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This study argues that, based on the Nigerian experience, there is a connection between IMF-type programmes and
instability in some of the countries that adopted them. Structural supply- oriented policies such as reducing the size
of the public sector and the removal of state resources from that sector to the private sector (privatization), creating
financial intermediaries, promotion of savings, and discouragement of wasteful spending by increasing real interest
rates all help to reduce the welfare of workers. Reactions of industrial workers to this deficiency, disappointment,
and irritation are however smothered by the compulsion and suppression of state agencies.
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INTRODUCTION

The interest on the effects of modification of policies insti-
gated or supported by the International Monetary Fund has
increased with dynamism over the past few years. The
events that occurred in Jamaica, Bolivia and other
developing countries are perhaps the main sparks that set
off the heated academic debate in this topic.

Nevertheless, despite the increasing attention that has
been focused on this topic, astonishingly little work has
been done in an attempt to systematically determine
whether there is indeed a relationship between Fund-sup-
ported programmes and instability. Two works that
seemed to have addressed this issue in particular are
Bienen and Gersovitz (1984) and Sidell (1988) and we
shall discuss them briefly.

In the latter study, an attempt was made to explore the
relationship between de-stabilizing economic problems
and the solicitation of the Fund for resources by exa-
mining cross sectional data on inflation and growth in real
GDP from nearly 80 countries for the year 1975. The re-
sults show that nations experiencing high rates of infla-
tion and low rates of economic growth are likely to solicit
the Fund for resources under the stand- by agreements.
However, in this study, like in Bienen and Gersowitz
(1984), it was also found that there is no relationship bet-
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between a dose of Fund recovery measures and instabi-
lity.

The problem with the analysis by Sidell (1988) however is
that cross-sectional data may not reveal important factors
that are often considered before a Fund sup-ported
programme is sought. Such factors reside in the longitudinal
trends in the economies of each of the countries concerned
such as the history of Fund activities in that and other
countries (suggesting that solicitation may in fact be a
learning process), the specific structure of those
economies, and the interests of the national leaders.
Moreover, the data used for the analysis would tend to
assume intrepidly that gross national products are
recorded and measured similarly in all the countries
included in the study, thus ignoring the important caveats
that must necessarily accompany the use of such data for
cross country comparative studies. It is perhaps more
appropriate, at least methodologically, to approach the
study of IMF and its effects on nation states on a
disaggregated basis. This will enable the study of time
trends, and the inclusion of country- specific factors,
which are likely to influence the soliciting of Fund re-
sources more than the so- called growth indicators. This
study therefore attempts to examine the effects of Fund-
supported activities on industrial relations in Nigeria with
some reference to experiences of other developing coun-
tries.

The motivation for this attempt stems from the notion



that since instability is multi-dimensional (Sidell, 1988), it
would be profitable to determine the impact of Fund
activities on all these elements of instability (riots, general
strikes, anti-government demonstrations, assassinations
of newspaper editors, deaths due to political violence,
armed attacks, and coup de tats). Although it is to be
appreciated that these events may be inter- linked as
they are all social events, the motivation for isolating the
Industrial relations dimension derives from the notion
popularly espoused in the industrial relations literature
that factors such as government's mismanagement of the
economy and other externally instigated factors do not
directly instigate conflict at the workplace. These factors
are perceived merely as serving to influence orientations
and attitudes, thereby allocating a latent rather than
manifest function on conflict (Lockwood, 1955; Hyman,
1971).

However, events in both developed and less developed
countries since the late 1980s seemed to threaten the
validity of this theory. For instance, in Nigeria (April
1989), workers and students were recorded as express-
ing, sometimes violent, discontent at government poli-
cies, which are perceived to be directly or indirectly
inspired by the Fund's adjustment policies. The labour
movement carried several protest to the government on
issues of continued and sustained increase in the prices
of petroleum products from 8.5 kobo in 1966 to N15.00 in
1994, N34.00 in 2003 and N65.00 in 2006. In Zambia,
Kaunda's withdrawal of subsidy on the country’s staple
grain (in compliance with the recommendations of the
Fund) led to a wave of events which shook the country to
its very foundation until the policy was reversed and the
president apologized to the nation.

In accordance with the conclusions of Marxist Industrial
Relation’s theories workers 'manifest' at work, conflicts
that are generated in the wider society. However, in
Nigeria the low level of awareness among workers as
well as the coercion of state authorities possibly smothers
the open expression of externally generated conflict in
attempts to control industrial and political conflicts.
Marxists usually explain the overt and radical expression
of societal conflicts in the workplace by recourse to the
historical process to validate the claim that the origin of
conflict itself is in the wider society rather than merely in
the workplace. To further assist theory formulation and
validation, the role of external factors such as the IMF in
generating 'manifest’ conflict in the workplace needs to be
assessed empirically.

In this study, the adopted method includes an exami-
nation of the effect of the macro social and economic
policies associated with the Fund on the Indus- trial rela-
tions system of Nigeria. The nature of the effect (latent or
manifest) is especially of interest. The main argument is
that the Fund exerts some significant effects on the
amount and largely the type of conflicts in Nigerian Indus-
tries. By adopting a dynamic 'before and after' design, the
economic environment and the reactions of industrial rela-
tions parties are examined. In the next section experien-

tial and theoretic issues pertaining to the mode of ope-
ration of the Fund are briefly reviewed.

ARCHIVAL INFORMATION ON FUND ACTIVITIES AND
EFFECTS

The term conditionality is associated with the Fund. It was
initially aimed at encouraging policies that would make it
more likely for a member country to be able to cope with
its balance of payments problem and to repay the Fund
within three to five years. The origin of Fund conditionality
could perhaps be traced to the Fund's inception in 1945.
Its charter called on the Fund to make financial resources
available to members on a temporary basis with
adequate safeguards, permitting them to corr-ect
payments imbalances. However, the principle of con-
ditionality was not incorporated into the Fund's lending
policies until 1952 (Hooke, 1982; Sidell, 1988).

At its inception, this practice was accompanied by the
idea of 'stand-by arrangement'. This device was a pre-
caution to ensure that members who do not have imme-
diate need for balancing credits could have access to
such resources in the future. However, the stand-by
agreement quickly metamorphosed into a means of link-
ing economic policies to financial assistance. Thus,
Guitian (1981) described the stand-by agreement very
appropriately as a 'line of credit outlining the circum-
stances under which a member can make drawings on
the Fund'.

In 1968, the Fund took a more definite step regarding
conditionality by incorporating it explicitly in its charter,
thus removing the cloud of confusion, which had greeted
the idea since its inception. Until the mid-1970s, the
typical conditions imposed on the deployment of Fund's
resources involved policies that influenced the level and
composition of aggregate demand. Though excess demand was
perceived as the single most important cause of inflation, currency
over-valuation, and ultimately payment difficult-ties. Thus, it
was thought (monetaristically), that a remo-val of excess
demand would essentially restore payments homeostasis.
Monetarist policies however generally call for: contractionary
control of the money supply, reduction of the government
deficit, exchange rate devaluation, de-regulation of prices
and reduction of consumer subsidies, and elimination of tariff
and non-tariff trade barriers.

Be that as it may in the mid-1970s, monetarist strate-
gies became less popular as longer- term structural
adjustment became requisite consequent upon the grow-
ing recognition that payment imbalances could no longer
be corrected within one year. For instance, in 1974, the
Fund established the 'extended Fund facility’, which gave
room for member’s financial support for up to three years.
In 1979, the Fund decided to extend stand-by agree-
ments to up to three years. This became necessary to
allow comprehensive programmes designed to effect ba-
lance of payments through both the supply and the de-
mand sides. These programmes however continued to
use monetarist instruments, though in a more gradual



manner. However in addition, they called for structural
supply oriented policies such as reducing the size of the
public sector (resulting in redundancy and layoff in the
public sector), the removal of state resources from the
public sector to the private sector (privatization), creating
financial intermediaries, promoting savings, and discou-
raging wasteful spending by increasing real interest rates
(Hooke, 1982; Sidell, 1988). To allow members to reap
the benefits of this enhanced programme, the Fund increased the
amount borrowable by six times (The Enlarged Access
Policy, 1981) . This means that the amount a member could
borrow consequently became 600% of their annual donation
to the Fund.

The above historical excursion of Funds' conditionality
served to illustrate the possible link between the imple-
mentation of a Fund-sponsored programme and an
overabundance of disruptive economic problems include-
ing inflation, overvalued currency, current and capital
accounts imbalances, and economic stagnation. However
in Africa, it would appear that these problems already
existed before the invitation of the Fund; the question
therefore remains whether the effects of Fund-supported
programmes could not as well have caused or at least
accentuated these problems.

In recent times, the negative effects of Fund-spon-
sored programmes began to discourage member nations
from taking the financial leverage offered, specifically
because of the conditionality; IMF adjustment measures
(rather than the loan itself) became adoptable, as was the
experience in some African countries. For example in
Nigeria, the payment imbalances of the early 1980s and
the prospects of taking the IMF loan caused a ripple of
debates which culminated in adopting the discipline often
recommended by the Fund without really plunging into its
peoning debt trap.

In other words what are these serious effects that
deterred Nigeria from taking the IMF loan? The impacts
of Fund activities on the economies of member countries
that patronized it, have been studied by Hayter (1971),
Payer (1975), Weissman (1976) and Girvin and Bernal
(1982). Payer (1975) pointed out the regression of real
wages in response to cutbacks in government sponsored
consumer subsidy programmes and the decelerations in
nominal wage indices as well as unemployment. Simi-
larly, studies that had concentrated on South American
economies corroborated Payer's findings (Diaz-
Alejandro, 1981, Foxley and Whitehead, 1980). Though,
other stu-dies tended to raise issues that question the
theoretical validity of these claims.

For instance, Ahluwalia and Lysy (1981) argued that
whether or not income distribution is equitable after an
IMF dose would depend on the conditions of several
external factors. Among these factors is price elasticity
and supply elasticity of exports. Nevertheless they argued
that variations in this elasticity could produce distributional
movements ranging from the progressive to regressive.

Rather than dismiss the possibility of a regression in
income, Foxley for example outlined some ways by which

adjustment policies might promote regressive income
movements. These policies are - that deregulation of
prices affect the amount of money held by the people
such that prices would increase. This increase would
amounts to an effective tax on the low-income people
who are more prone to holding money than the rich.

Other possible effects are that:

i.) Deregulation of interest rate constrains the access of
small and medium firms to credit, thus limiting the access
of credit to large and multinational firms, which have
access to foreign capital markets where interest rates
might be lower.

ii.) Freezing of nominal wage increases and devaluation
of the currency can lead to a decrease in the real wage as the
price of traded goods approaches the price of non-traded goods,
raising the overall price level.

iii.) Reduction of subsidies on housing, education, health,
and consumption can disproportionately hurt middle and
lower income earners.

Reduction of state investment in projects can lead to
unemployment of poor and less-skilled labour. Foxley
furthermore concluded that the distributional effect of
Fund-supported programmes depends on the type of
instrument used. For instance, an export tax is more likely
to yield progressive effect on income as this may affect
wealthier commodity exporters. In spite of this attraction
to this instrument, Foxley noted that it has not won the
attraction of states in Southern America, who had favored
more often, regressive- type policies in the hope that
these are perceived as long-term development strategies
by the regime in power.

Johnson and Salop (1980) however, corroborated this
argument and additionally pointed out that some other
factors are also important. Devaluation for example can
be significant but this depends on a number of factors. If for
example, the asset structure of the economy is concentrated in the
hands of a few, then the effect of devaluation will be a
concentration of profits in the hands of the few members
who operate in the industries where there are new price
incentives. This situation is exemplified by the case of
Bolivia where only a few producers handle 85% of the mi-
neral exports. Conversely, a decentralization of assets in the
industries affected by new prices might be expec-ted to yield
an egalitarian distribution of income. How-ever, the example
of Ghana cited by Johnson and Salop to prove this point
does not seem to be very good one as Ghana's post
devaluation experience cannot be said to be anything near
egalitarianism.

Johnson and Salop (1980) also identified the pattern of
consumption as another factor capable of influencing the
outcome of devaluation. In an import- oriented economy,
with basic and non-compressible consumer goods imported,
an increase in import prices is more likely to adversely affect
income distribution. Most importantly, they pointed out that
the deployment of policy instruments in LDCs are
constrained by the political power of various income



groups as well as the perception of the state authorities
pertaining to the causes of the payments imbalance and
the effects of different policy instruments.

The above argument is usually illustrated in Marxist
analyses of the autonomy of the state especially in post-
colonial territories. It is not unusual to suggest that state
policy would almost certainly be exercised in favor of the
upper classes because of the power that they exert over
the state apparatus.

The state is (erroneously) merely the executive com-
mittee of the ruling class. If at all the state in post-colonial
territories are autonomous, it must be to the extent that
they have monopoly over the legitimate use of coercion
and its cohesion among the interests of state bureau-
crats, and private capital.

In fact, states that have tended to oppose the hege-
mony of international forces have had the fundamental
basis of their support eroded. Hence the survival of the
state is dependent on the systematic avoidance of poli-
cies that undermine the financial position of the bureaucratic
and the ruling elites as well as the multinational companies. Fiscal
policies are prone to affect some sectors of the economy than
other sectors.

However, the acknowledgement of the effect and pro-
ness of policies have ultimately buttressed the fact that
conflict is inevitable in the industrial relations system.
Thus, it is this policy area of Fund recommendations that
record more agitation left out in the cold, notably the least
powerful groups in the society.

Thus, Olson (1982) contends that various groups must
continually vie for a greater share of state re-sources, and
that they will express grievances when they are deprived
of the share of state resources, which they believe are
their legitimate rights.

In summary, the existing literature tends to support the
inevitability of distributional effects although there is no
inherent economic reason to suggest the direction of
such effects, that is, whether progressive or regressive.
Non-economic factors such as the relative political power
of various interest groups and the ideology of the various
state regimes will affect the distributional effects of Fund-
sponsored programmes.

Notably, the resulting conflict are also more likely to
come from groups that are more affected by the reduction
in welfare, although the state itself will fear the more
threatening interests of the elite groups, who for example
could engineer the overthrow of the rule of a government
that is non-conformist.

The emphasis of this present analysis is primarily on the
grievances coming from those who by their position in the
structure of power in their society are unable to affect a
radical overthrow of the political authorities in their socie-
ties. Nevertheless, their expression of grievances at the
workplace could create discomfort for the ruling elites.
Examples of such groups are workers. Next we consider
the process and the extent which societal (external)
conflicts are collectively ex-pressed in industry by
workers.

The correlates of industrial conflicts

The literature on industrial conflicts perhaps illustrates
more on the distributional impact of Fund supported pro-
grammes to the extent that variables such as changes in
real wages and unemployment can be seen as influenc-
ing collective political behaviour over time (Griffin, 1939;
Yoder, 1940; Rees, 1952; Edwards, 1981). Indus-trial con-
flicts are either expressed openly say through strikes or sup-
pressed voluntarily or involuntarily through frustrating
bureaucratic delays or poorly and ineffectively expressed,
and therefore remained unexpressed. Industrial peace is
therefore more apparent than real, as the absence of strikes
does not suggest that other forms of protest acti-vities are
not going on. However, the correlates of Indus-trial conflicts
can be itemized as external factors exempli-fied by
governments policies, environmental (social, eco-nomic and
political) factors, and psychological ones as suggested by
frustration and aggression theories by Doob and Sears
(1939), Ahmed and Mapletoft (1989), Berkowitz's (1978),
Alexandra (1999) and Maire (2004). A cursory look at some
of the external factors shall be considered next.

External factors exemplified by government policies

Industrial conflict is not usually thought to directly
influence the wider collective political conflicts since
labour-management disagreements cannot be easily
traced to the actions and inactions of the national government.
Although strikes and other forms of industrial conflict are not
always explicit or unambiguous expressions of collective
political unrest, they can serve as a relatively good proxy for
collective protests, as they require collective action,
organization and focus on a set of specific but not neces-
sarily mutually exclusive grievances. To the extent that the strike is
illegal in some countries, the mere deployment of strikes is seen as
a form of protest not necessarily against the employers, but
the state authorities whose labour and economic policies
might be perceived as anti-labour.

Moreover, like collective political protests, industrial
strikes have goals and methods as well as costs and
benefits. The objective of a national or general strike is
possibly to cause the state to change its policies in the
flavor of the labour movement; that is an attempt to obtain
a better share of national resources and some socio-
economic factors that needs to be considered below .

Socio-economic factors

Economic models of strikes activity posit a positive
relationship between economic prosperity and industrial
disputes (Griffin, 1939; Yoder, 1940; Rees, 1952). How-
ever the attempt of the union will be successful depend-
ing on the condition of each of the following labour mar-
ket factors.



i.) The level of economic prosperity.

ii.) The demand for labour by the employer, employment
levels.

iii.) Changes in real wages relative to historical trends in
real wages.

iv.) Trade union membership.
v.) The degree to which
institutionalized.

industrial relations are

Not withstanding the apparent robustness of these find-
ings the extents to which they can be generalized to Less
Developed Countries (LDC) still have to be examined.
For instance, the non-economic factor of unionization is
thought to affect industrial conflict by political-organi-
zational theorists, whereas studies’ concentrating on
LDCs concludes that the link between union membership
militancy and industrial conflict is not a very good one.
Deyo (1983) for instance posit that: “.... high levels of
unionization may often be associated with government
preemptive organizational efforts, especially under corpo-
ratist regimes, in which case high levels of unionization
may reflect tight government controls over labour rather
than strong, independent union organization ....”

The records of government’s attempts at channeling
labour protests into safer channels are indeed very well
documented. For instance Otobo (1988) traced this trend
in Nigeria from colonial times to the present time. In the
past, labour discontents were regarded as politically motivated and
effectively controlled by recourse to armed police. In the present
time, such unrests are controlled through anti-la-bour
legislation such as the ban or hedging of strikes and
deregistration of unions that contravene essential ser-vices
law for example. On the whole it would appear that the link
between union membership, union militancy and industrial
conflict is not necessarily a strong one, espe-cially coupled
with the fact that the strike is just one form of industrial
protests.

Thus, the effects of demographic variables of the rele-
vant social group have to be considered. In this wise,
population growth, urbanization, education, and social
awareness levels are also factors which may affect the
amount of political instability that a country can expe-
rience through expressions of industrial discontents.

However, the former is often thought to exert more sta-
tistical significance over political instability than the later
(Hibbs, 1973) . Nevertheless, it appears that none of
these findings can be generalized across countries be-
cause they are often based on cross sectional data. Yet,
they are not usually collected in the same way in all coun-
tries, and moreover, panel data would seem to better
express trends rather than a one-time survey of the
issues. We shall at this point, discuss the psychological
effects of discontent which usually leads to frustration and
later, aggression from individual to group.

Psychological theoretic factors

Theories of instability exist in the literatures that help to

illustrate the diversity of the issues involved. For instance
the frustration-aggression theory will be readily refe-
renced here. In discussing issues of frustration and
aggression, individual or group’s response to frustration is
often exhibited by anger as noted by Dollard et al. (1939)
classic literature on psychology of behaviour (Homans,
1965). However, Adam (1965) and later Mowday (1979)
posit that there is inequity when a worker perceives an obverse
relationship between his inputs and outputs relative to that of
relevant others which can also be linked to equity and other
motivation theories. For instance, the gains made by
academic staff in Nigerian universities in the early 1980s
was based on the differ-rential contributions of legislators vis
-a-vis university lecturers that made the latter insist on
comparability of remuneration with the former.

However, relative deprivation theory emerged to ex-
plain how the perceptions of inequality and inequity are
reached. Relative deprivation as conceived by Merton
and Rossi (1957) occurs when equity, has been aggra-
vated and frustrated. The relatively deprived unit (indivi-
dual, group) feels that it has been frustrated in attaining
an outcome or goal to which it feels legitimately entitled
and as such, gets aggressive and antagonistic. Ted Gurr (1968)
tried to distinguish between four different forms of deprivation viz:
decremental, aspirational, progressive, and persisting
deprivations. However, it is still unclear whether such anger
or frustration will generally be translated to collec-tive
political violence. However, anger is a first-order condition
for violence, though violence is not necessarily
a second-order (that is, sufficient) condition. For frus-
trations of this sort to be converted to political violence,
three conditions have to be met. According to Cooper
(1974), anger must be felt collectively as intolerable and
the group must feel an amount of social and legitimate
support for their action and secondly, such a collectivity
must have enough resources to be able to translate its
discontent into viable action. Lastly, the benefits of
violence must be commensurate or outweigh its costs
(Cooper, 1974). Be that as it may, with this theoretical
background on frustration-aggression and violence, we
shall examine how the state in Nigeria has not only
deprived but also, frustrated her workforce using funds
supported programmes on industrial relations activities to
the point of violence and aggression.

Effects of state-sponsored repression and coercion

The capacity of political authorities to exert coercive
control is a factor that may influence the amount of poli-
tical instability that a country can experience (Ake, 1969).
Empirical attempts at measuring this link have failed to
yield any statistically strong relationship which is probably,
because the measures adopted are not the appropriate
ones. This is in agreement with the views of several scholars
when for instance, indicators such as defense spending is
seen as a percentage of the GDP, military

manpower per 10,000 population, and internal security forces



per 10,000 population are usually adopted in studies (e.g.
Gurr, 1968; Gurr and Rottenberg, 1967; Hibbs, 1973).

It is very doubtful whether these variables really mea-
sure actual acts of coercion. Though, a large army for
example may not prevent benevolence on the part of a
‘democratic’ military regime; which may tend to discou-
rage coup attempts by the military personnel. The extent
to which the acceptance or otherwise of the leadership by
the military affects the desire or otherwise for coups have
not been systematically studied as intuition gives a
possible lead that the acceptance by the rank and file of
the military will further depress the desire for counter-
coups. Although, this will not necessarily remove grie-
vances that may come from civilians administration, the
deployment of state coercive actions notwithstanding
tend to suppress it. Furthermore, if the state has a history
of coercive response to political agitations as known in
Nigeria, then we need to serve some notes of warning to
supporters of coups, other internal wars, and other collec-
tive protest activities. Some of the consideration for coups
d'etat requires further discussion. Three factors which are
often identified as predictors of successful or
unsuccessful take over of governments are:

i.) The degree of political institutionalization in the coun-
try.

ii.) The size of the military relative to the rest of the
population.

iii.) The history of such incidence in the country; that is, if
it happened before, then it could happen again.

These studies give the impression that political instability
especially strikes and other forms of industrial protests
are correlated with a variety of social, economic and poli-
tical factors. It is the validity of this impression that we
shall empirically assess next in Nigeria using IMF progr-
ammes and instability.

Some evidence from Nigeria

The record of IMF- type adjustment programme in Nigeria
dates back to the early 1980s when it was found that
payment imbalances had started to emerge. But then,
only budgetary expenditure, interest rates, credit ceiling,
debt management and prices were the policy areas fo-
cused (ECA, 1984). The Fund was invited to intervene in
Nigeria's economy around September 1986. It was at this
time that foreign exchange management was introduced.
As if to corroborate the claim made by the Fund itself, the
reasons for the invitation centered on decelerations in the
Nigerian economy. However, in explaining this decelera-
tion, the Balance of Payment (BOP)shall be used as it
indicates the current account balance, exchange rate,
direct investment, import and export as well as trade ba-
lance as at 1985. From the data available in the table
below, the current account balance was only marginally
positive and largely negative in 1986, 1988, 1994, and
1995 respectively while it moved back to been positive

from 1996 - 2005.

Furthermore, in the face of mounting foreign debts and
declining oil revenue from exports, sequel to the big crash
in the 1973- 75 oil market, the nation was faced with
serious economic problems, which perhaps necessitated
the intervention of the IMF. The increasing trend of prices
in the Nigerian economy from the 1975 base year was
coupled with unemployment, which was on the high level of about
6 per cent. It seems that the situation was indeed already at
a crisis level, thus the motivation to invite the Fund and
similarly, this position seemed to be supported by the trend
in industrial production. This is because, for most industries,
there was the shortage of foreign ex-change as Nigeria's
creditors were no longer willing to honour letters of credit
during 1985- 86 suggests that less than installed capacities
were being used. This had impli-cations for employment.
The levels of unemployment already showed serious signs
of increase in 1985 before the Fund were approached (Table
2). Similarly, real wages decline on account of stagnant
money wage, and dwindling industrial production noted
below.

From the analysis of the data in table 2, there is little
doubt that the pinch of the crunching economic situation
was felt by the poorest of the poor due to the failure of
wages to move with corresponding increase in prices.
However, given this type of economic situation, it would not be
inconceivable that workers, whose incomes are fixed, are very
likely to r