing companies are 
also required to obtain a Recruiter Licence issued by the Federal Ministry of 
Labour. 






The Federal Government of Nigeria has been making efforts to introduce sanity 
and professionalism into the practice of labour outsourcing. In 2017, for 
instance, the National Assembly summoned hundreds of Nigerian companies to 
appear before it over alleged casualisation and abuse of labour outsourcing. The 
House of Representatives Committee on Labour, Employment and Productivity 
had conducted a two day investigative hearing on this matter  on the 5th and 6th 

July, 2017. The companies summoned were requested to appear before the 
House Committee and to furnish it with several documents including the 
nominal roll of outsourced employees, evidence of NSITF contribution 
remittances, evidence of registration of outsourced employees with Health 
Maintenance Organisation (HMO), and evidence of Group Life Insurance policy 
among others. Labour contractor companies among them were also required to 
furnish the Committee with a copy of their valid Recruiters Licence and evidence 
of issuance of letters of employment to their staff. This intervention made many 
companies (both labour contractors and end users) to ‘wake up’ to their 
contractual and statutory obligations to outsourced employees.

REFORM OF LABOUR OUTSOURCING PRACTICE IN NIGERIA
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The Federal Ministry of Labour and Employment has also made some critical 
policy interventions to check the abuse of labour outsourcing in Nigeria. In May, 
2011, for instance, the Ministry released a document titled “Guidelines on 
Labour Administration: Issues in Contract Staffing/Outsourcing in the Oil and Gas 
Sector”. The Guidelines is a  product of engagements between the Federal 
Ministry of Labour, the National Union of Petroleum and Natural Gas Workers 
(NUPENG), the Petroleum and Natural Gas Senior Staff Association of Nigeria 
(PENGASSAN) and other relevant stakeholders in the Nigerian oil and gas 
industry. The Guidelines addresses critical issues relating to outsourcing and 
contract staffing arrangements in the Nigerian oil and gas industry including 
trade union membership, collective bargaining, dispute resolution, job security 
and capacity building for outsourced and contract staff. The Guidelines is usually 
a point of reference in industrial relations management in the industry.



The Federal Ministry of Labour and Employment is also currently working on a 
similar Guidelines for the banking and financial services industry. Like the 
Guidelines in the oil and gas industry, this is also being midwifed by the Federal 
Ministry of Labour and Employment in partnership with the relevant trade unions 
and labour outsourcing practitioners. It is hoped that this engagements, when 
concluded, will significantly improve harmonious industrial relations and 
standardise the practice of labour outsourcing in the industry.
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AGENDA FOR HR MANAGERS














CONCLUSION



Apart from the various interventions highlighted above, the reform of the practice 
of labour outsourcing is also one of the spotlights of the proposed amendments 
to the Nigerian labour and employment laws. What should be clear to everyone 
is that it will soon no longer be business as usual in the practice of labour 
outsourcing in Nigeria. Employers of labour and their Human Resources team 
must ensure that the labour outsourcing companies retained by them comply 
with all the extant Nigerian labour laws as regards pension remittances, NSITF 
contributions, group life insurance, health insurance schemes, etc. corporate 
organisations must also regularly review their outsourcing processes to eliminate 
potential sources of legal and reputational risks. 




The practice of ‘labour outsourcing’ is lawful in Nigeria. The Nigerian Labour Act 
recognises it and has also been validated by the National Industrial Court of 
Nigeria. It is a specie of outsourcing and a fast growing business model. What is 
important is that all the stakeholders must comply with all the extant labour laws 
and entrench the culture of decent work in the practice of outsourcing.


