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ABSTRACT
Pension administration has been a perennial problem in the Nigerian public service since her
independence in 1960. The need to have a sustainable pension scheme necessitated the introduction of
the Pension Reform Act of 2004. The introduction of the scheme has generated intellectual debate
amongst scholars on the relevance, effectiveness and sustainability of the scheme. The broad objective of
this study was to appraise the administration of the new contributory pension scheme in federal
universities in South-Eastern Nigeria from 2004 to 2011. The specific objectives of the study are to
determine whether the new contributory pension scheme payment mode has ensured prompt and
regular payment of pensioners in federal universities in South-Eastern Nigeria; to enquire whether the
investment of the contributory pension funds has generated additional pension benefits to pensioners in
federal universities in South-Eastern Nigeria; and to ascertain whether the new contributory pension
scheme ensures transparency and accountability on the part of pension fund administrators and pension
fund custodians. Agency theory was adopted as the theoretical framework to examine the contractual
relationship that exists between principal and agent. The research design applied for this work was
descriptive survey design, which involved the use of primary and secondary data sources. The primary
sources involved questionnaire and interview. The qualitative method (secondary sources) was also used
for documentary evidence. T-test was used in testing the hypotheses. The results revealed that the new
contributory pension scheme payment mode has ensured prompt and regular payment of pensioners in
federal universities in South-Eastern Nigeria; the investment of the contributory pension funds has
generated additional pension benefits to pensioners in federal universities in South-Eastern Nigeria; and
the new contributory pension scheme has ensured transparency and accountability on the part of pension
fund administrators and pension fund custodians. Based on the findings, relevant recommendations were
made.

Chapter 1
Introduction
1.1 Background of the Study
Pension scheme administration is one of the major problems facing Nigeria public service
since independence in 1960. It is a systemic problem inherent from colonialism. The problems of
retired workers appeared to have had its root during the colonial era, when people were paid such
ridiculous amounts ranging from two shillings and six pence to ten shillings monthly as pension.
The situation appeared to have improved slightly with the attainment of independence. A
systematic pattern that appeared to have evolved over the years showed that the various increases
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in workers‟ pensions and gratuity since 1971, were as a result of the combined efforts by the
various governments of the country and the workers themselves (Eya, 1990).
Agunbiade (2006:16) argues that considering the fact that Nigeria does not have a
sustainable social security system as obtainable in developed countries like Britain, France, United
States of America, etc., and the polygamous nature of African countries, it is appropriate to stress
no harm for one to plan for the period the body would no longer be fit to work. According to
Wikipedia Encyclopedia, a retirement plan is an arrangement to provide people with an income
during retirement when they are no longer earning a steady income from employment. Often
retirement plans require both the employer and employee to contribute money to a fund during
their employment in order to receive defined benefits upon retirement. It is a tax deferred savings
vehicle that allows for the tax-free accumulation of a fund for later use as a retirement income
(http://en.wikipedia.org/wiki/Pension). According to Balogun (2006), Nigeria‟s first ever
legislation instrument on pension matters was the Pension Ordinance of 1951 which took
retrospective effect from first of January, 1946. As at this period, pension benefits in Nigeria were
mere privilege not a right to colonial employees, particularly indigenous workers who were
perceived as inferior beings in the system.
Prior to the enactment of the Pension Reform Act 2004, pension schemes in Nigeria had
been bedeviled by many problems. The public service operated an unfunded Defined Benefits
Scheme and the payment of retirement benefits were budgeted annually. The annual budgetary
allocation for pension was often one of the most vulnerable items in budget implementation in the
light of resource constraints.

In many cases, even where budgetary provisions were made,

inadequate and untimely release of funds resulted in delays and accumulation of arrears of
payment of pension rights. Even though it was obvious that the Defined Pension Benefits Scheme
could not be sustained, the administration of the scheme was weak, inefficient and nontransparent. There was no authentic list or data base for pensioners, whereas stringent procedures
were required to process pension claims where documentation is haphazardly maintained.
Similarly, the restrictiveness in investment and sharp practices in management of pension funds
exaggerated the problem of pension liabilities to the extent that pensioners, due to poor condition
of their health status, were slumping and/or dying on verification queues for payments of their
pension rights or go home without receiving their pensions and gratuities (Olurankinse and
Adetula, 2010). Retirees and their families were subjected to ridicule and unbearable lives as they
could not meet their social needs. As succinctly observed by Idowu and Olanike (2010:2):
15

The Nigerian post-reform public pension scheme, which itself was
informed under Pension Decree No.102 of 1979, has been unfavourable
to most current pensioners. In spite of the benefits that were supposed
to accrue to pensioners, it has also succeeded in breeding numerous
costs, which are being dealt with by both the government and the
pensioners themselves. Despite the wealth of Nigeria, especially
through the bulk of her oil revenue, there still exist very large pension
deficits and actuarial imbalance between the pension contributions and
benefits, which have led to huge pension liabilities over the years. This
clearly shows that the Federal Government is not showing the readiness
or eagerness to meet the obligation of financing the pension scheme as
deemed necessary. The inadequacy and inefficiency of the
government‟s public pension system have resulted into deteriorating
well-being for pensioners in Nigeria. Yet, for many years the
government did not seem perturbed enough by this development to find
a lasting solution to the falling standard of living of pensioners, until
2004, when it reformed the existing pension scheme with the aim of
providing a solution to the pension problems.
In the private sector, on the other hand, many employees were not covered by the pension
schemes put in place by their employers and many of these schemes were funded, the management
of the pension funds was full of malpractices between the fund managers and the trustees of the
pension funds.

Most pension schemes were designed as “resignation” scheme rather than

“retirement” scheme. Broadly speaking, pension schemes in Nigeria were largely unregulated and
unsupervised. Therefore, no standard rules and regulations in its operation. The failures of pension
schemes in the country have been attributed to poor pension fund administration, outright
corruption and embezzlement of pension fund as well as inadequate build-up of funds and poor
supervision. Although the old public service pensions were paid from the consolidated revenue
fund of the federation, the Federal Government found it difficult to grapple with the enormous
amount of money involved. A scenario was painted where, in the absence of reforms, the annual
pension bill might be in the long run equal or exceed the annual wage bill of the active workforce
(Aderinokun and Adoba, 2004).
The above scenario necessitated a re-think of pension administration in Nigeria by the
administration of former President Olusegun Obasanjo. Swiftly, the administration constituted a
committee of core professionals, headed by Mr Fola Adeola to study the problems associated with
pension administration in the country and come up with appropriate recommendations. The report
of this Committee formed the basis of the Pension Reform Act 2004 in order to address and/or
eliminate the problems. The outcome of the reform exercise was the enactment of the Pension
Reform Act of 2004 into law. The main thrust of the reform is to ensure that every person who
16

worked in either the public service of the federation, federal capital territory or private sector
receives his/her retirement benefits as and when due; assist individuals by ensuring that they save
to cater for their livelihood during old age and thereby reducing old age poverty; ensure that
pensioners are not subjected to untold suffering due to inefficient and cumbersome process of
pension payment; establish a uniform set of rules, regulations and standards for the administration
and payments of retirement benefits for the public service of the federation, federal capital
territory and the private sector; and stem the growth of outstanding pension liabilities. The 2004
Pension Reform Act created the National Pension Commission as the sole regulatory agency on all
pension matters to supervise the activities of the licensed private Pension Fund Administrators and
Pension Fund Custodians.
The main focus of this study is to critically appraise the operation of the new pension
scheme with the primary aim of determining its effectiveness in prompt and regular payment of
pensioners, efficiency in investment of pension funds to generate additional pension benefits to
pensioners and sustainability of the scheme through accountability and transparency on the part of
the licensed operators.
1.2 Statement of the Problem
Pension administration has been a perennial problem in the Nigeria public service since her
independence in 1960. For many years, successive governments were burdened with numerous
problems associated with the pension systems operated in both the public and private sectors.
The Nigeria pension schemes were marred with defects. The Defined Pension Benefit (Pay As
You Go) scheme operated in the public sector was characterized by insufficient funding,
discrimination in coverage, demographic shifts and weak administration; while those in the private
sector had low compliance ratio. Invariably, the scheme in the public sector became unsustainable
and further compounded by unregulated increase in salaries that resulted in huge pension liabilities
(http://www.faqs.org/periodicals/201009/2087472371.html).
The need to reform the defined pension scheme became inevitable because of the
deficiencies associated with it which the researcher has already identified in this study. The
urgency for the reform became obvious because the longer the reform exists the more difficult it
would become to implement.

The foregoing scenario necessitated a shift from the existing

practice to a more sustainably defined contributory pension scheme. This culminated to the
establishment of the Pension Reform Act of 2004 by the former President Olusegun Obasanjo‟s
administration. The Act provides for a contributory pension scheme for the public service of the
17

federation, employees of the federal capital territory and employees of any private sector
organization with up to five (5) or more employees. The introduction of the new scheme has
generated intellectual debate amongst scholars on the relevance, effectiveness and sustainability of
the scheme. Such scholars as Carmichael and Palacios (2004); Ibe (2005); Ojujoh (2005);
Holzmann, Mackellar and Rutkowski (2003); Ney (2003); Abdulkadir (2006); and Olurankinse
and Adetula (2010) have advanced arguments on funding the scheme and comparative analysis of
the old and new schemes but the existing literature has not addressed the issues that border on
prompt and regular payment of retirement benefits, returns on pension funds investment,
transparency and accountability in the pension industry. In other words, no empirical and in-depth
literature appear to exist that attempt to appraise the administration of the New Contributory
Pension Scheme in the federal universities in South-Eastern Nigeria. There is therefore a gap in
literature that needs to be filled. This study therefore attempts to fill this gap. Consequently, this
study is guided by the following research questions:
(1) Does the new contributory pension scheme payment mode ensure prompt and regular
payment of pensioners in Federal Universities in South-Eastern Nigeria?
(2) Does the investment of the contributory pension funds generate additional pension benefits
to pensioners in Federal Universities in South-Eastern Nigeria?
(3) Has the new contributory pension scheme ensure transparency and accountability on the
part of Pension Fund Administrators and pension fund custodians?

1.3 Objectives of the Study
The broad objective of this study is to appraise the administration of the new contributory
pension scheme in federal universities in South-Eastern Nigeria from 2004 to 2011. The specific
objectives of the study are as follows:
1. to determine whether the new contributory pension scheme payment mode has ensured
prompt and regular payment of pensioners in federal universities in South-Eastern Nigeria;
2. to enquire whether the investment of the contributory pension funds has generated
additional pension benefits to pensioners in federal universities in South-Eastern Nigeria;
and
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3. to ascertain whether the new contributory pension scheme ensures transparency and
accountability on the part of pension fund administrators and pension fund custodians.
1.4 Significance of the Study
Practical Significance: This study is significant because it is an in-depth investigation of the
activities of pension fund administrators in the administration of the new contributory pension
scheme and the relevance of the project to the plight of Nigeria pensioners and contributory
workers in managing the compulsory contributory fund. The value of the knowledge up-date is
relevant to decision-making processes, professional practitioners, policy-makers and policy
implementers, and employers of labour in evaluating the new contributory pension scheme and repositioning the project, when necessary, for good governance. Besides, this study provides a new
insight into the way and manner the new contributory pension scheme funds would be managed in
Nigeria to ensure its safety, effectiveness and sustainability.
Theoretical Significance
The study will also serve as secondary source of data collection to future researchers on the
subject matter. Evaluation of the effect of the contributory pension scheme will spur further indepth analytical study that will focus on the sustenance and relevance of contributory pension
scheme to build enhanced and sufficient consolidated fund for improved retirement benefits in
Nigeria.

The acceptability of the pension scheme and its application in practical terms by

individual federal university within the scope of this study, ensuring prompt and regular payment
of pensioners, investment returns and safety of the funds contributed have not been adequately
addressed by existing literature on the subject. This study has filled the gap in literature.

1.5

Literature Review
The literature review on this study was conducted under the following sub-headings – (a)

General Literature on Pension Scheme; (b) The New Contributory Pension Scheme and Prompt
and Regular Payment of Pensioners; (c) The New Contributory Pension Scheme and Enhancement
of Pension Benefits; (d) Accountability and Transparency of the Pension Fund Administrators and
Pension Fund Custodians in the New Contributory Pension Scheme – as highlighted in the
preceding research questions.
(a) General Literature on Pension Scheme

19

Scholars have advanced varying views from different ideological perspectives on the ongoing debate on the new contributory pension scheme. For instance, Ibe (2005:84) opines that the
contributory pension scheme is funded in the sense that the contributions and the returns from the
investment of such funds provide the resources for meeting the pension obligations. On the
contrary, the defined pension benefits scheme is unfunded because the pension obligations are met
from the general current revenue, taxation in the case of the government and this is the reason why
it is referred to as a “pay-as-you-go” system. Payment of pension obligations in the unfunded
pension scheme thus depends largely on general productivity and tax revenue growth in the
economy as well as a host of demographic features of the economy. He observes that in the
funded pension system, payment of pension obligations would encounter problems if there were
earnings problems with pension investments due to management problems and adverse
movements in macroeconomic variables. Pensioners under both schemes face risks as to what the
future value of their benefits would be, with pensioners under a publicly managed system facing
largely political risks and the privately managed contributory pension scheme facing investment
risks. While the risks are spread through a market mechanism in the contributory pension scheme,
in the defined pension benefits scheme it is through the legislative mechanism, which modifies the
benefit plan in the future.

According to Komolafe and Ahiuma-Young (2010:1), the Pension

Reform Act 2004 was initiated to put an end to abject poverty to which many pensioners
experienced as a result of the failure of government to honour its pension obligations regularly as
provided in the 1979 Pension Reform Act. Administration of pension scheme in Nigeria has been
fraught with numerous problems. They argue that retirement is considered a blessing in a society
where functional social security system caters for the retirees, particularly at their weak-old-age.
In some developing countries like Nigeria where pre-plan for retirement age is extremely difficult
with low levels of income and zero-capacity savings due to poor and inhuman wages, retirement is
a curse, hence the fear and apprehension of workers about the gloomy future facing them. The
socio-political economy of any nation informs the perception of its citizens about retirement either
to embrace it with adequate pre-arrangement or be gripped with fear and apprehension of
uncertainties that would unfold during their retirement period.
Scholars like Holzmann, Mackellar and Rutkowski (2003); Muller (2003); Ney (2003);
Carmichael and Palacios (2004); Hess and Impavido (2003) have advanced divergent views on
administration of pension scheme, and their views were borne out of their respective ideological
perspectives on pension funds administration. The aspects of liquidating the old pension liabilities,
20

funding, continuity and sustainability of the new pension scheme dominate their views, while
others expressed concern over security of the funds and unrewarding nature of pension funds
investments. Okpara (1990:44) argues that the way any individual perceives retirement depends
largely on the values and attitudes prevalent in one‟s society. He stresses that in a society where
workers are retired and benefits are rarely paid, or in a society where retired persons are treated as
nuisance to society, retirement is bound to be looked upon as the end of life, irrespective of
individual variations that may occur. The nature of our society has not done enough to help
persons see retirement in a positive manner because lack of provision of social security,
nonpayment of pension benefits to beneficiaries as and when due, backlogs of unsettled pension
liabilities, lack of data base of pensioners in Nigeria, lack of accountability and transparency,
corruption, improper and/or outright absence of documentation that characterized the old defined
pension benefits made the old system unmanageably unsustainable.
Sababa and Usman (2005) argue that those workers who preplanned very well welcome
retirement even at short notice and are always well adjusted in retirement. They are of the view
that those who failed to plan are always afraid of retirement. Some of them falsify documents to
stay put in service until they are forced out through compulsory retirement. Retirement, therefore,
is seen by them as a curse rather than a blessing. The researcher buttresses Sababa and Usman‟s
(2005) contribution to the effect that the ugly situation of pensioners that centred on poor and
miserable working conditions were responsible for the planlessness of public sector employees
towards retirement. The new contributory pension scheme was introduced to give such workers a
renewed hope for better life after retirement from active service. The 2004 Pension Reform Act
somewhat repealed the 1979 Pension Reform Act with its subsequent amendments, and establishes
a uniform contributory pension schemes for both the public and the private sectors in Nigeria.
For example, Section 2 of the 2004 Act provides the objectives of the new pension scheme to
include (i) to ensure that every person who worked in either the public service or the private sector
receive his or her retirement benefits as and when due; (ii) assist improvident individuals by
ensuring that they save in order to cater for their livelihood during old age, and (iii) establish
uniform set of rules, regulations and standards for the administration and payment of retirement
benefits for the public service of the federation, federal capital territory and private sector. These
are some of the main ingredients of the Pension Reform Act of 2004 which was not obtainable in
the “pay as you go” define pension scheme.
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Carmichael and Palacios (2004) argue that given the widely held belief that providing for
the retired generation is, at least in part, a responsibility of government, it is not surprising that the
different models of mandated retirement income provision and public pension schemes have by
far longest history of low sustainability. Initially, many of these schemes intended substantial
prefunding of their obligations.

In the post-second world war period, however, there was

increased acceptance of pay-as-you-go financing, with little concern expressed over poor rates of
return on pension fund investments. As populations have aged in recent decades and the liabilities
of public pension schemes have exploded, many governments have shifted the focus of their
attention to private pensions, both voluntary and publicly mandated, as a means of reducing their
future liabilities and mitigating increasingly obvious intergenerational transfers.

According to

Abdulkadir (2006:181), the first pension legislation in Nigeria was enacted in 1951 referred to as
the Pension Ordinance, although, it had a retrospective effect from 1 st January, 1946. He observes
that the colonial pension law was primarily designed for colonial administrators recruited from
Britain, who were being deployed and/or redeployed to various locations within the vast British
Empire. The essence, according to him, was to maintain continuity of service irrespective of one‟s
transfer to any location.
When the law became applicable to indigenous Nigerians who were recruited into the
colonial service, limited and discriminatory application of the pension scheme was introduced to
the extent that pension benefits was granted to such category of employees at the pleasure of the
Governor-General because under the Ordinance, pension was not an absolute right of Nigerians in
the colonial civil service. Aborisade (2008:7) gives credence to this argument when he asserts that
before April 1974, gratuity and pension for public servants were not treated as rights but as
privileges. The applicable law provided that “no officer shall have an absolute right to … pension
or gratuity”. As from 1974, they became rights to which a qualifying public servant was entitled
to claim from the government. The lukewarm attitude of post-colonial government towards
pension administration in Nigeria emanated from the “administrative-inheritance” of the
indigenous political class from the British colonial regime whereby the indigenes were not
considered fit to receive pension benefits after retirement from active and meritorious service.
This ugly situation of discriminative pension scheme persisted against Nigerian public servants till
1974 Pension Act.
Carmichael and Palacios (2004:2) stress that pension provision in most countries is a
combination of public (unfunded) schemes, publicly mandated contributory schemes, and
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voluntary private retirement savings. In some countries publicly mandated pension contributions
are privately managed, but in others the government retains management of these funds either
directly or through a specially created management agency. In both cases, the government is
responsible for the provision of retirement incomes from the scheme. The lines of distinction
between the different schemes generally can be blurred. Some privately managed mandatory
pension schemes carry explicit or implicit government guarantees and/or operate under
government rules that are, in practical terms, tantamount to government management.
Olurankinse and Adetula (2010:3) note that prior to the Pension Reform Act 2004, most public
organizations operate a Defined Pension Benefit (pay-as-you-go) scheme. Final entitlement was
based on length of service and terminal emoluments. This defined benefit scheme was funded by
Federal Government through budgetary allocation, and administered by Pension Department of
the Office of Head of Service of the Federation. Pension administration in Nigeria has suffered
epileptic release of funds to address numerous cases of unsettled pension benefits associated with
the old pension scheme. Hassan (2008) cited in Olurankinse and Adetula (2010:3) observes that
most pension schemes in the public sector had been underfunded owing to inadequate budgetary
allocations. Budget allocations that were seldom released were far short of the total benefits. This
situation resulted in unprecedented outstanding and unsustainable pension deficits that was
estimated to cover two trillion naira (N2triilion) before the commencement of the Pension Reform
Act 2004.
Holzmann and Palmer (2006:2) are of the view that the fiscal pressures have been the
trigger for the initiation of a pension reform.

Reforms are inevitably driven by short-term

budgetary pressure resulting from the increasing costs of what in the long-term are fiscally
unsustainable public pension systems. The short-term fiscal pressure for pension reform is always
budgetary. The diagnosis is almost invariably that there are too many recipients and too few
contributors. The underlying problem in developed economics, they stress, is system maturation
resulting in increasing benefit levels mixed with decreasing de facto retirement ages, accentuated
by population aging and the deterioration in demographic dependency ratios (the ratio of elderly to
the working-age population).

Countries are frequently strapped down with high levels of

expenditures on benefits, reflecting low and inflexible retirement ages set in times when life
expectancy was considerably lower and in an economic environment that was characterized by
high economic growth and employment. Workers run the risk of being trapped in a web of
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unfunded projects due to haphazard or total planlessness on the part of the government to cater for
its employees.
Carmichael and Palacios (2004:8) observe that stakeholder risks fall into four main
categories: (a) failure of the government to meet its retirement income promises; (b) use or misuse
of contributors‟ funds by the government to meet social policy objectives other than retirement
income objectives; (c) underperformance of the fund due to the use of contributors‟ funds for
directed lending or as a captive source of finance for the government; and (d) loss of funds due to
corruption or mismanagement. They note that not all of these risks apply equally to every form of
public pension scheme. For example, the major risk in an unfunded public pension scheme is that
the government‟s retirement income promises may grow beyond the budget‟s capacity to fund
them, usually as a result of demographic changes such as an increase in longevity, a reduction in
fertility, or a reduction in the tax base. Carmichael and Palacios (2004) further argue that the risk
that a government will fail to deliver its promises is more explicit in government-managed
mandatory contribution schemes. While funded public defined pension benefit schemes usually
are guaranteed by the government against underperformance due to theft or misuse of
contributors‟ funds, the guarantors ultimately are the taxpayers themselves. With taxpayers as the
ultimate guarantors, there is thus a distinct temptation for some governments to use those funds for
political and even personal purposes. The temptation is increased by the fact that the payoff of
the funds to members of the scheme is usually far in the future, whereas the benefits from
exploiting the available resources usually are immediate. They observe that the existence of
contributors‟ fund also introduces the risk of misuse of funds, underperformance due to directed
lending, and mismanagement. The existence of a government guarantee does not entirely remove
the risk of promissory failure. They cited Indonesia as a good example of the risks involved.
According to them, the government of Indonesia mandates that Indonesian workers to contribute
to the publicly managed fund. Following a period in which previous governments often directed
contributed funds to favoured projects and uses, there are serious concerns about the adequacy of
the fund to meet its promises. While the full extent of the funding gap is unclear, there is a
widespread perception among Indonesians that they are at risk given the severe budgetary
constraints under which the Indonesian government is operating. The primary defenses against
each of these risks are good governance, structure and transparency. The governance provisions
of public pension schemes should be aimed at establishing good business practices, avoiding
corruption, mismanagement and abuses of the government itself.
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Aminu (2006:38) argues that there is no doubt that pension systems are a critical tool in
reducing poverty among the elderly.

But an aging population, poor administration, early

retirement, and unaffordable benefits have strained both pension balances and overall public
finances, lending urgency to the call for pension reform. He notes that as it is in most developing
economies, payment of pensions have posed a big challenge to Nigerian Government in terms of
identification of pensioners, determination of entitlements, reconciliation of amounts paid,
reconciliation of arrears and determination of the government‟s overall pension liability for
budgeting and planning purposes.

Aminu (2006) further observes that the previous pension

scheme failed because there was no serious attempt to make the pension scheme work. The old
scheme was not mandatory for the private sector. It was left at the discretion of the various
employers to determine compliance. The pension scheme was strictly based on affordability and
level of social responsibility. The mandatory pension scheme was a public driven initiative
characterized by very weak enforcement of the rules and regulations. Besides, organizations were
easily tempted to encroach upon the staff pension funds to address what the employer may regard
as “temporary financial squeeze”.
What bogs the intellectual mind of scholars is that even in the prevailing democratic
dispensation, stakeholders‟ opinion on decision making processes is being suppressed when their
input is vitally essential in the formulation of the pension reform policy. According to Aborisade
(2008:7), with the introduction of representative system of governance, it is assumed that the
process of law-making or changes in policy-making should reflect democratic norms. The inputs
from labour and private sector organizations were not sufficiently considered in developing the
new legal framework governing pension administration in Nigeria. In other words, the existing
democratic structures and procedures were not, in reality, relied upon in effecting pension reforms.
Egede (2004:39) observes that organized labour faulted the new Pension Act for its lack of critical
stakeholders inputs, noting that despite the public hearings by the National Assembly and the
sustained involvement of labour and other stakeholders in the reform discourse, the Act still
ignores much of the views of the public. According to him, organized labour queried the Act for
its lack of provision of any effective and sustained strategy or measure to off-set the existing
pension liabilities, which was in the first place the basis for organized labour‟s case for a reform
that would guarantee a funded scheme, noting that under the new law, the large number of
pensioners of primary schools, dissolved Federal Government Boards, the military, railways, etc
whose benefits were due for payment before the cut-off date, were not taken into consideration.
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Besides, labour notes that the situation of arrears of pension and gratuity is even more deplorable
in the states and the local government councils. The reverse is the case in developed countries.
According to Agunbiade (2006:16), in the United Kingdom, state pensioners are one group in the
society whose welfare the Government does not take for granted. The “grey vote”, as they are
dubbed by the media, make a formidable lobby group whose voting power can influence the
outcome of a bill or even election. The old-age pension system is well coordinated and adjusted to
the cost of living. For example, pensioners receive extra payment if the winter becomes extremely
cold prompting an increase in heating bill. Agunbiade (2006) observes that in Nigeria, the
epileptic and uncoordinated fashion in which pension matters have been handled is one of the
biggest scandals in the nation‟s history. Pathetically, many pensioners frustratively slumped and
passed on while awaiting their retirement benefits. Eradication of this ugly scene is one of the
principal objectives of the new Pension Reform Act 2004. Section 15 of the Act stipulates that
“the National Pension Commission was established with the principal objective to regulate,
supervise and ensure the effective administration of pension matters in Nigeria”.
The Pension Reform Act 2004, Section 2(c) stipulates that:
one of the objectives of the scheme shall be to establish a uniform set
of rules, regulations and standards for the administration and payments
of retirement benefits for the public service of the federation, federal
capital territory and the private sector (National Assembly, FRN,
2004:32).
Section 4(1)(a)-(c) of the Act states that:
a holder of a retirement savings account upon retirement or attaining
the age of fifty years, whichever is later, shall utilize the balance
standing to the credit of his retirement savings account for the
programmed monthly or quarterly withdrawals calculated on the basis
of an expected life span; annuity for life purchased from a life
insurance company licensed by the National Insurance Commission
with monthly or quarterly payments; and a lump sum from the balance
standing to the credit of his retirement savings account, provided that
the amount left after that lump sum withdrawal shall be sufficient to
procure an annuity or fund programmed withdrawals that will produce
an amount not less than fifty percent of his annual remuneration as at
the date of his retirement (National Assembly, FRN, 2004:32-33).
According to the National Assembly (2004), Section 11(1)-(7) of the Pension Reform Act
2004 provides that:
every employee shall maintain an account (in the Act referred to as
“retirement savings account”) in his name with any Pension Fund
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Administrator of his choice; the employee may, not more than once in a
year, transfer the retirement savings account maintained under
subsection (1) of this section from one Pension Fund Administrator to
another without adducing any reason for such transfer; the employee
shall notify his employer of the Pension Fund Administrator chosen
and the identity of the retirement savings account opened under
subsection (1) cited above; the employee shall not have access to his
retirement savings account nor have any dealing with the Custodian
with respect to the retirement savings account except through the
Pension Fund Administrator; the employer shall deduct at source the
monthly contribution of the employee in his employment and not later
than seven working days from the day the employee is paid his salary,
remit an amount comprising the employee‟s contribution under
paragraph (a) of the subsection and the employer‟s contribution to the
Custodian specified by the Pension Fund Administrator of the
employee to the exclusive order of such Pension Fund Administrator;
upon receipt of the contributions remitted under subsection (5)(b) of
this section, the Custodian shall notify the Pension Fund Administrator
who shall cause to be credited the retirement savings account of the
employee for whom the employer had made the payment; any
employer who fails to remit the contributions within the time
prescribed in subsection (5)(b) of this section, in addition to making the
remittance already due, be liable to a penalty to be stipulated by the
National Pension Commission, provided that the penalty shall not be
less than two percent of the total contribution that remains unpaid for
each month or part of each month the default continues and the amount
of the penalty shall be recoverable as a debt owing to the employees
retirements savings account as the case may be (National Assembly,
FRN, 2004:35-36).
Agunbiade (2006:16) observes that the provisions of the reforms are meant to be a guard
against underfunding the public and private sector pension schemes. It provides for the
establishment of a uniform set of rules and regulations for the administration and payment of
retirement benefits in public and private sectors as well as mandatory retirement savings account
for all the employees in the public and private sectors. He notes that this should serve as bulwark
against inadequate pension payment plan for retirees in both sectors. Properly run, the new
Pension Reform Act will mark the end of the mess in the nation‟s pension scheme which has left
the government with huge pension liability. The outstanding pension liability has to be cleared if
the new scheme is not to be unduly encumbered.

The new contributory pension scheme

guarantees prompt payments of pension benefits to pensioners and still retain consolidated funds
in the project coffer for investment that would accrue returns for the stakeholders (ThisDay, 2006,
01/03, p.17).
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The old pension scheme which the new one replaces, had been bogged down with poor
administration, arbitrariness in salary increases and unfulfilled liabilities by employers. Under the
defined pension scheme, government had accumulated N2trillion unfulfilled obligation to its
former employees, some of which have died out of frustration. The new Pension Reform Act was
enacted to stem the unhealthy trend of the old system (ThisDay, 2006, 01/03/, p.17). Unlike what
was obtainable in the defined pension benefit (pay-as-you-go) scheme, Abdulkadir (2006:184)
observes that the rate of contribution to the scheme as contained in Section 9(1)(a)-(c) of the
Pension Reform Act 2004 provides that:
subject to the approval of the National Pension Commission
established under Section 14 of the Act, the contribution for any
employee to which the Act applies shall be made in the following
circumstances relating to his monthly emoluments (basic salary,
housing and transport) - in the case of the Public Service of the
Federation and Federal Capital Territory, including private sector, a
minimum of seven and a half percent by the employer and a minimum
of seven and a half percent by the employee except in the case of the
military where a minimum of twelve and a half percent by the
employer, and a minimum of two and a half percent by the employees
(National Assembly, FRN, 2004:34).
Comparatively, Eche (2011) notes that a pension plan is basically a structure for investing money.
A pool of invested pension funds is used to pay monthly benefit to retirees under specified
conditions. There are two kinds of pension plan – a traditional Defined Benefit Plan that has a
formula for determining the monthly pension payments during retirement. It is an employee‟s
salary history and the number of years of service. It is therefore up to the employer to make sure
there is enough money set aside to fund the promised pension. Under this scheme, the employer
solely funds it (in this case, it is the government‟s responsibility to make good the pension
promise).

On the other hand, the Defined Contribution Plan sets out how much money an

employer and an employee will pay into the plan. The amount may be a flat rate or a percentage
of the earning. The exact amount of the eventual retirement benefit is left undetermined until the
employee retires (e.g. National Provident Fund and National Social Insurance Trust Fund). On
the custody of the contributed funds, Awojori (2008) notes that Pension Fund Custodians are
appointed by Pension Fund Administrators. Pension Fund Custodians are responsible for the
warehousing of the pension fund assets. The employer sends the contributions directly to the
Custodian, who notifies the Pension Fund Administrator of the receipt of the contribution and the
Pension Fund Administrator subsequently credits the Retirement Savings Account of the
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employee. The Custodian would execute transactions and undertake activities relating to the
administration of pension fund investments upon instructions by the Pension Fund Administrator.
Chizea (2006:16) draws comparison with the defined pension benefits (pay-as-you-go)
system. He states that what we had hitherto in Nigeria was essentially a nominal pension scheme.
The scheme, particularly in the public sector, was largely not funded, hence all the gory details
regarding pension payment arrears and the disgraceful plight of pensioners in their attempt to
collect their pensions. He points out that the new pension scheme is contributory in nature, fully
funded particularly as it is private sector driven and the employers of labour are not the
administrators of the scheme. The Chairman, Senior Staff Association of Nigerian Universities,
University of Ilorin Chapter, Mr. John Fashiku has described the new pension scheme introduced
by the Federal Government as capable of improving the living condition of civil servants after
retirement if the Pension Fund Administrators discharge their duties with the fear of God. He
emphasized the importance of sufficient awareness to educate workers on the benefits of the
scheme and the need to participate to take full advantage of the new dispensation.
Agunbiade (2006:16) observes that minority of the workforce is aware and fully
understand what the reforms are all about.

He argues that information and effective

communication would go a long way to eliminate fear and cynicism amongst workers over
pension matters. The naivety of workers manifested with their complaints that they are making
regular contributions but do not have regular records of payments made and expressed fear if they
would ever see their funds.

Agunbiade (2006:16) also observes that the former President

Olusegun Obasanjo assured contributors that their funds would not be subject to the same
treatment received by hapless customers from some new generation banks. He points out that
even though a presidential assurance has been given to workers on the safety of funds, pension
fund administrators must keep the contributors and indeed the public abreast of their activities.
The new pensions scheme must have a human face, as confidence is gradually being restored to
the system. Therefore, information needs to be readily available to the contributors on activities in
the industry especially where it concerns investment. He concludes that information about inbuilt
safeguards against diversion and mismanagement of the funds should also be available to the
members of the public as a confidence-building strategy. Chizea (2006:16) observes that one of
the incentives offered under the new scheme is the fact that contributions are tax deductible. The
employer is obliged under the scheme to deduct and remit contributions to a Custodian within
seven days from the day salary was paid. The Custodian, on the other hand, is obliged to inform
29

the Pension Fund Administrator within twenty-four hours of the receipt of the contribution. He
further points out that the Act provides that “an employee is allowed to withdraw from the balance
standing to the credit of the retirement savings account provided that the amount remaining after
the withdrawal is sufficient to procure an annuity or fund programmed withdrawal that will
produce an amount not less than fifty percent (50%) of the monthly remuneration at the date of
retirement. This withdrawal is permitted when the employee has attained the age of fifty years or
upon retirement”.
Conceptual Clarification
Pension: Eche (2011:1) defines pension as a periodical payment and/or a lump sum reward on a
contractual legally enforceable agreement between an employer and an employee or any other sum
payable gratuitously by the government, employer of labour or a company to its employee in
consideration of past services rendered upon cessation of employment. He stresses that pension is
critical to how a worker will live after retirement. It is therefore the right of the worker on how his
pension works, what changes that may be made by his employer, how secure is the fund.
Pension is simply the amount set aside either by an employer or the employee or both to
ensure that at retirement, there is something to fall back on as income. It ensures that at old age
they will not be stranded financially. Pension is a plan for the rainy days after retirement, and an
arrangement to provide people with income when they are no longer earning regular income from
employment. It is also a tax deferred savings vehicle that allows for the tax-free accumulation of
fund for later use as a retirement income. Pension is a regularly paid gratuity, paid regularly as
benefit due to a person in consideration of past services; notably to one who retired from service
on account of retirement age, disability or similar cause; especially, a regular stipend paid by a
government to retired public officer and/or disabled soldiers, typically in the form of a guaranteed
annuity. A pension created by an employer for the benefit of an employee is commonly referred
to as an occupational or employer pension; while a pension fund is a general term used to describe
an investment fund built up during working life and used at retirement to purchase an annuity to
provide a continuing income (http://en.wikipedia.org/wiki/Pension).
(b)

The New Contributory Pension Scheme and Prompt and Regular Payment of
Pensioners
What informed government to enact the new Pension Reform Act 2004 was the

unsustainable nature of the defined pension benefits scheme. There is a consensus in favour of a
shift from non-contributory to a contributory pension scheme in the public and private sectors of
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the workforce to eliminate the perennial problems of shortage of funds for the payments of
pension and gratuity, and address the issue of accumulated pension liabilities in terms of backlog
of arrears of pension benefits. The essence of the Act is to ensure that employees have improved
hope of fruitful and comfortable retirement life and pensioners receive their pension benefits as
and when due. Contributory pension scheme guarantees consolidated funds to cater adequately
for the welfare of pensioners in Nigeria (Agunbiade, 2006; Aminu, 2006; Olurankinse and
Adetula, 2010). The question is – with the consolidated pension funds, are pensioners being paid
promptly and regularly in the new scheme?
Abdulkadir (2006:183) argues that Decree 11 of 1993 makes special provisions for the
academic staff of Federal Universities. Under the Act, the compulsory age of retirement of an
academic staff is 65 years. The 35 years service rule does not apply. A person who retires as a
professor, having served for a minimum period of 15 years continuous service as a professor in the
University system or continuously in the service of a university in Nigeria up to retiring age shall
be entitled to 100% of his terminal annual emolument as pension. The new Act 2004 is silent on
this clause. The implication is that professors would be paid pension based on the amount
contributed by individual staff, and this will adversely affect their pension benefits as it is not in
tune with the Federal Government and Academic Staff Union of Universities (ASUU) Agreement
in 1992

and it does not guarantee prompt and regular payment of pension benefits to

beneficiaries. The Act has definitely disadvantaged some category of staff in the public sector.
Since there is no clause in the new Act that dealt with the issue highlighted, it is a distortion of the
provisions of the existing Act that favoured employees. Ojujoh (2005:29) also observes that the
provision of Sections 3, 4, and 5 of the Pension Reform Act 2004 constitutes clogs in the wheel of
the employees/pensioners progress. He argues that a professional employee or any employee
under the age of fifty (50) years cannot hope on receiving his gratuity/pension benefits promptly
and regularly, upon his retirement, to set up his own private practice or business or even becomes
employer of labour. He points out that even those who retire at fifty years or above cannot collect
lump sum from their retirement savings account promptly to set up a meaningful project in life –
though it is assumed that the money is their resources stacked in their so-called “retirement
savings account”. This, he stresses, tantamount to servitude. To state that an employee who retires
under the age of fifty years cannot enjoy the fruit of his hard labour promptly, as the Act provides,
is most cruel. He argues that to engage employee against his will or wish indirectly throughout his
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most productive life until he would no longer be much useful to himself on leaving service cannot
be qualified by any better word than slavery. Section 3(1)-(2)(a)-(c) of the Act provides that:
subject to section 3(2) as from the commencement of this Act, no
person shall be entitled to make any withdrawal from his retirement
savings account; opened under section 11 of this Act, before attaining
the age of 50 years; 3(2) notwithstanding the provisions of subsection
(1) of this section, any employee who is retired on the advice of a
suitably qualified physician or a properly constituted medical board
certifying that the employee is no longer mentally or physically capable
of carrying out the functions of his office; is retired due to his total or
permanent disability either of mind or body; or retires before the age of
50 years in accordance with the terms and conditions of his
employment, shall be entitled to make withdrawals in accordance with
section 4 of the Act (National Assembly, FRN, 2004:32).
Section 4(1)-(2) stipulates that:
a holder of a retirement savings account upon retirement or attaining
the age of 50 years, whichever is later, shall utilize the balance standing
to the credit of his retirement savings account for the following benefits
– (a) programmed monthly or quarterly withdrawals calculated on the
basis of an expected life span; (b) annuity for life purchased from a life
insurance company licensed by the National Insurance Commission
with monthly or quarterly payment; and (c) a lump sum from the
balance standing to the credit of his retirement savings account,
provided that the amount left after that lump sum withdrawal shall be
sufficient to procure an annuity or fund programmed withdrawals that
will produce an amount not less than fifty percent (50%) of his annual
remuneration as at the date of his retirement. 4(2) where an employee
retires under paragraph (c) of subsection (2) of section 3 of this Act the
employee may, on request, withdraw a lump sum of money not more
than 25% (twenty-five percent) of the amount standing to the credit of
the retirement savings account, provided that such withdrawals shall
only be made after six months of such retirement and the retired
employee does not secure another employment (National Assembly,
FRN, 2004:33).
While Section 5(1)-(2) provides that:
where an employee dies, his entitlements under the life insurance
policy maintained under subsection (3) of section 9 of this Act shall be
paid to his retirement savings account; and the pension fund
administrator shall apply the amount paid under subsection (1) of this
section in accordance with section 4 of this Act in favour of the
beneficiary under a will or the spouse and children of the deceased or in
the absence of a wife and child, to the recorded next-of-kin or any
person designated by him during his life time or in the absence of such
designation, to any person appointed by the Probate Registry as the
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administrator of the estate of the deceased (National Assembly, FRN,
2004:33).
Organized labour protested against the provisions of Sections 3, 4, and 5 of the Act and
called for an amendment of the new Pension Reform Act 2004 with a view to addressing the
scores of unfinished matters in the pension reform agenda, such as guaranteeing prompt and
regular payment of pension benefits; making provision for off-setting outstanding pension
liabilities estimated at N2billion; restoration of defined benefits in the form of lump-sum gratuity
outside pension contributions in addition to the monthly pension; provision for adequate and
equitable stakeholders representation on the National Pension Commission Board and Executive
Directorate; and ensuring that the independent existence of funded private sector pension
arrangements is in place to protect the general interest of employees rather than the diminishing
returns on their pension benefits. (Guardian, 2004, 27 July, p.39). Ojujoh (2005:29) lays credence
to compulsory slave labour which the Act seem to uphold, when he argues that some services of
the federation provide for immediate entitlement of pension benefits on retirement irrespective of
one‟s age. He takes Nigeria Navy as example, which he argues that upon entry into the Navy, the
person signs certain years of service. When that contract is about to expire, the employee is at
liberty to renew his service for more years, and again, up to a maximum of thirty-five years,
provided he is within the age limit of sixty years. Therefore, he is free to retire upon completion
of any of the term periods signed even though he is under fifty years of age. He notes that this is
probably the kind of terms and conditions envisaged by employees which the Act has seemingly
denied them. Organized labour argues that the abolition of gratuity will short-change and
disadvantage public sector workers in terms of prompt access to lump-sum-benefit, while it will
amount to Federal Government setting aside the best practice in terminal benefits administration
acknowledged as best in the world. The body warns that this has the potential of further
weakening moral and productivity and undermine the fight against corruption in Nigeria, as it is
envisaged that the lack of a lump sum for resettlement/rehabilitation would make unethical
practice attractive. Therefore, labour movement advanced a case for the retention of defined
gratuity benefits to be funded by the Federal Government as an employer outside the contributory
pension scheme, as is hitherto the case in the private sector, stressing that the lump sum gratuity
distinct from monthly pension income has been the bedrock of the country‟s terminal
compensation structure, which enables the rehabilitation of new retirees and helps to cope with
cessation of salaries and wages (Guardian, 2004, 27 July, p.39).
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Ojujoh (2005:29) argues that “it was government‟s design to perfect the slavery condition
of the employees in the sense that the Act carefully extinguished the statutory flavour of the
defined pension benefits scheme. For instance, the new Pension Reform Act 2004 expunged the
provision of thirty-five years of service or sixty years of age whichever is earlier, as contained in
the previous Act, and which ensured job security in the public service. These lapses give the
government opportunity to „fire‟ any employee at will without any legal remedy left for the
employees to seek redress in the court of law against premature retirement, wrongful termination
of appointment or dismissal.” Ojujoh (2005:29) further observes that employee under the 1979
Act is entitled to certain amount of money as monthly pension till he dies. This means monthly
amount properly calculated shall continuously be paid monthly or quarterly promptly and
regularly into his retirement savings account under the new Act till he dies. He also notes that
anything to the contrary is a breach of the employee‟s right under Section 12 of Pension Reform
Act 2004, and Section 44 and 210 of the 1999 Constitution of the Federal Republic of Nigeria.
Abdulkadir (2006:182) also observes that Pension Act No. 102 of 1979 governs public sector
pension schemes for government employees. For quite a long time public sector pensions have
been the ideal scheme providing a lot of contingency benefits in addition to gratuity and pension
for life. The pension rights of government employees are protected under the constitution and the
benefits accruing to beneficiaries were increased regularly to cope with the rate of inflation in the
country. The dwindling revenue of the Federal Government and the fact that the scheme is
unfunded and non-contributory, combined with recklessness on the part of government as well as
mismanagement and corruption had led to the collapse of the system, which consequently had
denied pensioners prompt and regular payment of pension benefits. Likewise, attempts to finance
some parastatals schemes, had led to attendant abuse, fraud and eventual disappearance of the
fund‟s assets.
Under the private sector pension scheme, Ojujoh (2005) also observes that the private
sector occupational pension scheme were hitherto set up voluntarily by employers and approved
by the Joint Tax Board for tax purposes as provided by the Personal Income Tax Management Act
1993 and Income Tax Management Act 1979. Similarly, the Nigeria Social Insurance Trust Fund
(NSITF) provides mandatory contributory social security scheme for private sector employers and
employees under the NSITF Act 1993. The NSITF provides quite a lot of welfare and social
security benefits such as retirement pension, death grant, survivor benefit, unemployment benefit,
funeral grant, and other benefits. There have been arguments as to the adequacy or otherwise of
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the benefits provided under the NSITF scheme, but perhaps, the main criticism is the distrust and
lack of confidence in the fund arising out of the glaring absence of transparency and
accountability. Section 12(1)(a)-(b) of the Act provides that:
as from the commencement of this Act, the right to retirement benefits
of any employee who is already under any pension scheme existing
before the commencement of this Act and has over three years to retire
shall, (a) in the case of employees of public service of the Federation
and Federal Capital Territory where the scheme is unfunded, be
recognized in the form of an amount acknowledged through the
issuance of bond to be known as Federal Government Retirement
Bonds, respectively, in favour of the employees and the bond issued
under this subsection shall be redeemed upon retirement of the
employee in accordance with section 29 of this Act and the amount so
redeemed shall be added to the retirement savings account of the
employee and applied in accordance with the provisions of section 4 of
this Act (cited above); and (b) in the case of the employees of the
public service of the Federation, Federal Capital Territory and in the
private sector, credit the retirement savings accounts of the employees
with any funds to which each employee is entitled and in the event of
an insufficiency of funds to meet this liability, the shortfall shall
immediately become a debt of the relevant employer and be treated
with same priority as salaries owed; where there is such a debt the
employer shall immediately issue a written acknowledgement of the
debt to the relevant employee and take steps to meet the shortfall
(National Assembly, FRN, 2004:36).
Ojujoh (2005:29) notes that even where the bond stated under section 29 of the Act is
redeemed and such entitlement as gratuity and pension are paid into the employee‟s retirement
savings account, he is not allowed to withdraw en-bloc or withdraw anything at all before he is
fifty years old, whether he retires voluntarily or he is compulsorily retired before he is fifty years
old. This implies that he cannot withdraw any sum from the account to maintain himself even if
he retires or is retired on medical ground. According to Ojujoh (2005), the only condition that he
may be allowed to withdraw any sum up to 25% of the amount in the savings account upon
request after six months of such retirement, is where an employee retires before he is fifty years
old in accordance with the terms and conditions of his employment. The bureaucratic processes
appear to have been obstructing pensioners from accessing their pension benefits without
difficulty as they suffer apparent denial of access or bureaucratic delay in accessing their pension
benefits. Instead of the scheme improving pension benefits of retirees, it creates serious and
difficult huddles which makes life unbearable for pensioners. According to him, the old scheme
ensures that a retiree is cued into monthly pension immediately the employee retires, while he
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awaits for his terminal entitlement called gratuity. He observes that the new scheme has no
provision for such immediate benefits, rather a retiree has to wait for at least six months before
accessing his money if he is up to fifty years of age as at the time of retirement.
On positive aspects of the Act 2004, Isiguzo (2005:30) argues that in the old contributory
system in the private sector, when an employee is dismissed, he may only be able to access his
own contributions while his employer withholds his own contribution into the employee‟s
account. With the new Pension Reform Act 2004, the funds deducted from the employee‟s salary
and the contributions from the employer are deposited into the retirement savings account of the
employee independent of the employer‟s control. In this circumstance, if the employee is
dismissed from service, the employer cannot withhold his portion of the contribution because the
funds is already deposited in the retirement savings account of the employee. The Pension Fund
Administrator recognizes only the employee as the owner of the account. This is one of the
advantages of the new scheme to the employees‟ pension benefits even though it is extremely
difficult to access the funds. Abdulkadir (2006:189) notes that another advantage the private
sector employee enjoys under the new dispensation is that under the new system, the employee‟s
contributions, employer‟s contributions and the employee‟s final benefits will be tax-exempted.
This is a boon to the private sector employees whose retirement benefits were not previously taxexempted. Isiguzo (2005:30) notes that there are some areas where there are problems and these
problems persist, and one of them is in the area of programmed withdrawals. These are problems
employers are trying to run away from in Europe. For example, in 1998, people who were able to
live up to 100 years in Japan were about 18,000 in number, by 2004 the number had increased to
25,000 people. This illustrates that people are living longer. Therefore, a programmed withdrawal
of the accumulation of pension benefits has to be based on life expectancy. The life expectancy in
Nigeria is 47 years for men and 53 years for women respectively. If withdrawal is programmed at
70 years, and people don‟t die by 70 years, there is going to be a destitute problem in the country
at the end of the day. He queries what would be the fate of those pensioners who survived the life
expectancy and how would they be catered for in the absence of pension benefits? It is the view
of Isiguzo (2005:30) that this is what employers are running away from. If this becomes the case,
the new Pension Reform Act 2004 guarantees pensioners short-term comfort in their retirement
lives after active service. Wikipedia Encyclopedia records that in the United Kingdom, benefits
are typically indexed for inflation (known as Retail Prices Index) as required by law for registered
pension plans. Inflation during an employee‟s retirement affects the purchasing power of the
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pension; the higher the inflation rate, the lower the purchasing power of a fixed annual pension.
This effect can be mitigated by providing annual increases to the pension at the rate of inflation
(usually capped, for instance at 5% in any given year). This method is advantageous for the
employee since

it

stabilizes the purchasing power of pensioners to some extent

(http://en.wikipedia.org/wiki/Pension).
(c) The New Contributory Pension Scheme and Enhancement of Pension Benefits
Some literature exist on disbursement of returns on investment of pension funds and assets
of employees. For instance, Makele (2008) observes that Section 73 and 74 of the Pension Reform
Act stipulate how pension funds are to be invested, but details on how contributors would benefit
from returns on investment are not provided in the Act. Section 73 of the Act provides that:
subject to guidelines issued by the National Pension Commission, from
time to time, pension funds and assets shall be invested in any of the
following – bonds, bills and other securities issued or guaranteed by the
Federal Government and the Central Bank of Nigeria; bonds,
debentures, redeemable preference shares and other debt instruments
issued by corporate entities and listed on a Stock Exchange registered
under Investments and Securities Act 1999; ordinary shares of public
limited companies listed on a Stock Exchange registered under the
Investments and Securities Acts of 1999 with good track records
having declared and paid dividends in the preceding five years; bank
deposits and bank securities; investment certificates of closed-end
investment fund or hybrid investment funds listed on a Stock Exchange
registered under the Investments and Securities Act 1999 with a good
track records of earning; units sold by open-end investment funds or
specialist open-end investment funds listed on the Stock Exchange
recognized by the Commission; bonds and other debt securities issued
by listed companies; Real Estate Investment; and such other
instruments as the Commission may, from time to time, prescribe
(National Assembly, FRN, 2004:54).
Section 74 of the Act stipulates that:
a pension fund administrator may invest the pension fund assets in
units of any investment funds provided that such investment fund may
only be invested in the categories of investments set out in subsection
(1) of this section and in real estate; subject to the subsisting Central
Bank of Nigeria foreign exchange rules, the Commission may
recommend to the President for approval the investment of pension
fund assets outside the territory of the Federal Republic of Nigeria
(National Assembly, FRN, 2004:55).
Makele (2008) queries how and why should employees be compelled to make
contributions to be invested without provisions for detailed returns on investment and interest rate
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accruable to contributors‟ investment. Rather, Section 47(f) provides that “the Pension Fund
Custodian shall undertake statistical analysis on the investments and returns on investments with
respect to pension funds in its custody and provide data and information to the pension fund
administrator and the Commission”. He observes that the Act does not make any provisions with
regard to the responsibility of the Pension Fund Custodians to render account on investments to
the employee-contributors through their respective Pension Fund Administrators in-charge of their
individual retirement savings account. Henshaw (2006:3) argues that the success of this mandatory
privately managed pension scheme shall be largely determined by the return on investment
achieved on accumulated savings as well as the ease with which these funds can be accessed
throughout the retirement life of each of the scheme members.
Komolafe and Ahiuma-Young (2010:1) observe that the military hierarchy had made a case
for the withdrawal of military men from the barely six years old contributory pension scheme as
established by the 2004 Pension Act. The amendment being sought by the Bill forwarded to the
National Assembly for consideration was to insert immediately after the figure 291 in Section 8(2)
of the Pension Reform Act 2004, the phrase “and members of the Armed Forces of the
Federation” in Sections 217 and 318(h). The effect of the amendment was to include the Military
in the list of category of persons exempted by the Act from the Contributory Pension Scheme,
such as Judicial Officers. As stated in the memorandum to the Bill, the exemption of the military
sought to eliminate the problems associated with the contributory pension scheme as it concerned
military personnel.

The problems were identified as delay in the payment of entitlements,

disparity in the lump sum paid to the personnel of the same rank, low monthly pension being paid
to retired personnel, glaring differences between the old and new system of pension
administration. The military segment of the federal workforce preferred the old defined pension
scheme to the new contributory pension scheme because of obvious disadvantages of the later.
Abdulkadir (2006:183) gives credence to this argument when he states that “under the Armed
Forces Pension Scheme Act No. 103 of 1979 the benefits available under the provisions of the
Act are similar in scope to those of the public service. However, there is no minimum age of
retirement. Therefore, pension becomes immediately payable when the officer retires irrespective
of the age of the retiree. The pension scale starts with 40% and terminates with 80% of final
emoluments. This is no longer the case with the provisions of the new Act 2004.” The military
has registered their discontentment with the new Act. To buttress the lapses of the Pension Reform
Act 2004, Isiguzo (2005:29) notes that:
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before the introduction of the new Pension Reform Act 2004, private
sector employees had one form of pension scheme or the other which
seemed to have been working very well, because when an employee
retires, both his contributions and those of the employer are calculated
and given to the beneficiary together with the interests accrued to the
principal sum through funds investment.” He argues that “the new
contributory pension scheme is an inferior condition of service to what
the sector had prior to its implementation. That was why the private
sector employees went to court to challenge the provisions of the
Pension Reform Act 2004 because the lawmakers have no right to
legislate on the private sector employees‟ salary since it is not funded
from the consolidated revenue; and no employee goes to negotiate
something inferior to what he had.
He argues further that it is better to keep what one has if he cannot improve on it, than to
negotiate for inferior package. According to Isiguzo (2005:29), this action was being taken to
avoid the government messing up pension benefits of private sector employees.

By this

submission, the researcher appeared to have drawn a line to investigate the allegation that the new
pension scheme is not favourable to the public/private sector employees since it has failed to
guarantee pensioners in that sector improved pension benefits.
Aborisade (2008) observes that the Pension Reform Act 2004 contains critical provisions
on the contributory nature of the new scheme that are inimical to the interest of
employees/pensioners. These provisions he outlines to include discriminatory rates of
contributions, adequacy/inadequacy of the rates of contribution, abolition of gratuity payment and
payment of pension for life, ambiguity about retirement age, confusion about qualification for
withdrawal from retirement savings account, legalized delay in payment of retirement benefits, the
hidden nature of the real purpose of retirement savings account, minimum pension guarantee,
encouragement of non-remittance of deductions from employees‟ salaries, undisclosed formula for
the share of returns on investment of contributory pension funds and assets, faulty institutional
management structures of the Pension Fund, gloomy transitional management structures, and
denial of access to court by aggrieved contributors are the grey areas of the Act workers are
contesting for clarity. These factors, he stresses, would be more disadvantageous for the poor
pensioners in a developing country like Nigeria as chances for improved retirement benefits are
elusive to pensioners. He points out that the Act dwindles pension rates through the programmed
monthly or quarterly pension withdrawals calculated on the basis of expected life span (the criteria
for determining the expected life span of the individual were not disclosed) and the 25% bulk
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payment after six months of retirement is less than the 300% employee‟s annual emolument as
gratuity which was obtainable prior to the Act 2004.
Aborisade (2008:11) argues that “Section 2(b) of the Pension Reform Act 2004 states that
one of the objectives of the pension scheme established under the Act is to assist individuals by
ensuring that they save in order to cater for their livelihood during old age”. He points out,
however, that the provisions of Section 4 of the Act suggests that the real goal of the pension
scheme under the Act is to provide a pool of funds for investors rather than the concern for
livelihood and survival of employees in old age. He argues further that the provisions of the Act
failed to answer the critical questions like “what happens when the actual life span of a retiree is
shorter than the calculated expected life span, who inherits the surplus balance of the employee‟s
benefits?”, and “what happens if the actual life span of the retiree is longer than the estimated
expected life span, who augments the shortfall to maintain the retiree for the rest of his/her life?”
On the investment potential of the scheme, Chizea (2006:16) opines that the new pension
scheme, because of its capacity, is a veritable source for long tenured funds aptly suited to real
sector investments. For instance, he stresses, in the first twelve months of operating the
contributory pension scheme, the public sector is reported to have mobilized N35,000,000,000
(thirty-five billion naira). This brings to focus the quantum of funds that would be mobilized
under the scheme when it becomes fully operational. He also observes that under the scheme,
every employer is expected to maintain a life insurance policy in favour of each employee for a
minimum of three times the annual emolument of the employee, thereby directly contributing to
the pool of tenured funds. There is no indication on how the contributors will benefit from
investment of their funds. The Act is vague on how beneficiaries will reap their accrued dividend
from investment of their funds. Isiguzo (2005:30) observes that:
the Act clearly states that when the Pension Funds Custodian receives
money from the employer, in seven days, it should notify the Pension
Fund Administrator and the Pension Fund Administrator is to open a
retirement savings account with the personal identification number
(PIN) for each individual potential pensioner who in turn would be
given a quarterly statement of account on how his investment has been
made and the returns on his investment.
He notes that the public is actually being brought to ridicule with the provisions of the Act as no
contributor has been credited with any returns accrued to his investment. Though he agrees that
the project is laudable quite all right, but there are a lot of flaws.
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On this strength, Chizea (2006) argues that the new pension system requires sophisticated
oversight and regulation to mitigate the tendency to fraudulent practices which would undermine
sustainability.

It is expected that the cost of collecting contributions, managing participant

records, investing accumulating balance and distributing accrued benefits to beneficiaries could be
high. He notes, therefore, that it is imperative that this cost must be monitored to avoid an
erosion of the returns due to shareholders and other contributors. In this situation, he stresses, an
efficient pay out system must be evolved so that retirees could be promptly and regularly paid no
matter where they reside in the country. He further argues that the charges and rates of return of
the Pension Fund Administrators be widely publicized and that workers who wish to transfer their
accounts from one pension fund administrator to another must not be impeded, so as to avoid
creating a market in this regard. In addition to investment opportunities in Nigeria which include
Central Bank Securities, time deposits, mortgage notes, bonds issued by financial institutions,
shares in stock, and mutual funds, it is his view that fund administrators should make investments
in foreign securities to attract huge interests for the contributors. The formula and ratio of interest
accruing to contributors should be made abundantly clear to the public to ensure accountability
and transparency. As the situation is currently, no employee is sure of what he or she is expecting
from the Pension Fund Administrator as additional income accrued to him through his fund
investments.
In the light of the uncertainties highlighted above, the fear that the agent might derail in his
task of management to pursue services that will serve his personal interest at the detriment of the
principal‟s interest is apt. This trend of goal conflict jeopardizes the principles of equilibrium
interest in business where the interest of the principal and that of the agent would be perfectly
protected while the business continuous to flourish with even more vigour. It has been argued by
scholars of this school of thought that the main reason for the contributory pension scheme is
purely to raise a pool of funds for government and its agencies to embark on massive investment
ventures in national and international commerce arena. Ibe (2005:84) succinctly puts his argument
that “a major advantage of contributory pension scheme with the mandated investments in private
assets is its potential contribution to the development of capital markets. A contributory pension
scheme is also recommended for its potential in raising national savings, which increases
investments and national income.” Abdulkadir (2006:189) similarly observes that:
government, corporate organizations and even small and medium scale
enterprises will in the long run be able to access funds at a cheaper rate
from the accumulated pension funds to finance their operations. This
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will in turn expand their production capacities and provide more job
opportunities for Nigerians with its attendant positive multiplier effect
on all sectors of the Nigerian economy. The new pension reform and
the promotion of funded schemes would definitely cause a large shift in
favour of long-term financial savings. The availability of substantial
amounts of this long-term financial resource has considerable potential
benefits for the development and modernization of capital markets,
stimulating financial innovations and improving information
disclosure.
It implies that the scheme was not primarily designed to improve the wellbeing of pensioners or to
ensure that pension funds is always available and sufficiently adequate for disbursement to
beneficiaries as and when due, rather to boost the economy through employees‟ contributions to
the common financial pool.
(d) Accountability and Transparency of the Pension Fund Administrators and Pension
Fund Custodians in the New Contributory Pension Scheme
The issue of accountability and transparency of the Pension Funds Administrators has also
been discussed by some scholars. Obasanjo (2005:2) notes that:
the pension reform which is one of the key elements in the Public
Service Reforms was given effect with the passage of the 2004 Pension
Act by the National Assembly. The new contributory pension scheme
is to ensure that persons who have worked in the public and private
sectors receive their retirement benefits as and when due. It will ensure
that delays and anxiety are eliminated. So will abuses and corruption
normally associated with pension payments become eliminated.
He further notes that the general expectation is that transparent and efficient pension
fund management with active stakeholder and private sector participation will soon
engineer a revolution in the availability of funds for longer-term utilization.
According to Gallagher, Newton and Clark (2006), risk is inherent to the operation of a
pension plan.

Pension-related risks can fall into a variety of categories, from financial to

fiduciary, from legal to reputational. Managing these risks by implementing and maintaining
sound pension scheme governance practices should be a key priority for scheme sponsors. Instead
of approaching pension scheme governance as merely a narrow issue of regulatory compliance or
a stand-alone employee relations issue, pension scheme governance is most appropriately viewed
as a vital component of human resources governance which, in turn, is a key pillar of overall
corporate governance. They argue further that the corporate administration of pension funds has
come under heightened scrutiny. Pension beneficiaries are demanding greater accountability and
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transparency in relation to pension fund administration. Gallagher et al (2006) advocate for the
establishment of good pension plan governance rules to act as a shield that protects against
allegations of breach of duty. Armstrong (2005:3) espoused this argument when he asserts that
“the values of integrity, transparency and accountability in pension administration have enjoyed a
resurgence in the recent past. Sound pension funds administration involves public trust, and
employees expect pension funds administrators to serve the public interest with fairness and to
manage public resources properly. Fair and reliable public services and predictable decisionmaking inspire public trust and create a level playing field for businesses, thus contributing to
well-functioning markets and economic growth.” To ensure accountability and transparency on
the part of the Pension Fund Administrators, the Pension Reform Act 2004, Section 44 stipulates
that “as from the commencement of this Act, pension funds shall only be managed by pension
fund administrators licensed by the National Pension Commission under this Act.”

The

implication is that the pension fund administrators are accountable to a regulatory body, in this
case, the National Pension Commission (PenCom). Section 45(a)-(h) provides that any pension
fund administrator licensed under this Act shall carry out the following functions:
open retirement savings account for all employees with a Personal
Identity Number (PIN) attached; invest and manage pension funds and
assets in accordance with the provision of this Act; maintain books of
account on all transactions relating to pension funds managed by it;
provide regular information on investment strategy, market returns and
other performance indicators to the Commission and employees or
beneficiaries of the retirement savings accounts; provide customer
service support to employees, including access to employees account
balances and statements on demand; cause to be paid retirement
benefits to employees in accordance with the provisions of this Act; be
responsible for all calculations in relation to retirement benefits; and
carry out other functions as may be directed from time to time by the
Commission (National Assembly, FRN, 2004:46).
The Director General of the National Pension Commission emphasized that the pension funds is
protected with stringent measures because under the new system, pension funds are not left with
the employers but are credited ab initio directly to the individual Retirement Savings Accounts of
the beneficiaries and neither the employer, the Commission nor even the Pension Fund
Administrators has access to the money (http://allafrica.com/stories/201104060557.html).
Zenith Pensions Custodian (ZPC-online) argues that one way to manage fraud in an
organization is the implementation of a whistleblower policy. The whistleblower reporting system
is designed to make it as simple as possible for employees to make a disclosure while maintaining
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the highest level of confidentiality. It is expected that an effective reporting framework will
encourage employees to report suspected or known acts of fraud and improper conducts by
making it easier, more confidential and less adversarial. The whistle blowing guidelines issued by
Pensions Commission protects employees against detrimental treatment or dismissal as a result of
any disclosure by them to the Commission of information normally considered as confidential in
the interest of all stakeholders of the pension scheme.
According to ZPC-online, the policy is a framework of processes and procedures for
reporting, assessing and investigating improper conducts. In simple terms, it describes how
employees can report fraud or improper conduct and how this report will be dealt with. It
essentially allows for the effective and efficient disclosure (reporting) of fraud and improper
conducts. Zenith Pensions Custodian Policy on whistle blowing recognizes the values of
transparency and accountability in its administrative and management practices and hence
supports installation of structure or channels that encourages disclosures of improper conducts,
fraudulent activities or mismanagement of pension fund assets. It adds that all allegations of
suspected improper activity will be dealt with at a level of severity consistent with ZPC‟s desire to
eliminate fraud and improper conduct from the business. It is the policy of ZPC to take all steps
possible to protect the identity of the employee making the disclosure.

It understands that

maintaining the confidentiality of the whistle blower is necessary to avoid reprisals or detrimental
action towards the whistleblower (http://www.zenithcustodian.com/downloads/zpcpolicy.pdf).
On the issue of who can use the whistle blowing procedures, Zenith Pension Custodian
argues that in line with Section 68 of the Pension Reform Act 2004, the Compliance Officer has
the statutory responsibility to report any breach of the Pension Reform Act 2004, codes,
guidelines, rules and regulations issued by the Commission, in the course of the company‟s
business, to the Commission. Section 68(a) of the Pension Reform Act 2004 provides that:
every pension fund administrator shall employ a compliance officer
who shall be responsible for ensuring compliance with the provisions
of this Act, any rules and regulations made thereunder and the internal
rules and regulations made by the pension fund administrator (National
Assembly, FRN, 2004:53).
The ZPC has provision for the directors, management, employees, and any other person(s) that
have dealings with ZPC shall also have the responsibility to report breaches to the Commission.
The Zenith Pension Custodian‟s regulatory approach was borne out of the provisions of the
Pension Reform Act 2004. Section 46(a)-(e) provides that “as from the commencement of this
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Act, pension funds and assets shall only be held by Pension Funds Custodian licensed by the
Commission under this Act”. It further stipulates that:
only where the Pension Funds Custodian is a limited liability company
incorporated under the Companies and Allied Matters Act whose object
is to manage pension funds; has a minimum paid up share capital of
N150,000,000 or such sum as may be prescribed by the Commission;
satisfies the Commission that it has the professional capacity to manage
pension funds and administer retirement benefits; has never been a
manager or administrator of any fund which was mismanaged or has
been in distress due to any default, either fully or partially, of the
pension fund administrator or any of its subscribers, directors or
officers; and undertakes to the satisfaction of the Commission that it
shall not be engaged in any business other than the management of
pension funds (National Assembly, FRN, 2004:46).
Section 52(1)(a)-(f) provides that:
no application for license to act as a custodian shall be approved by the
Commission unless such applicant is a licensed financial institution
registered under the Companies and Allied Matters Act; has a
minimum net worth of N5,000,000,000 unimpaired by losses or its
wholly owned by a company with a minimum net worth of
N5,000,000,000 unimpaired by losses or any such sum as may be
prescribed from time to time by the Commission; has a total balance
sheet of at least N125,000,000,000 or is wholly owned by a licensed
financial institution with a total balance sheet of at least
N125,000,000,000; custodian company shall issue a guarantee to the
full sum and value of pension funds and assets held by it or to be held
by it, however, where the applicant custodian company is a subsidiary
of a qualified parent company, such guarantee shall be issued by that
parent body; undertakes to hold the pension fund assets to the exclusive
order of the pension fund administrator on trust for the respective
employees as may be instructed by the pension fund administrator
appointed by each employee; has never been a custodian of any fund
which was mismanaged or has been in distress due to any default,
either fully or partially, of the custodian; and satisfies such additional
requirements as may be prescribed, from time to time, by the
Commission (National Assembly, FRN, 2004:48).
All these measures were adopted to ensure that prospective pension fund custodians possess sound
financial background before getting involved in the pension business and that they do not arrogate
responsibilities to themselves other than the subsisting guidelines, rules and regulations prescribed
by the Commission. Section 56(1)-(3)(a)-(c) of the Pension Reform Act 2004 stipulates that:
any pension fund administrator or custodian licensed under this Act
shall cause to be kept proper books of accounts and records showing
income, expenditure, assets, the investment and the returns on
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investment made with the contributions being managed or held by it;
the pension fund administrator or custodians shall, not later than four
months from the end of the year cause its accounts to be audited by
qualified external auditors; every pension fund administrator or
custodian shall submit its audited financial accounts to the Commission
for approval not later than 120 days from the end of its financial year,
cause to be published the audited account approved under paragraph (a)
of this subsection in at least two daily newspapers printed and
circulating in Nigeria within one month of the approval by the
Commission, and exhibit approved audited accounts in a conspicuous
position in each of its offices and branches within 30 days of the
approval throughout the financial year (National Assembly, FRN,
2004:50).
Under Section 59(a)-(e) of the Act, general obligation of the pension fund administrator
and custodian, the Act provides that the Pension Fund Administrator and the Custodian shall
ensure that the pension fund is at all times managed or held in accordance with the provisions of
this Act, any regulation or guidelines made hereunder and any direction given by the Commission;
take reasonable care to ensure that the management or safe keeping of the pension funds is carried
out in the best interests of the employees; report to the Commission as soon as reasonably
practicable, any unusual occurrence with respect to the pension funds which in his view could
adversely affect the rights of the owner of a retirement savings account under the scheme; report to
the Commission, as soon as reasonably practicable, if the employer is in default of remittance of
any contribution and such remittance remains due for a period of more than 14 days; and upon the
request of an employee, transfer the retirement savings account promptly to any pension fund
administrator. Section 60(1)-(2) of the Act also stipulates that “the custodian shall maintain all
pension funds and assets in its custody to the exclusive order of the relevant pension fund
administrator; and the custodian shall not utilize any pension fund or assets in its custody to meet
its own financial obligation to any person whatsoever”. Similarly, Sections 61, 62(1)-(2) and 63
of the Act, under returns on frauds and forgeries, notification of dismissed staff and prohibited
employment, provide that:
every pension fund administrator or custodian shall render to the
Commission monthly reports of any fraud, forgery or theft occurring in
its organization. Every pension fund administrator or custodian shall
notify the Commission of any staff that is dismissed or terminated on
the ground of fraud; the Commission shall maintain a list of persons
that have been so dismissed, terminated or advised to retire on the
ground of fraud under subsection (1) of this section and shall circulate
such list to pension fund administrators and custodians. No pension
fund administrator or custodian shall employ any person whose name is
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on the list maintained by the Commission under Section 62(2) of this
Act unless with the prior approval of the Commission (National
Assembly, FRN, 2004:52).
Alabadan (2011) notes that the paramount consideration in the employment of the Pension
Fund Administrator and Custodian shall be the necessity of securing the highest standards of
efficiency, competence and integrity.

The Pension Reform Act 2004 identifies integrity,

transparency and accountability among core values or founding principles for pension fund
administration hence the need for probity, impartiality, fairness, honesty and truthfulness. This
gives credence to the statement of the PenCom Director General, Muhammad Ahmad to the effect
that there are institutional framework established to ensure the safety of pension assets under the
new pension dispensation in the country. Emeka Onuora, Head, Communications Unit, PenCom,
who represented the Director General at the press briefing, clarified issues concerning the current
revelations on pension fraud, including the N12billion scandal in pension industry. He argues that
the recent frauds uncovered in the nation‟s pension industry were perpetrated by some staff of
the Civil Service Pension Department in the Office of the Head of Service of the Federation, and
that PenCom was not in any way involved in the scam. Onuora laments that such fraud allegation
points to the problems bedeviling the old pension scheme which was fraught with irregularities
and fraud resulting in non-payment of benefits to pensioners who had served the nation
meritoriously. He drew a distinction between the defunct pay-as-you-go scheme which covers
pensioners existing before the Pension Reform Act 2004 and those workers exempted from the
defined contributory pension scheme, and the new contributory pension scheme, and assured the
public of enough safeguards for contributors‟ fund under the National Pension Commission‟s
regulatory supervision. He stressed that the alleged fraud in the Civil Service Pension Department
is not likely to occur under the new pension regime as the new system is predicated upon
structures that have adequate in-built control mechanism to prevent such occurrences (Alabadan,
2011).
Gap in Literature
Scholars like Balogun (2006), Blake (2003), Carmichael and Palmer (2004), David (2003)
and others have argued exhaustively on constraints and perennial problems associated with
pension administration and backlog of pension liabilities. These scholars argued with much
emphasis on the failure of the new Act to make provisions for 60 years of age or 35 years of
services for the public sector retirement and 65 years of age for the retirement of the academic
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staff of universities and peculiar retirement benefits of professors who served continuously up to
fifteen years in the university system, non-payment of gratuities and pension for life in the public
sector; denial of pensioners immediate access to pension benefits on retirement, thereby delaying
payment of pension till six months after retirement; and no accessibility of bulk withdrawal of
pension benefits by retirees until each pensioner attains fifty years of age irrespective of his
conditions after service. Scanty attention has been paid on the issue of prompt and regular
payment of pension benefits to pensioners. Adequate attention has not been paid on whether
pensioners in federal universities in South-Eastern Nigeria receive their pension benefits promptly
and regularly. This has created gap in literature which the researcher has filled. Similarly, there is
an intellectual debate on the relevance and sustainability of the scheme; and absence of a data
base on federal employees, especially those to be covered under the transitional provisions in the
new pension administration, without adequate attention being paid to the issue of security of the
pension funds. Little attention has been paid on the issue of accountability and transparency on
the part of the pension fund administrators and custodians. The issues of security of the pension
funds and the openness of its management by the agents have created gap in literature. The study
also revealed that the new Pension Reform Act 2004 failed to disclose how contributors would
know the investment returns that have accrued to them as additional pension benefits through their
investments; workers‟ contributions to the pension scheme are defined but there is no defined
formula for sharing benefits accruing to the investors; while their investments are not under their
control, they do not know what percentage of the accrued investment returns expected from the
investment ventures. Furthermore, there is no evidence to show that any pensioner has received
any returns on his/her investments. The literature reviewed has not adequately addressed the
problem. The issues highlighted have not been sufficiently treated by the existing literature. This
has also created gap in literature, which the researcher has successfully filled. This study therefore
filled the gaps in literature.

1.6 Theoretical Framework
The theoretical framework adopted for this study is agency theory. Agency theory in a
formal sense originated in the early 1970s, but the concepts behind it have a long and varied
history. Among the influences are property-rights theories, organization economics, contract law,
and political philosophy, including the works of Locke and Hobbes. Some noteworthy scholars
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involved in agency theory‟s formative period in the 1970s included Armen Alchian, Harold
Demsetz, Michael C. Jensen, William Meckling, and S.A. Ross. The concept of agency theory
originated from the works of Adolf Augustus Berle and Gardiner Coit Means, Stephen Ross and
Barry Mitnick some of who were discussing the issues of the agent and principal as early as 1932.
Ross was responsible for the origin of the economic theory of agency and Mitnick originated the
institutional theory of agency, though the basic concepts underlying these approaches are similar
as they are conceived as complementary in their uses of similar concepts under different
assumptions.
Berle and Means explored the concepts of agency and their applications toward the
development of large corporations. They saw how the interests of the directors and managers of a
given firm differ from those of the owner of the firm, and used the concepts of agency and
principal to explain the origins of those conflicts. Michael C. Jensen and William Meckling
shaped the work of Berle and Means in the context of the risk-sharing research, popular in the
1960s and 1970s to develop agency theory as a formal concept. Jensen and Meckling formed a
school of thought arguing that corporations are structured to minimize the costs of getting agents
to follow the direction and interests of the principals. Indeed, Ross introduced the study of agency
in terms of problems of compensation contracting. In essence, agency was seen as an incentives
problem. Mitnick introduced the now common insight that institutions form around agency, and
evolved to deal with agency, in response to the essential imperfection of agency relationships.
The theory stresses that behaviour never occurs as it is preferred by the principal because it does
not pay to make it perfect. However, society creates institutions that attend to these imperfections,
managing or buffering them, adapting to them, or becoming chronically distorted by them. These
institutions are legally created to instruct and manage agents, and to deal with the inevitable
imperfections of control (http://www.wisegeek.com/what-is-an-agency-theory.htm).
Simon‟s (1945) work straddled both economics and public administration; and in political
science, Clark and Wilson (1961) developed an incentives model of organizations. The key
concepts of agency theory were developed by scholars in economics and political science and
incorporated into the agency approach. Besides, agent-principal was employed in a number of
works across the social sciences, well before an explicit theory of agency was proposed. In
political science, Pitkin (1967) and Tussman (1960) used agent-principal language in works on
political philosophy; and Swanson (1971) described collective society using such terms in
sociology. In the early 1970s, agency theory was not known in political science and sociology
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before Mitnick. Susan Shapiro introduced agency concepts to sociology in 1987. Agency theory
was first introduced to political science by Moe in 1984. Eisenhardt introduced the theory to
management in 1989.

In all cases, these scholars acknowledged Mitnick‟s works. Mitnick

introduced the study of delegation as the creation of agents in government. His book on Corporate
Political Agency in 1993 included the applications of agency theory and basic theory about agency
relationships developed in the context of corporate political activity.
Agency theory explains the relationship between principals, such as shareholders and
agents. In this relationship, the principal delegates or hires an agent to perform work. The theory
attempts to deal with two specific problems; firstly, that the goals of the principal and agent are
not in conflict (agency problem), and secondly, that the principal and agent reconcile different
tolerances for risk. Agency theory suggests that the firm can be viewed as a nexus of contracts
(loosely defined) between resource holders. An agency relationship arises whenever one or more
individuals called principals, (in this sense the contributory employees) hire one or more other
individuals called agents, (here also the pension fund administrators and the pension fund
custodians) to perform some service and then delegate decision-making authority to the agents to
keep custody of the fund and assets and to invest as he considers fit on behalf of the principal.
The primary agency relationships in business are those between stockholders and managers; and
between debt holders and stockholders.

These relationships are not necessarily harmonious;

indeed, agency theory is concerned with so-called agency conflicts, or conflicts of interest
between agents and principals whereby the agents, taking advantage of their expertise, skill and
knowledge of the act, pursue personal interest rather than that which will serve and protect the
interest of the principals, with the belief that the principal will not understand the agents
behaviour.

The theory argues that this has implications for, among other things, corporate

governance and business ethics. When agency occurs it also tends to give rise to agency costs,
which are expenses incurred in order to sustain an effective agency relationship (e.g. offering
management performance bonuses to encourage managers to act in the shareholders‟ interests).
Accordingly, agency theory has emerged as a dominant model in the financial economics
literature, and is widely discussed in business ethics texts. Research on agency theory has had
several findings to support this argument. The most notable result holds that an agent is more
likely to adopt the goals of the principal, and thus behave in the interest of the principal, when the
contract is outcome-based. Also, when the agent is aware of a mechanism in place that allows the
principal to verify the behaviour of the agent, he is more likely to comply with the goals of the
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(http://www.enotes.com/biz-encyclopedia/agency-theory).
The agency theory framework analysis was applied to the study and it explained explicitly
the relationship between the principal and the agent in a contractual venture. The application of the
operational guidelines and the regulatory policy instruments issued (from time to time) by the
National Pension Commission to the licensed pension fund administrators and pension fund
custodians translated to prompt and regular payment of pension benefits to retirees. The
application of the theory indicated that the activities of the agent serve the interest of the
proletariat-principal in terms of meagre investment returns, accountability and transparency where
the principal does not know the exact amount earned as investment returns at any given period;
and the level of protection of the principal‟s interest in investments and payment of accrued
investment returns with undisclosed formula to legitimate recipients as the hallmark of pension
fund administration in Nigeria. The application of the theory in the analysis revealed also that
there is adequate fit-and-proper-person protections to prevent the agency from being deliberately
manipulated by the government or the board of the agency to the principal‟s detriment. This
impetus gave an insight of agent‟s capability to secure the consolidated funds bond through
maintenance of “retirement savings account” to sustain higher borrowing capacity of investors for
enhanced investment returns. Therefore, it was imperative to study and evaluate the administration
of the new pension scheme using the theory of principal-agent tools as the appropriate theoretical
framework.
1.7 Hypotheses
The following hypotheses guided this study:
1. The new contributory pension scheme payment mode has ensured prompt and regular
payment of pensioners in Federal Universities in South-Eastern Nigeria.
2. The investment of the contributory pension funds has generated additional pension
benefits to pensioners in Federal Universities in South-Eastern Nigeria.
3. The new contributory pension scheme ensures transparency and accountability on the part
of pension fund administrators and pension fund custodians.
1.8 Methods of Research
Method of Data Collection
The data for this research were primarily obtained from the use of observation of primary
and secondary data sources, that is, questionnaire and interviews were used for primary source;
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while qualitative method was used for documentary evidence, such as government documents,
textbooks, journals, magazines, internet sources, newspapers, and other written records relevant to
the study. Structured questionnaire (also known as fixed response questionnaire) was used to
elicit information from the respondents.

Fixed response questionnaire was used because it

facilitates data analysis and the estimation of validity and reliability indices for the instrument.
Survey methods through questionnaires and interviews; and documentary studies constituted the
major data gathering techniques in this study.
Research Design
The research design for this work is descriptive survey design, which involved the use of
primary and secondary data sources. Best (1970) quoted in Obasi (1999:61) defines descriptive
survey design as a research that is concerned with conditions or relationships that exist; practices
that prevail; beliefs, point of view or attitudes that are held; processes that are going on; effects
that are being felt; or trends that are developing. They look at individuals, groups, institutions,
methods and materials in order to describe, compare, contrast, classify, analyze and interpret the
entities and events. Descriptive survey design studies are mainly concerned with describing events
as they are taking place, after generating the relevant data, without any manipulation of what
caused the event or what is being observed. In descriptive survey design, researchers are mainly
concerned with investigating, documenting and describing events as they are taking place. Ali
(2006:255) defines research design as the proposed or adopted systematic and scientific plan,
blueprint, road map of an investigation detailing the structure and strategy that will guide the
activities of the investigation, conceived and executed in such a way as to obtain relevant and
appropriate data for answering pertinent research questions and testing hypothesis.

Nworgu

(1991:72) defines survey research as one in which a group of people or items is studied by
collecting and analyzing data from only a few people or items considered to be representative of
the entire group. Survey design clearly specifies how the relevant data would be collected and
analyzed.
The study adopted sample survey that enabled the researcher to study a sample of the
population while the findings from the study are generalized to the entire population. The concept
“descriptive survey design” derives from the fact that in this type of study, groups differentiated in
terms of some independent variables are compared on a given dependent variable. Differences in
the dependent variables across the groups are attributed to the independent variables. This type of
design is particularly common in investigating the cause and effect of ongoing events,
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programmes, and policies. According to Burnham et al (2004:49), in descriptive survey research,
the data are collected over a short period of time and then analyzed for patterns of association
between the variables. The variables are not controlled or manipulated by the researcher. This
means that it can be very difficult to prove the direction of causality. Nworgu (1991:73) espoused
this argument as

he asserts that as surveys deal mainly with opinions, individuals could

deliberately fake their responses.

Fake response reduces the authenticity of the data and

subsequently limits the degree of confidence the researcher can place on the findings of the
investigation. This requires the researcher to carry out an in-depth study of the phenomenon, and
identify the independent and dependent variables. This will guide the researcher to identify
reliable relationship between the variables, where independent variables are represented by X,
while dependent variables are represented by Y. Ali (2006:304) observes that for one to reach
conclusion that one variable (X) causes another variable (Y), the statistical relationship between X
and Y has been established through alternative hypothesis testing that was upheld. The researcher
investigated the relationship between X and Y descriptively cum-empirically. Any relationships
between X and Y observed and reported are existing in the subjects. A descriptive survey study
which determines the relationship existing between X and Y is referred to as descriptive survey
design.
In the above expression, X stands for those actions and inactions of the Government of
Nigeria in the enactment of Pension Reform Act 2004, the abolition of relevant sections of the
1979 Pension Reform Act that were considered advantageous to employees, and the benefits of
pensioners in the new dispensation that border on prompt and regular payment of pension benefits,
additional pension benefits accruing from pension fund

investment, and the security of the

consolidated funds based on accountability and transparency. The Y axis stands for the grievances
of employees in contending with the new Pension Reform Act. With regard to the research design
and its application in the elucidation of the subject matter; the research survey approach interplays
with the exploratory and explanatory perspectives to elicit data for the study. According to Eboh
(1998:30), one way a researcher tries, as much as possible, to eliminate threats to validity is the
selection of appropriate research design. In descriptive survey studies, threats to validity include
confounding factors – rivals or alternative explanations; unexpected historical factors; bias in
assigning subjects to various groups and unreliability of the survey instruments.
There are strategies to deal with threats to validity. In guarding against the threats posed to
the validity of the study, the principles of authenticity, objectivity and credibility of the sources
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were emphasized in selecting data for this study using observation of primary and secondary data
sources. Sample survey focuses on certain phenomena by using questionnaire, attitude scales or
interview method to gather information from a part (sample) of a population of that phenomena.
In consideration of these factors, survey research design is selected as the appropriate research tool
to generate data for this study because of its suitability in eliciting data from the sample subjects
(respondents).
Logical Data Framework
The logical data framework is a blue print that contains the hypotheses, which indicates the
independent variables and dependent variables, the main indicators which helped to elucidate
these variables, illustrate the sources of data for the study and method of data collection. All these
factors enabled the researcher to adopt appropriate method of data analysis in analyzing and
testing the hypotheses so as to answer the relevant research questions. Logical data framework, as
illustrated below, is a plan which guided to facilitated analysis of the study.
TABLE 1.1
LOGICAL DATA FRAMEWORK (LDF)
S/N0 Hypotheses

1.

The new
Contributory
pension
scheme
payment
mode has
ensured
prompt and
regular
payment of
pensioners in
Federal
Universities
in SouthEastern
Nigeria

Variables

(X) The new
Contributory
Pension
Scheme

(Y) Prompt

Main Indicators

Sources of
Data

Method of
Data
Collection

Method of
Data
Analysis
*15% Employee *Opinion of *Questionnaire *Frequency
*Interviews;
and Employer
Pensioners
tables;
*Documentary
contribution;
and
*T-Test;
Method
*Percentages;
*Retirement
contributory
*Qualitative
Savings
workers;
descriptive
Account;
*PenCom
analyses.
*Increase
Staff;
coverage of
*Observation
pension scheme; of
documentary
*Security of
evidence;
Pensioners;
*Internet
*Insurance
Sources
coverage of
employees;
*Investment of
consolidated
contributory
pension funds.
*25%
bulk *Opinion of *Questionnaire; *Frequency
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and regular
payment of
pensioners

payment within
6 months of
retirement;
*Monthly
payment
of
pension
*Quarterly
payment
of
pension

*Interviews;
Pensioners
*Documentary
and
contributory Method
workers;
*PenCom
Annual
Report;

tables;
*T-Test;
*Percentages;
*Qualitative

descriptive
analyses.

*Observation

of
documentary

2.

The
Investment
of the
Contributory
Pension
Funds has
generated
additional
pension
benefits to
pensioners in
federal
universities
in southeastern
Nigeria

(X)
Investment
of the
Contributory
Pension
Funds

*Investments
*Real
Estate
Investment;
*Bank deposits
and
bank
securities;
*Bonds,
bills
and
other
securities issued
or guaranteed
by the FG and
the CBN;
*Bonds,
debentures,
redeemable
preference
shares,
Investment and
Securities Act
1999;
*Ordinary
shares of public
limited
companies listed
on a Stock
Exchange
registered under
the Investments
and Securities

evidence;
*Internet
Sources
*Opinion of *Questionnaire;
*Interviews;
Pensioners
*Documentary
and
contributory Method
workers,
*PenCom
Annual
Report;
*Observation
of

*Frequency
tables;
*T-Test;
*Percentages;
*Qualitative

descriptive
analyses.

documentary

evidence;
*Internet
Sources
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(Y)
Additional
pension
benefits to
pensioners

Acts of 1999;
etc.
*Shares
paid;
*Bonus Issues;
*Payment
of
5% of annual
emolument as
life insurance;
etc. *Payment
of
interest
declared

*Opinion of
Pensioners
and
contributory
workers;
*PenCom
Annual
Report;
*Observation
of

*Questionnaire; *Frequency
*Interviews; tables;
*Documentar *T-Test;
y

*Percentages;

Method

*Qualitative

descriptive
analyses.

documentary

3.

The
new (X) The new
pension
pension
scheme has scheme
ensured
transparency
and
accountabilit
y on the part
of Pension
Fund
Administrator
s and Pension
Fund
Custodians.

(Y)
Transparency
and
accountability
on the part of
Pension Funds
Administrators
and Pension
Fund
Custodians

*Retirement
Savings
Account;
*Increase
coverage
of
pension scheme;
*Security
of
Pensioners;
*Insurance
coverage
of
employees;
*Investment of
consolidated
contributory
pension funds;
*Auditor‟s
Report;
*Books
of
Companies
Account;
*Establishment
of
Risk
Manager
and
Investment
Committees;
*Establishment

evidence;
*Internet
Sources
*Opinion of
Pensioners
and
contributory
workers;
*PenCom
Annual
Report;
*Observation
of

*Questionnaire;

*Interviews;
*Documentar

*Frequency
tables;
*T-Test;

y

*Percentages;

Method

*Qualitative

descriptive
analyses.

documentary

evidence;
*Internet
Sources
*Opinion of *Questionnaire;
Pensioners
*Interviews;
and
*Documentary
contributory Method
workers;
*PenCom
Annual
Report;
*Observation
of

*Frequency
tables;
*T-Test;

*Percentages;
*Qualitative

descriptive
analyses.

documentary
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of the National evidence;
Pension
*Internet
Commission;
Sources
*Restriction on
sale of pension
fund assets and
restricted
investment;
*Recruitment of
Compliance
Officer.
*Quarterly
report;
*Auditing
evidence;
*PenCom
Report;
*Response from
pensioners;
*Interview;
*Observation of
documentary
evidence;
*Maintenance
of proper books
of accounts and
audit of the
pension
fund
administrators
and custodians;
*Annual reports
by
Pension
Fund
Administrators
and Custodians;
*Reporting
obligation
of
external
auditors;
*Returns
on
frauds
and
forgeries;
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*Penalty
for
non-compliance
with guidelines;
*Prohibition of
transactions on
staff of the
PFAs;
*Supervision
and examination
of
account
books
of
pension
fund
administrators;
*Penalty
for
refusing to give
relevant
information to
auditors;
1.9 Method of Data Analysis
In analyzing the data generated for the study, the researcher applied t-test. Nworgu
(1991:227) illustrates that t-test is used in testing hypothesis to establish the significance of the
difference between mean when sample size is small. The t-test (which is a small sample test) can
also be used for larger samples. For the researcher to find the critical p-value, he must determine
the degree of freedom in addition to such other considerations as the level of significance and
whether the test will be one-tailed (directional) or two-tailed (non-directional).
Burnham et al (2004:114) state that descriptive statistics is a range of basic statistical
tools for describing data. The main appeal of descriptive statistics is that it is a powerful and
economical way of measuring, analyzing and presenting political participation, and social and
political attitudes generally. Asika (1991:135) observes that most nonparametric statistics are used
with minimum assumptions. Their use is not restricted and their chance of being used improperly
is minimal. Some measurement scales (i.e. nominal and ordinal scales) are weaker than others.
But nonparametric statistics can be effectively used even when the data are measured on weak
measurement scales. Ali (2006:157) argues that statistics which are used for describing and
explaining observed events in their natural settings (without any experimental treatment and
control manipulations) are referred to as descriptive or nonparametric tests … In general,
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nonparametric statistics (mean, standard deviation, chi-square, t-test, etc.) are used for answering
research questions and describing events as they occurred.
1.9.1 Population of the Study
Nworgu, (1991:94) notes that in research, the term “population” is used in a more general
sense to include all members of elements, be they human beings, animals, trees, objects, events,
etc of a well defined group. Ali (2006:115) defines population with regard to research in social
sciences “as the totality of events, persons, objects, etc. which will form the subject-matter of
research observation or investigation”. For identification and use of population for a study, the
researcher should be familiar with such a population in terms of its natural location, how large it
is, characteristics and accessibility. The research population for this study include retirees and
contributory workers in federal universities in South-Eastern Nigeria, National Pension
Commission, pension fund administrators and pension fund custodians in Nigeria. Therefore, the
population of the study was 878.
1.9.2 Scope of the Study
The scope of this research is very large (federal universities in Nigeria). It is therefore
imperative to delimit this study to a manageable scope as the researcher limits the scope to federal
universities in South-Eastern Nigeria. The research has University of Nigeria, Nsukka; Nnamdi
Azikiwe University, Awka; Michael Okpara University of Agriculture, Umudike; and Federal
University of Technology, Owerri as its operational boundary to study the administration of the
new contributory pension scheme, its impact on retirees‟ welfare vis-à-vis prompt and regular
payment of pensioners, improved pension benefits, and accountability and transparency of the
operators of the new pension scheme.
The delimitation of the scope of the research is absolutely essential because it will facilitate
interview and administration of questionnaires to the randomly selected respondents and easy
retrieval or collation of the data in order to slim down possible limitations on study of this nature
such as financial constraint, time factor, accessibility to respondents, etc.

1.9.3 Sample and Sampling Technique
Obasi (1999:134) defines sampling as the process of selecting a part (called a sample) from
the whole (called a population or universe) in order to make inferences about the whole. A sample
then is that small part selected from the whole or population. It is a subset of the population.
Purposive sampling was adopted in selecting the sample elements. In purposive sampling, specific
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elements which satisfy some predetermined criteria are selected. This guaranteed that all relevant
strata are represented in the sample. The sample size for this study is three hundred and sixty-five
(365) respondents randomly drawn from the four federal universities in the South-Eastern Nigeria;
one hundred and three (103) respondents randomly drawn from the licensed pension fund
administrators and pension fund custodians; and ten (10) respondents randomly selected from the
National Pension Commission (PenCom). The sample size of the study, therefore, is 478.

This

study adopted simple random sampling (probability sample). Random sampling enabled the
researcher to ensure that the portion of the population being sampled is representative of the entire
population.

The questionnaires were distributed to four hundred and seventy-eight (478)

respondents as follows:
Table 1.2
Distribution of Questionnaires to Retirees and Contributory Workers
in Federal Universities in South-Eastern Nigeria
No of Retirees Sample of the Total
on New Pension Population
is Population
Institution
Scheme in each one-third of the
institution
number
University of Nigeria, Nsukka
600
200
Total
Nnamdi Azikiwe University, Awka

*50

50

Michael Okpara University of Agriculture, Umudike

*60

60

Federal University of Technology, Owerri

*55

55

765
365

*The population is small in size and the entire population was studied. Where retirees were
inaccessible, the contributory workers were used to make up the sample population in each
institution under study.
Table 1.3

S/No

Distribution of Questionnaires to Licensed Pension Fund
Administrators and Custodians
Pension Fund Administrators
Contact Address

1.

Premium Pension Limited

2.

Pensions Alliance Limited

3.

Stanbic IBTC Pension
Managers Limited

No. 7 Dar-Essalam Street, Off Aminu
Kano Crescent, Wuse II, Abuja
7th Floor, Bull Plaza, 38/39 Marina,
Lagos
No. 5A Oko Awo Street, Off
Adetokunbo Ademola Street, Victoria
Island, Lagos

Total Number
Allocated
10
10
6

60

4.
5.
6.
7.
8.
9.
10.
11.

Leadway Pension PFA Limited Afric House No. 7 Afric Road, Off
Western Avenue, Lagos
Trustfund Pensions Plc
Plot 820/821, Central Area, Abuja
Sigma Vaughan Sterling
29 Durban Street, Off Adetokunbo
Pension Ltd.
Ademola Crescent, Wuse II, Abuja
ARM Pension Managers Ltd.
129 Adetokunbo Ademola Crescent,
Wuse II, Abuja
Legacy Pension Managers Ltd. 39 Adetokunbo Ademola Crescent,
Wuse II, Abuja

10

Diamond Pension Fund
Custodian Ltd.
First Pension Custodian
Nigeria Limited
*Oceanic Pension Fund
Custodian Ltd.

Emeka Osuji MD, No. 1A Tiamiyu
Savage Street, Victoria Island, Lagos

6

Akinwumi Fanimokun MD
No. 124 Awolowo Road, Ikoyi, Lagos

8

Waterfront Plaza
No. 18A Ozumba Mbadiwe Avenue
Victoria Island, Lagos
Mrs Oluwatomi Soyode MD
Plot 22b Idowu Taylor Street
Victoria Island, Lagos
Mrs Nkem Oni-Egboma MD
No. 1 Samuel Manuwa Street
Off Bishop Aboyade Cole Street
Victoria Island, Lagos

0

12.

UBA Pensions Custodian
Limited

13.

Zenith Pensions Custodians
Limited

8
5
10
10

10

10

Total
103
*As at the time of the fieldwork, Oceanic Pension Fund Custodian Limited had been out of
business due to its distress.
Table 1.4
Distribution of Questionnaires to Employees of National
Pension Commission
Name of Organization
Contact Address

National Pension Commission

No 174 Adetokunbo
Ademola Crescent, Wuse II,
Abuja

Total
Number
Allocated
10

1.9.4 Instrument
Survey research is used to elicit relevant data from the sample population (respondents)
through interview and administration of questionnaires for the study.

The Likert scale of

measurement was adopted to guide the researcher in eliciting data from respondents. Three
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hundred and sixty-five (365) questionnaires were administered on the ratio of one-third of the
total population of pensioners/contributory workers under the defined contributory pension
scheme in the University of Nigeria, Nsukka, and the total population of pensioners under the
new scheme in each of the other three universities, as illustrated in table 1.2 above, to randomly
selected respondents such as (i) pensioners of federal universities under the new contributory
pension scheme in South-Eastern Nigeria; and (ii) contributory workers in federal universities in
South-Eastern Nigeria. Similarly, another version of 113 questionnaires was structured and
randomly distributed in varying proportions to pension fund administrators, pension funds
custodians and employees of National Pension Commission according to their staff strength as
shown in tables 1.3 and 1.4 above. This brought the total of the respondents to 478 out of 878
population.
1.9.5 Validity and Reliability of the Instrument
Research generates data which are subsequently analyzed, and the results are used to
answer research questions and test hypotheses. The assumption in the use of data is that the data
sources are reliable and the data themselves are of the highest possible quality.

One very

important way of ensuring that data are of high quality is by improving the quality of the
measuring instruments. The quality of measuring instruments is determined by their validity and
reliability (Asika,1991:69). A scale possesses validity when it actually measures what it claims to
measure.

Validity is concerned with the question “Does the instrument measure what it is

supposed to measure?” The validity of a measuring instrument refers to the extent to which
differences in scores on it reflect true differences among individuals, groups or situations in the
characteristic which it seeks to measure, or true differences in the same individual, group, or
situation from one occasion to another, rather than constant or random errors (Goode and Hart,
1952; Black and Champion, 1976; Selltiz et al, 1974; cited in Obasi, 1999:120).
It can be affirmed that an instrument has been logically validated when the items or
questions in the instrument are logically reflective of what is being studied. In the process of
validating the instrument, copies of the questionnaire were given to four experts for rigorous
content and face validation.

The experts reviewed the items in terms of their clarity, the

appropriateness of the language and expressions, including the appropriateness of the instructions
to the respondents.

There was an agreement among the experts in what this research set out to

study, that the instrument (questionnaire) contains the right questions of what was being studied.
Guided by this theory, the questionnaire for this study, according to the experts, captured all
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relevant questions necessary to elicit the required data for elucidation of the characteristics of the
respondents.

The experts agreed that the items can actually elicit the information they are

intended to elicit.
Reliability
A researcher who designs a measuring instrument should be concerned about how
consistent the results he obtains with the instrument are. He ensures that the instrument gives
similar, close or the same result if the study to which the instrument is applied is replicated. In
other words, will the instrument give the same or similar results when it is used by different
researchers under the same assumptions and conditions? Asika (1991:72) defines reliability as the
consistency between independent measurements of the same phenomenon. Reliability is then the
stability, dependability and predictability of a measuring instrument.

It is the accuracy or

precision of a measuring instrument. Therefore, the opinion of the experts on the reliability of the
research instrument is that the instrument as constructed is capable of yielding constant and
consistent result which would be reliable.

Chapter 2
History of Pension Scheme in Nigeria
2.1 Pension Scheme During Colonial Era
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Pension scheme is alien in Nigeria public service. The first pension legislation in Nigeria
was enacted in 1951 by the British colonial administration, and was called “Pension Ordinance”.
The ordinance was actually promulgated in 1951 but it took a retrospective effect from 1 st January,
1946. The colonial pension scheme was primarily designed for European employees who were
being deployed and/or redeployed to various locations within the vast British Empire in Africa and
beyond. The essence was to ensure that the foreigners maintained their seniority status in career
structure and continuity of service to any location they might be deployed to serve. The British
colonial administrators were seen and perceived as legitimate workforce of the colonialists.
Menial jobs like labourers, gatemen, gardeners, nannies, clerks, cleaners, messengers, night-soilman, etc. were designated for the indigenes who were rendering non-pension service. The natives
were seen as the major source of cheap labour to exploit the conquered empire (Abdulkadir,
2006).
As time progressed with development, indigenous employees of the colonial masters were
considered eligible for pension benefits. The colonial administration ensured that the pension law
was discriminatory in application as limited indigenous workers benefited from the scheme at the
instance of the Governor-General, who used the pension package to favour few selected
employees adjudged exceptional in performance or influenced by other criteria, even though the
beneficiaries could hardly afford decent living standard on retirement with their miserable pension
benefits. Therefore, pension benefits, as structured by the administration, was not a legitimate nor
absolute right to Nigerian employees under the 1951 Pension Ordinance (Abdulkadir, 2006).
2.2 Post-Independence Pension Reforms
The colonial pension structure, as bequeathed to Nigerians, was maintained in the
indigenous public service at independence as Nigeria was grappling with political instability that
characterized the first republic. The January 15, 1966 coup d‟être, the counter coup of 29 th July,
1966, and the 6th July, 1967 to January 14th, 1970 Nigeria/Biafra civil war worsened and elongated
the plight of the Nigerian worker. The history of regulated private sector pension scheme in
Nigeria began in 1961 with the establishment of the National Provident Fund, which was
established by an Act of Parliament in 1961. Its purpose was to provide income loss protection for
employees as required by the International Labour Organization Social Security (Minimum
Standards) Convention 102 of 1952. The scheme covered only employees in the private sector,
and the monthly contribution was 6% of basic salary, subject to a maximum of N8.00 to be
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contributed in equal proportion of N4.00 each by the employer and the employee. The year 1979
witnessed a remarkable landmark of pension reform in Nigeria.
2.3 Pension Reform Act 1979
The Pension Act No. 102 of 1979, and the Armed Forces Pension Act No. 103 of 1979
were enacted retrospectively to take effect from 1st April, 1974, to take care of civil servants and
the armed forces on retirement. Section 1(1) of the Act stipulates that:
subject to this Act, any pension or gratuity granted hereunder to any
person on his retirement from public service of the Federation shall be
computed on the final pay of the person entitled thereto and in
accordance with the provisions of the first schedule of this Act (FRN,
1979:12596).
According to Okotoni and Akeredolu (2005:82), the Act consolidated all enactments on
pensions and incorporated pensions and gratuity scales designed for public officers by the Udoji
Public Service Review Commission in 1974. The Act also became the basic pension law from
which other pension laws in the public service of Nigeria emerged. Under the new law, the
employer (government) bore hundred percent (100%) pension liability for the payment of
retirement benefits (gratuity and pension). The implication of this provision was that no employee
in the public service and the armed forces was required to contribute funds towards payment of
his/her retirement benefits. The 1979 Act provided for a defined pension benefits (pay-as-you-go)
system, whereby Government had to make adequate budgetary provision each fiscal year to
sustain the payment of pension benefits scheme and to pay retirees their gratuities and pensions as
and when due (Abdulkadir,2006).
A second phase of the reform considered the Nigeria Police Force and other government
agencies (quasi or para-military services such as immigration, prison, and customs). Under this
scheme, Government promulgated Pension Rights of Judges Decree No. 5 of 1985 with effect
from 1st January, 1985, and also enacted the Pension Act No. 75 of 1987. The two principal
pension benefits that are attractive and available under the public service pension scheme in
Nigeria are pension (life annuity) and gratuity (lump sum). The pension scheme was funded
through 100% contribution by the employer. Similarly, the Local Government Pension Edict
culminated in the establishment of the Local Government Staff Pension Board in 1987 purely to
administer the local government pension scheme. The Nigeria National Social Insurance Trust
Fund (NSITF) scheme was established in 1993 by Decree No. 73 to replace the National Provident
Fund scheme with effect from 1 st July, 1994 (Okotoni and Akeredolu, 2005:82). The principal
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objective of the scheme was to cater for employees in the private sector of the economy by
protecting them against loss of employment income in old age, disability, or for their descendants
at the death of the worker/retiree. This was created to correct the anomaly that hitherto existed.
Prior to Decree No. 73 of 1993, public sector employees enjoyed more generous retirement
benefits than their counterparts in the private sector. It was a fundamental flaw that Decree No.
102 of 1979 did not address the pension needs of the private sector. The establishment of National
Provident Fund by the Federal Government in 1961 primarily as a compulsory saving scheme for
private sector employees and those in non-pensionable employment was the first attempt at
providing social security for private sector workers.

The scheme was funded by monthly

contribution by both employers and employees.
Broadly speaking, pension scheme in Nigeria prior to the 2004 Pension Reform Act,
according to Abdulkadir (2006:182), is categorized into two broad headings – Public Sector
Pension Scheme and Private Sector Pension Scheme.
(a) Public Sector Pension Scheme
The Pension Reform Act 1979 governs public sector pension scheme for government
employees. Since the 1979 reformation of the colonial pension scheme for public service in
Nigeria, the Act has been the ideal scheme which provides contingency benefits in addition to
gratuity and pension for life. With the defined pension benefits, a worker entered the public
service and served for ten (10) years to qualify for a one-time lump sum payment, normally 100%
of the employee‟s annual emolument known as gratuity without pension. The Act provides that if
the staff rendered service from fifteen (15) years upwards, he is qualified for both gratuity and
pension which are expressed in percentages of total emolument, graduated in accordance with the
number of years of service. Legally, the constitution of the Federal Republic of Nigeria protects
these provisions on pension rights of public sector employees. Secondly, the Federal Government,
from time to time, increases benefits accruing to retirees to cushion the effect of high inflation rate
in the country (Ibe, 2005; Abdulkadir, 2006).
Section 3(1) of the Act stipulates that:
no pension or gratuity shall be granted under this Act to any officer
except on his retirement from the public service in any of the following
circumstances, that is (a) on voluntary retirement after qualifying
service of ten years up to 31st March, 1977 and fifteen years as from 1 st
April, 1977; (b) on compulsory retirement under the provisions of
section 4 of this Act; (c) on compulsory retirement for the purpose of
facilitating improvements in the organization of the officer‟s
department or ministry so that greater efficiency or economy may be
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effected; (d) on the advice of a properly constituted medical board
certifying that the officer is no longer mentally or physically capable of
carrying out the functions of his office; (e) on total or permanent
disablement while in the service; (f) on abolition of his office under
section 7 of this Act; and (g) if he is required by the Federal Civil
Service Commission to retire on the grounds that his retirement is in
the public interest … (FRN, 1979:12597).
Section 3(2)(a)-(c) of the Act provides that:
where an officer retires after 1 st April, 1977 pursuant to subsection (1)
of this section – if he has completed ten years but not up to fifteen
years‟ service, he shall be entitled only to a gratuity; if he has served
for not less than fifteen years, he shall be entitled to pension; and if he
is required to retire after fifteen years‟ qualifying service pursuant to
the provisions of paragraph (c) to (h) of subsection (1) of this section,
he shall be entitled to pensions immediately on retirement,
notwithstanding that he has not attained the age of forty-five years
(FRN, 1979:12598).
Section 3(3)(a)-(b) also stipulates that:
where any person who had served for five years but less than ten years
had withdrawn from the public service between 1 st of April, 1974 and
31st March, 1977, he shall be entitled to a gratuity of one year‟s salary
based on his last pay; and where any person who had served for ten
years but less than fifteen years had retired voluntarily from the public
service between 1st April, 1974 and 31st March, 1977, he shall be paid
in addition to gratuity, a pension at the rate stipulated in Table A in the
First Schedule to this Act (FRN, 1979:12598).
First Schedule of Section 3(3)(b) on computation of retirement benefits provides as Table A as
follows:

Table 2.1
FORMULA FOR CALCULATION OF PENSIONS AND GRATUITY IN
RESPECT OF RETIREMENT BETWEEN 1ST APRIL 1974 AND 31ST
MARCH, 1977
Years of Service
Gratuity as
Pension as
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Percentage of final Percentage of final
pay (%)
pay (%)
10
100
30
11
110
32
12
120
34
13
130
36
14
140
38
15
150
40
16
160
42
17
170
44
18
180
46
19
190
48
20
200
50
21
210
52
22
220
54
23
230
56
24
240
58
25
250
60
26
260
62
27
270
64
28
280
66
29
290
68
30 and above
300
70
Source: Federal Republic of Nigeria 1979 Pensions Act
Section 3(4)-(5) of the Act provides that:
where an officer mentioned in subsection (3) of this section is required
to retire, he shall immediately become entitled to his pension
notwithstanding that he has not attained the age of forty-five years; and
any pension or gratuity granted under this Act to any officer retiring
after 31st March, 1977 shall be computed at the rate set out in the
applicable column of Table B in the First Schedule to this Act (FRN,
1979:12598).
However, Section 3(6) of the Act stipulates that “except as otherwise provided in this Act, the
payment of pension to any officer qualified to receive a pension under this Act shall not
commence until such officer has attained the age of forty-five years”. First Schedule of Section
3(5) on computation of retirement benefits provides as Table B as follows:
Table 2.2
FORMULA FOR PENSIONS AND GRATUITY CALCULATIONS BASED ON
PERCENTAGE OF FINAL SALARY IN RESPECT OF RETIREMENT AFTER
31ST MARCH, 1977
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Years of qualifying
Gratuity as percentage of Pension as percentage
service
final pay (%)
of final pay (%)
10
100
11
110
12
120
13
130
14
140
15
100
30
16
110
32
17
120
34
18
130
36
19
140
38
20
150
40
21
160
42
22
170
44
23
180
46
24
190
48
25
200
50
26
210
52
27
220
54
28
230
56
29
240
58
30
250
60
31
260
62
32
270
64
33
280
66
34
290
68
35
300
70
Source: Federal Republic of Nigeria 1979 Pensions Act
Section 4(1) of the Act provides that “every officer shall retire upon attaining the age of
sixty years, so however that for officers retiring on or before 31st March, 1977, the compulsory
retiring age shall be fifty-five years”. Section 5(1)(a)-(b) and 5(2) provides that:
where an officer dies in the service after the completion of the
minimum period of qualifying service, there shall be paid to his legal
personal representative or to any person designated by him during the
lifetime as his survivor - (a) up to 31st March 1978, a gratuity equal to
his one year‟s salary plus appropriate pension as if he had retired at the
date of his death; and (b) as from 1st April, 1978 such pension and
gratuity as would have been payable to him if he had retired at the date
of his death (provided that where an officer dies before completing the
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minimum qualifying period of ten years, his legal personal
representative or survivor shall be paid his one year‟s salary as death
gratuity). 5(2) – any pension payable under subsection (1) of this
section shall be paid for a period expiring at the end of five years after
his death but it shall be lawful for the total to be paid forthwith (FRN,
1979:12599).
Section 8(1) stipulates that:
where an officer who is incapacitated in the course of his official duties
had not completed the minimum qualifying service and is not on the
termination of his service, eligible for a pension under this Act, the
Minister may, in lieu of the gratuity stipulated in the relevant Table in
the First Schedule, grant to such officer in addition to injury pension
stipulated in Table C in the said Schedule a pension calculated at the
rate of 2 percent of the officer‟s accrued pension from the date of the
officer‟s retirement (FRN, 1979:12601).
First Schedule of Section 8(1) provides Table C as follows:
Table 2.3
INCAPACITY PENSION PAYABLE
Category
Incapacity Pension
Degree of Incapacitation
Payable
A
Not less than 70%
30% of final pay at
date of injury
B
50% to 69%
15% of final pay at
date of injury
C
30% to 49%
10% of final pay at
date of injury
Source: Federal Republic of Nigeria 1979 Pensions Act
Although, the dwindling revenue of the government, coupled with the fact that the pension
scheme was solely funded by the employer (government), the scheme could not be sustained due
to the problems of mismanagement of pension funds, corruption and fraud associated with the
defined pension benefits scheme (pay-as-you-go). Abdulkadir (2006:182) outlined other problems
associated with the unmanageable nature of the unfunded pension scheme to include “over
centralization of pension administration; arbitrary increases in remuneration packages of public
officers entitled to gratuity and pension benefits based on employee final emolument, calculated
on a defined benefits scheme; early entitlement to pension at the age of 45 years; inefficient
record-keeping and lethargic attitude of government employees, which cause avoidable delays in
effecting prompt and regular payments to pensioners; dishonesty and ghost pensioners syndrome”.
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Other major flaws associated with the administration of defined pension benefits include
corruption, inadequate budget allocation, weak regulatory agency and poor supervision of the
scheme. Under the 1979 Pension Reform Act, an employee, other than judiciary personnel and the
academic staff of universities, retires after 35 years of service or on attaining the retirement age of
60 years, whichever comes first. Retirees final entitlements are computed on approved pension
guidelines as illustrated in table 2.4 below.
Although an employee is at liberty to retire without putting in the maximum limit of
service years or before attaining the retirement age of 60 or 65 years as the case may be; he or she
may however be required to compulsorily retire on grounds of poor health or as a result of official
misconduct. In such conditions, the employee is entitled to receive his/her pension and gratuity.
An employee whose appointment is terminated for whatever reason is qualified to receive his/her
due gratuity without pension. On the other hand, a staff who is dismissed from service for
whatever reason will lose all his rights and privileges as a public servant (that is, he will receive no
pension nor gratuity). However, under the scheme, the Civil Service Rules make provision to the
effect that an aggrieved employee of the public sector may wish to seek for a redress through
challenging the action of his/her employer in a competent court of law within the jurisdiction. The
table below illustrates the graduated structure and computation percentage of retirement benefits
which reflects the calculation of pension and gratuity for public sector before 1 st July, 2004, the
effective date of the new reform. Although the old payment schedule is still being used to pay
pensioners on the old pension scheme, including those workers who had up to three years to
serve/retire after the effective date of the new Act. The judiciary and the armed forces are also
allowed by law to operate under the defined pension benefits (pay-as-you-go) scheme. The
Armed Forces (the army, the navy and the air-force), formally included in the new contributory
pension scheme, had withdrawn from the new scheme and reverted to the old pension scheme as
approved by the National Assembly and assented to by the President of the Federal Republic of
Nigeria.

Table 2.4
COMPUTATION ON RETIREMENT BENEFITS: FORMULA FOR CALCULATION
OF PENSION AND GRATUITY IN RESPECT OF PUBLIC SECTOR RETIREMENT
Year of
Gratuity as
Pension as
Year of
Gratuity as
Pension as
Qualifying
Percentage of Percentage of
Qualifying
Percentage of Percentage of
Service
Final Pay
Final Pay
Service
Total Final
Total Final
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Emolument
5
100
6
108
7
116
8
124
9
132
10
100
10
100
11
110
11
108
12
120
12
116
13
130
13
124
14
140
14
132
15
100
30
15
140
16
110
32
16
148
17
120
34
17
156
18
130
36
18
164
19
140
38
19
172
20
150
40
20
180
21
160
42
21
188
22
170
44
22
196
23
180
46
23
204
24
190
48
24
212
25
200
50
25
220
26
210
52
26
228
27
220
54
27
236
28
230
56
28
244
29
240
58
29
252
30
250
60
30
260
31
260
62
31
268
32
270
64
32
276
33
280
66
33
284
34
290
68
34
292
35
300
70
35
300
Source: Pension Reform Act 2004 - National Assembly, FRN (p.63).

Emolument
30
32
34
36
38
40
42
44
46
48
50
52
54
56
58
60
62
64
66
68
70
72
74
76
78
80

Ibe (2005:85) observes that a major amendment to the Pension Act in 1992 reduced the
qualifying years of service for gratuity and pension to five (5) years and ten (10) years
respectively. The incentive, which by implication tantamount to increasing pension benefits, was
meant to induce large voluntary attrition through retirement from public service. This strategy
was a miscalculation or misjudgment as employees perceived the review as a motivation for
workers to put in their best in service and retain their jobs. Even where one voluntarily retires
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from service, he will not have access to his pension benefits until he attains the age of 45 years.
The table 2.4 above indicates that 35 years of service earns an employee a maximum of 300% of
his total annual emolument as gratuity and 80% of his total annual pay as pension for life. The
Decree No. 11 of 1993 makes special provisions for the University Professors to the effect that
those who have served in the university system continuously for fifteen years and above are
entitled to enjoy 100% of their total annual emolument as pension for life, while all academic staff
of federal universities are to retire compulsorily on attainment of 65 years, and the 35 years of
service was abrogated. The retirement age of professors has been increased from 65 years to 70
years by the National Assembly and this has been assented to by the President.
The 1979 Pension Reform Act and its subsequent revisions; and the Armed Forces
Pensions Act of the same year have exceptions which provided that Service Chiefs of the Armed
Forces, Inspector General of Police, Heads of Service, Permanent Secretaries who have served a
minimum of twenty years in service are entitled to enjoy 100% of their total annual emolument as
pension for life. Besides, there is no minimum age of retirement in the Armed Forces pension
scheme. Therefore, pension is payable with effect from the date the officer retires from service,
irrespective of the age of the personnel on retirement. The scale starts with 40% and terminates
with 80% of final emoluments as illustrated in table 2.4. In spite of its provisional attractions with
frequent revisions of pension benefits, the defined pension benefits scheme, with its attendant
problems and soaring inflation in the country, is very deficient as poverty alleviation mechanism
to cater for the vulnerable old pensioners in Nigeria (Abdulkadir, 2006).
(b) Private Sector Pension Scheme
The private sector occupational pension scheme approved by the Joint Tax Board for tax
purposes as provided by the Personal Income Tax Management Act of 1993 and Income Tax
Management Act of 1979 were being set up voluntarily by private employers. Occupational
pension schemes are not mandatory, therefore only few private employers establish the scheme.
The major feature of occupational pension scheme is that it provides only provident fund benefits
to the beneficiaries on retirement or to their dependants at death while in active service, which are
paid en-bloc (once-and-for-all lump sum benefits). Unlike the public sector pension scheme,
occupational pension scheme does not accommodate statutory provision for preservation or
transfer of pension value from one employment to the other, except the singular payment. In the
same vein, the Nigeria Social Insurance Trust Fund (NSITF) was a defined benefits scheme and
covered employees in the private sector working for organizations with a workforce of not less
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than five employees. The initial monthly contribution of members was 7.5% of basic salary,
shared in the proportion of 2.5% by the employee, and 5% by the employer, but was later in 2002
revised to 10% of gross salary (comprising basic salary, transport and housing allowances) shared
in the proportion of 3.5% by the employee and 6.5% by the employer.

The Nigeria Social

Insurance Trust Fund (NSITF) provided mandatory contributory social security scheme for private
sector employers and employees under the NSITF Act of 1993. The Nigeria Social Insurance
Trust Fund provided welfare and social security benefits to private sector employees, in the form
of death grant, survivor benefit, funeral grant, unemployment benefit, one-time retirement pension,
etc (Abdulkadir, 2006:183; Ibe 2005:85).
Okotoni and Akeredolu (2005:85) note that it was a fundamental flaw that Decree 102 of
1979 did not address the pension needs of the private sector. The establishment of the National
Provident Fund in 1961 was the first attempt by the federal government at providing for private
sector workers and those in non-pensionable employment primarily as a compulsory saving
scheme for retirement life. The scheme only provided lump sum benefits to members or their
dependants on retirement or at death. The National Provident Fund scheme was funded by N4.00
monthly contribution by both employers and employees. The upper limit of the total contribution
to a provident fund scheme was 25% of total emolument. The establishment of the Nigeria Social
Insurance Trust Fund (NSITF) by Decree No. 73 of 1993 effective from 1 st July, 1994 witnessed
the abrogation of the National Provident Fund with its assets and liabilities being transferred to the
new agency. Pension scheme in the private sector from inception remains a contributory venture
where an employee contributes at least 5% of his monthly salary to the pension scheme while the
employer contributes between 15% to 25% of the staff salary, depending on the type of
management style in an organization that influences the funding method and the organizational
disposition towards staff welfare.
Bassey, Etim and Asinya (2010) observe that the NSITF scheme was established in
response to the requirement of International Labour Organization (ILO) Convention of 1952
which mandated member countries to establish a social security programme for its members. The
Treaty mandated all private employers of five or more employees to remit 10% of their monthly
emolument in the ratio of 3.5% employee and 6.5% employer. The initial monthly contribution
prior to 2001 was 7.5% in the ratio of 2.5% employee and 5% employer. The scheme was plagued
with numerous problems. For instance, it suffered poor public perception because the scheme was
viewed by the public as an off-shoot of the defunct National Provident Fund, which had a very
74

serious reputation problem. Underfunding of the scheme was another major set-back because the
bulk of the contribution (6.5%) solely rested on the employer, but most employers failed to remit
their quota while deductions were being made from employees‟ monthly emolument without
remitting same to National Social Insurance Trust Fund scheme. This abuse was possible because
there was no higher regulatory agency to supervise the implementation and regulate the overall
administration of the fund. Poor record keeping and lack of data bank of employees and retirees in
the private sector compounded the problem of accountability and transparency in the pension
industry.
2.3.1 Pension Reviews in Nigeria
Nigeria has experienced a number of pension reviews since her independence in 1960.
Apart from Pensions Acts, various circulars guiding the administration and regulations of pensions
in the public service are issued from time to time to update existing ones. Most of these reviews
were reflections of socio-economic conditions prevalent at one time or the other in Nigeria‟s
history. The reviews are generally welcomed development as they were fashioned to cushion the
effect of economic hardship on public workers. It also serve as relief to pensioners as pension
benefits are from time to time being generously reviewed upwards to improve the living
conditions of pensioners correspondingly to inflation rates. The reviews fundamentally serve as
incentives to workers to be more dedicated and resourceful in serving their fatherland. These
reviews include:
Table 2.5
PENSION REVIEWS IN NIGERIA
Subject

Instrument

Review of New Pension
Scheme Increase in Retirement
Age for Public Officers

Circular B.63207/VI/001
of 26th April, 1978

Review of Pension Benefits
for High Court Judges

Decree No. 5 of 1985
effective 1st January, 1985

Review of Pension Benefits

Circular No.
B6321/S.1/XT/8 of 22nd
July, 1992

Content
Compulsory ages of retirement
for High Court Judges and Court
of Appeal/Supreme Court of
Justice from 60 and 65 years to
62 and 65 years respectively
Judges to earn 100% of total
annual emolument as pension
after serving for fifteen
continuous years of service as
judge of High Court
(a) Period of qualifying for
pension is reduced from 15 years
to 10 years service;
(b) Period of qualifying for
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Review of Pension Benefits

Circular No.
B6321/S.1/X/701 of 20th
January, 1993

Improved Pension Package for
Academic Staff in Universities

Decree 11 of 1993

New Pension Package for the
Armed Forces

Circular No.
B.63216/S.1/X/757 of 23rd
June, 1998

Review of Terminal Benefits
for Heads of Service and
Permanent Secretaries

Circular No.
B.63216/S.1/X/757 of 23rd
June, 1998

Review of Pension Rates

Circular Ref. No.
SWC/S/04/S.8/25 of 1999

gratuity is reduced from 15 years
to 10 years service; and (c)
Maximum rate of pension for 35
years service is increased from
70% to 80%
Pension benefits of all pensioners
on the payroll as at 31st May,
1992 be increased by a flat rate
of 45% across the board
Professors who retire after 15
years continuous service in
Nigeria universities or serve up
to retirement age in the system
shall be entitled to 100% of
his/her terminal emolument as
pension
Service Chiefs, InspectorGeneral of Police to take 100%
of their total emolument as
pension on retirement
Heads of Service to earn 100% of
total annual emolument as
pension. Also, Permanent
Secretaries who have served a
minimum of 20 years to earn
100% of their total annual
emolument as pension for life
150% increase in pension rate
across the board effective from
1st January, 1999

Source: Okotoni, O. and Akeredolu, A. (2005). AJPAM, Vol. XVI No.2
Remarkably, the harmonization of pension scheme in 1997 which favoured those who
retired before 1 st January, 1991 and subsequent increases in pension benefits by 150% in 1999,
30% and 142% in the year 2000 created serious problems in pension administration in Nigeria.
The scheme could not be sustained as many government establishments found it extremely
difficult to pay retirees gratuities and monthly pensions regularly and promptly. This unfortunate
development in the public sector caused untold hardship to many pensioners in Nigeria due to
increase in pension liabilities and dearth of fund (Okotoni and Akeredolu, 2005).
2.4 PENSION RIGHTS OF JUDGES ACT 1991

76

To strengthen the judiciary as a component arm of government, the federal government
enacted Pension Rights of Judges Act 1991 effective from 1 st January, 1985. Section 1 of the Act,
under pension rights of the Chief Justice of Nigeria, stipulates that:
a person holding the office of the Chief Justice of Nigeria shall, if he
retires in pensionable circumstances, whether or not he has held office
as a judicial officer for not less than fifteen years, be entitled to pension
for life at a rate equivalent to his last annual salary plus his
consolidated allowances and the annual salaries of four of his domestic
staff in addition to any other retirement benefits to which he may be
entitled (FRN, 1991:1).
Section 2(1)-(2) of the Act provides under Pension Rights of Judges that:
(1) a person other than the Chief Justice of Nigeria, who has held office
as a judicial officer for a period of not less than fifteen years shall
be entitled to pension for life at a rate equivalent to his last annual
salary plus his consolidated allowances and the annual salaries of
four of his domestic staff in addition to any other retirement
benefits to which he may be entitled; and
(2) a person who has held office as a judicial officer, other than the
Chief Justice of Nigeria, for a period less than fifteen years shall be
entitled to pension for life at a rate pro rata the number of years he
served as a judicial officer in relation to the period of fifteen years
or to the pension and other retirement benefits to which he is
entitled under his terms and conditions of service, if any, whichever
is the higher (FRN, 1991:1).
Section 2(3)(a)-(b), under the above sub-heading, stipulates that:
A person, other than the Chief Justice of Nigeria, who had held office
as a judicial officer for a period less than fifteen years, and who is not
otherwise entitled to pensions under the foregoing provisions of this
section, shall on retirement be entitled to pensions calculated on the
basis of the more favourable of the following options, that is to say (a) pensions calculated on the basis of the relevant provisions of the
Pensions Act which allow for the aggregation of the total length of
service as a judicial officer and any other pensionable service in the
public service of the federation or a state; and (b) pension for life
calculated at a rate pro rata the number of years he served as a judicial
officer in relation to the period of fifteen years (FRN, 1991:2).
Besides, Section 3(1)-(2) of the Act, under Incapacitated Judicial Officer, provides
that:
(1) a judicial officer, incapacitated in the course of his duty who is not
otherwise qualified for pension under section 1 or subsection (1) of
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section 2 of this Act, shall be entitled to pension for life at a rate
equivalent to his last annual salary in addition to any other benefits
to which he may be entitled under subsection 3(a) of section 2 of
this Act; and
(2) For the avoidance of doubt, the provisions of subsection (1) of this
section and of sections 1 and 2 of this Act shall be the basis for
calculating the pension of a judicial officer whether or not he retired
before or retires after the commencement of this Act.
The provisions of the Pension Reform Act 1979 and subsequent reviews as it relates to
judicial officers are adequately protected by the Constitution of the Federal Republic of Nigeria,
and the Pension Reform Act 2004. The judicial officers are exempted from the Contributory
Pension Scheme. The juice provisions of the Pension Reform Act of 1979 was favourable to
workers except the nagging issues of inadequate funding, corruption, improper and inefficient
record keeping, infiltration and inflation of ghost pensioners, and mismanagement of funds. The
scope of the Pension Rights of Judges Act 1991 is narrow and the population of judicial officers
is small in size and can easily be managed by a federal government agency under the old defined
pension benefits (pay-as-you-go) scheme.
2.5 PENSION REFORM ACT 2004
Prior to the introduction of the new pension reform, Nigeria operated Defined Pension
Benefit Scheme between January 1, 1946 and June 30, 2004. The Pension Reform Act 2004 was
enacted on 25th June, 2004 and the Act took effect from 1 st July, 2004. The new reform put in
place a Defined Contributory Pension Scheme, which apply to all employees in the Public Service
of the Federation, Federal Capital Territory, and Private Sector (in employment in an organization
in which there are 5 or more employees), as against the erstwhile defined pension benefits scheme
characterized by pension deficit, irregular payment of pensioners‟ benefits, existence of ghost
pensioners in the public service, high mortality rate of pensioners due to non-payment of benefits
or long waiting periods on queues to receive benefits, unstructured and unfunded private sector
pension schemes, diversion and maladministration of pension fund by Board of Trustees and fund
managers.
The Pension Reform Act 2004 was structured to eliminate all the vices associated with
Defined Pension Benefits Scheme. It instituted a uniform pension scheme for both the public and
the private sectors of the economy. Fundamentally, the objectives of the reform are to ensure that
every individual who has worked in either the public or private sector receives his/her retirement
benefits promptly and regularly so as to reduce old age poverty; to empower the worker; to assist
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improvident individuals by ensuring that they save to cater for their livelihood during old age; to
establish a uniform set of rules, regulations and standards for the administration and payment of
pension benefits in both the public and private sectors; to secure compliance and wider coverage;
and to stem the growth of outstanding pension liabilities. The Act created National Pension
Commission (PenCom) as the sole regulatory authority on all pension matters in Nigeria. The
PenCom, in executing its statutory functions, registered independent licensed Pension Fund
Administrators and the custody of the pension fund assets are provided by independent licensed
Pension Funds Custodians for effective and comprehensive administration of the new scheme in
both public and private sectors. Section 8(1) of the Act provides that “… any employee who at the
commencement of this Act is entitled to retirement benefits under any pension existing before the
commencement of this Act but has three (3) or less years to retire shall be exempted from the
scheme” (National Assembly, FRN 2004; Nyong and Duze, 2011; Ahmad, 2010).
Section 8(2)-(3) of the Act provides that “the categories of person mentioned in Section
291 of the Constitution of the Federal Republic of Nigeria 1999 shall be exempted from the
scheme. Any person who falls within the provisions of subsections (1) and (2) of this section shall
continue to derive retirement benefit under such existing pension scheme as provided for in the
first schedule of this Act”. Section 291(1)-(3)(a)-(c) of the 1999 Constitution stipulates that:
(1) A judicial officer appointed to the Supreme Court or the Court of
Appeal may retire when he attains the age of sixty-five years and he
shall cease to hold office when he attains the age of seventy years.
(2) A judicial officer appointed to any other court, other than those
specified in subsection (1) of this section may retire when he attains
the age of sixty years and he shall cease to hold office when he
attains the age of sixty-five years. (3) Any person who has held
office as a judicial officer (a) for a period of not less than fifteen
years shall, if he retires at or after the age of sixty-five years in the
case of the Chief Justice of Nigeria, a Justice of the Supreme Court,
the President of the Court of Appeal or a Justice of the Court of
Appeal or at or after the age of sixty years in any other case, be
entitled to pension for life at a rate equivalent to his last annual
salary and all his allowances in addition to any other retirement
benefits to which he may be entitled; (b) for a period of less than
fifteen years shall, if he retires at or after the age of sixty-five years
or sixty years, as the case may be, be entitled to pension for life at a
rate as in paragraph (a) of this subsection pro rata the number of
years he served as a judicial officer in relation to the period of
fifteen years, and all his allowances in addition to other retirement
benefits to which he may be entitled under his terms and condition
of service; and (c) in any other case, shall be entitled to such
pension and other retirement benefits as may be regulated by an
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Act of the National Assembly or by a Law of a House of Assembly
of a State (Constitution of the Federal Republic of Nigeria,
1999:143).
2.5.1 Mandatory Contributory Pension Scheme
The scheme mandatorily provides for public and private sectors employees to contribute a
minimum of 7.5% of their monthly emoluments while their employers contribute 7.5% of
employees‟ monthly emoluments on behalf of their workers. In the case of the military, the
soldiers contribute 2.5% of their monthly emolument and the employer (Federal Government)
contributes 12.5% on behalf of the military. An employer may agree or elect to bear the full
burden of the scheme, provided that in such a case the employer‟s contribution shall not be less
than 15% of the monthly emoluments of the employee. In addition to the rates specified herein,
employers shall maintain life insurance policy in favour of the employee for a minimum of three
times the annual total emolument of the employee. The employer shall deduct at source the
monthly contribution of the employee in his employment, and not later than seven (7) working
days from the day the employee is paid his salary, remit an amount comprising the employee‟s
contribution and the employer‟s contribution to the custodian specified by the pension fund
administrator of the employee to the exclusive order of such pension fund administrator. Upon
receipt of the contributions remitted, the custodian shall notify the pension fund administrator who
shall cause to be credited the retirement savings account of the employee for whom the employer
had made the payment. Any employer who fails to remit the contributions within the time
prescribed shall, in addition to making the remittance already due, be liable to a penalty to be
stipulated by the National Pension Commission provided that the penalty shall not be less than 2%
of the total contribution that remains unpaid for each month or part of each month the default
continues and the amount of the penalty shall be recoverable as a debt owing to the employee‟s
retirement savings account as the case may be (National Assembly, FRN, 2004:35-36;Ahmad,
2010:2).
Section 29 (1)-(3) of the Act provides that the Central Bank of Nigeria shall establish,
invest and manage funds to be known as the Retirement Benefit Bond Redemption Funds in
respect of the Federal Public Service and Federal Capital Territory. The Federal Government shall
pay into the Redemption Funds an amount equal to 5% of the total monthly wage bill payable to
employees in the public service of the Federation and Federal Capital Territory. The amount in
the Redemption Funds shall be used by the Central Bank of Nigeria to redeem any retirement
bonds issued pursuant to section 12(1) of the Act. Section 12(1)(a)-(b) of the Act stipulates that:
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as from the commencement of this Act, the right to retirement benefits
of any employee who is already under any pension scheme existing
before the commencement of this Act and has over 3 years to retire,
shall (a) in the case of employees of Public Service of the Federation
and Federal Capital Territory where the scheme is unfunded, be
recognized in the form of an amount acknowledged through the
issuance of a bond to be known as Federal Government Retirement
Bonds, respectively, in favour of the employees and the bond issued
under this subsection shall be redeemed upon retirement of the
employee in accordance with section 29 of this Act and the amount so
redeemed shall be added to the retirement savings account of the
employee and applied in accordance with the provisions of section 4 of
this Act (cited on p.13 of this study); and (b) in the case of the employees of
the Public Service of the Federation, Federal Capital Territory and in
the private sector, credit the retirement savings accounts of the
employees with any funds to which each employee is entitled and in the
event of an insufficiency of funds to meet this liability the shortfall
shall immediately become a debt of the relevant employer and be
treated with same priority as salaries owed: where there is such a debt
the employer shall immediately issue a written acknowledgement of the
debt to the relevant employee and take steps to meet the shortfall
(National Assembly, FRN, 2004:36).
2.5.2 National Pension Commission
The Pension Reform Act 2004 established a body known as the National Pension
Commission (PenCom). The Commission shall be a body corporate with perpetual succession and
a common seal; and may sue and be sued in its corporate name. The Commission may acquire,
hold or dispose of any moveable or immoveable property for the purpose of its function under the
new Act. The principal function of the Commission is to regulate, supervise and ensure the
effective administration of pension matters in Nigeria. In the history of pension benefits scheme
in Nigeria, this is the first time a single authority was established to regulate and supervise all
pension matters in the public and private sectors; and non-pensionable employment.
Other functions of the Commission, as stipulated in Section 20(b)-(i) of the Act, is to:
issue guidelines for the investment of pension funds; approve, license,
regulate and supervise pension fund administrators, custodians and
other institutions relating to pension matters as the Commission may
from time to time determine; establish standards, rules and guidelines
for the management of the pension funds under this Act; ensure the
maintenance of a National Data Bank on all pension matters; carry out
public awareness and education on the establishment and management
of the scheme; promote capacity building and institutional
strengthening of pension fund administrators and custodians; receive
and investigate complaints of impropriety leveled against any pension
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fund administrator, custodian or employer or any of their staff or agent;
and perform such other duties which, in the opinion of the
Commission, are necessary or expedient for the discharge of its
functions under the new Act (National Assembly, FRN, 2004:38).
As provided by Section 21(a)-(f) of the Pension Reform Act 2004, the Commission has the
power to:
formulate, direct and oversee the overall policy on pension matters in
Nigeria; fix the terms and conditions of service including remuneration
of the employees of the Commission; request or call for information
from any employer or pension administrator or custodian or any other
person or institution on matters relating to retirement benefit; charge
and collect such fees, levy or penalties, as may be specified by the
Commission; establish and acquire offices and other premises for the
use of the Commission in such locations as it may deem necessary for
the proper performance of its functions under the Act; establish
standards, rules and regulations for the management of the pension
funds under the Act; investigate any pension fund administrator,
custodian or other party involved in the management of pension funds;
impose administrative sanctions or fines on erring employers or
pension fund administrators or custodians; order the transfer of
management or custody of all pension funds or assets being managed
by a pension fund administrator or held by a custodian whose license
has been revoked under the Act or subject to insolvency proceedings to
another pension fund administrator or custodian, as the case may be;
and do such other things which in its opinion are necessary to ensure
the efficient performance of the functions of the Commission under the
Act 2004 (National Assembly, FRN, 2004:39).
Section 23(1) and (2)(a)-(e) of the Act empowers the Commission to establish and maintain a fund
from which all its expenses would be defrayed. The fund so established under subsection (1) of
this section consist of the initial take-off grant from the Federal Government; annual subvention
from the Federal Government; fees, fines and commissions charged by the Commission; income
from any investments of the Commission; and all sums of money or income accruing to the
Commission by way of testamentary dispositions and endowments.
In pursuant to its statutory function as stipulates in the Act, the National Pension
Commission has recorded quarterly retirement savings account registrations from 2006 to 2011 to
track down the number of employees the Act applies to that have identified with the new pension
scheme registration as follows:
Table 2.6
QUARTERLY RETIREMENT SAVINGS ACCOUNT REGISTRATIONS
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S/N

1.
2.
3.
4.
5.
6.
7.
8.
9.
10.
11.
12.
13.
14.
15.
16.
17.
18.
19.
20.
21.
22.
23.

Quarters

Year

Total
Registrations

Second Quarter
Third Quarter
Fourth Quarter
First Quarter
Second Quarter
Third Quarter
Fourth Quarter
First Quarter
Second Quarter
Third Quarter
Fourth Quarter
First Quarter
Second Quarter
Third Quarter
Fourth Quarter
First Quarter
Second Quarter
Third Quarter
Fourth Quarter
First Quarter
Second Quarter
Third Quarter
Fourth Quarter
Source:
www.pencom.gov.ng

2006
2006
2006
2007
2007
2007
2007
2008
2008
2008
2008
2009
2009
2009
2009
2010
2010
2010
2010
2011
2011
2011
2011

932,435
1,331,035
1,677,330
2,028,990
2,364,352
2,630,988
2,784,273
2,969,226
3,135,888
3,349,897
3,465,764
3,546,084
3,706,467
3,888,491
4,012,498
4,130,160
4,283,417
4, 421,167
4,542,250
4,639,009
4,726,759
4,824,237
4,925,350

Three Quarter
Moving
Average

1,313,600
1,679,118
2,023,557
2,341,443
2,593,204
2,794,829
2,963,129
3,151,670
3,317,183
3,453,915
3,572,772
3,713,681
3,869,152
4,010,383
4,142,025
4,278,248
4,415,611
4,534,142
4,636,006
4,730,002
4,825,449

2.5.3 Pension Fund Administrator
The Pension Reform Act 2004 provides that a person proposing to operate as a pension
fund administrator shall apply to the Commission for a license in such form and with the payment
of such fees as the Commission may, from time to time, prescribe. The Commission may, if
satisfied that the applicant meets the requirements set out in Section 50 of this Act, issue a license
to the applicant to operate as a pension fund administrator subject to such terms and conditions as
the Commission may consider expedient and necessary in the circumstances. Section 50(1)(a)-(f)
provides that:
no application for license to act as a pension fund administrator shall
be granted unless the applicant is a limited liability company
incorporated under the Companies and Allied Matters Act whose object
is to manage pension funds; has a minimum paid up share capital of
N150,000,000 or such sum as may be prescribed, from time to time, by
the Commission; satisfies the Commission that it has the professional
capacity to manage pension funds and administer retirement benefits;
has never been a manager or administrator of any fund which was
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mismanaged or has been in distress due to any fault either fully or
partially of the pension fund administrator or any of its subscribers,
directors or officers; undertakes to the satisfaction of the Commission
that it shall not be engaged in any business other than the management
of pension funds; and satisfies such additional requirements or
conditions as may be prescribed, from time to time, by the Commission
(National Assembly, FRN, 2004:48).
As from the commencement of the Pension Reform Act 2004, pension funds has been
managed by only pension fund administrators licensed by the Commission. The scheme made
provision for every employee to maintain a retirement savings account in the employee‟s name
with any pension fund administrator of his/her choice. Every employee shall notify his employer
of the pension fund administrator chosen and the identity of the retirement savings account opened
under the scheme. The employee shall not have access to his retirement savings account nor have
any dealing with the custodian with respect to the retirement savings account except through the
pension fund administrator. In the same vein, the function of warehousing pension fund assets
was separated from pension fund administrator‟s management. It is envisaged that at no time
would the pension fund administrators hold pension fund assets (Section 11(1)(3)-(4),Pension Act
2004). Section 45(a)-(h) stipulates that:
any pension fund administrator licensed under this Act shall open
retirement savings account for all employees with a Personal Identity
Number (PIN) attached; invest and manage pension funds and assets in
accordance with the provisions of the new Act; maintain books of
account on all transactions relating to pension funds managed by it;
provide regular information on investment strategy, market returns and
other performance indicators to the Commission and employees or
beneficiaries of the retirement savings accounts; provide customer
service support to employees, including access to employees account
balances and statements on demand; cause to be paid retirement
benefits to employees in accordance with the provisions of the Act; be
responsible for all calculations in relation to retirement benefits; and
carry out other functions as may be directed, from time to time, by the
Commission (National Assembly, FRN, 2004:46).
As at 25th May, 2006, only ten Pension Funds Administrators had been licensed by the
National Pension Commission (PenCom) to operate under the new Contributory Pension Scheme.
The ten organizations include:
Table 2.7
APPROVED LIST OF LICENSED PENSION FUND ADMINISTRATORS AS AT
25th May, 2006
S/No
Licensed Operator
Contact Address
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1

ARM Pension Managers (PFA) Limited

129 Adetokunbo Ademole
Crescent, Wuse II, Abuj
2.
First Guarantee Pension Limited
Irorun Plaza, 65 Kudirat Abiola
Way, Oregun, Ikeja, Lagosz
3.
Stanbic IBTC Pension Managers Limited
Block 1678 Olakunle Bakare
Close, Victoria Island, Lagos
4.
Leadway Pension PFA Limited
Afric House No. 7 Afric Road,
Off Western Avenue, Lagos
5.
Pensions Alliance Limited
7th Floor, Bull Plaza, 38/39
Marina Lagos
6.
Premium Pension Limited
No. 7, Dar-Essalam Street, Off
Amino Kano Crescent, Wuse II,
Abuja
7.
Sigma Vaughn Sterling Pensions Limited
29 Durban Street, Off
Adetokunbo Ademola Crescent,
Wuse II, Abuja
8.
Trustfund Pensions Plc
Plot 820/821, Central Area,
Labour House, Abuja
9.
Legacy Pension Managers Limited (PFA)
No. 39 Adetokunbo Ademola
Crescent, Wuse II, Abuja
10.
NLPC Pension Fund Administrators Limited
No. 312A, Ikorodu Road,
Anthony Lagos
Source: http://www.pencom.gov.ng/index.ph.?option=com_content&view.htm
Employees of federal universities in south-eastern Nigeria were enrolled/registered into the new scheme by
the initial batch of licensed Pension Fund Administrators who came to these institutions in the month of
May 2006 to canvass/solicit for clients. The researcher randomly selected respondents from the Pension
Fund Administrators cited above.

Additional fourteen (14) organizations were licensed by the National Pension Commission
as Pension Fund Administrators and they were authorized by law to operate under the new scheme
as at 30th June, 2007; and this addition brought the total licensed Pension Fund Administrators to
twenty-four (24) in number. These include:
Table 2.8
ADDITIONAL APPROVED LIST OF LICENSED PENSION FUND
ADMINISTRATORS AS AT 30th June, 2007
S/No
Licensed Operator
Contact Address
1.
Aiico Pension Managers Limited
174B, Ozumba Mbadiwe Road,
Victoria Island, Lagos
2.
Amana Capital Pension Limited
No 7 Victoria Falls Street Off
Shehu Shagari Way, Maitama
Abuja
3.
IEI-Anchor Pension Managers Limited
No. 51A, Oro Ago Street, Garki
II, Abuja
4.
APT Pension Fund Managers Limited
Plot 266 Cadastral AO Central
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5.

6.
7.
8.
9.
10.
11.

12.

13.
14.

Business District Garki, Abuja
Aret Adams House, Left Wing
2nd Floor, Ikorodu Road, Ilupeju,
Lagos
Crusader Sterling Pensions Limited
42 Adeola Hopewell Street,
Victoria Island, Lagos
Evergreen Pensions Limited
No 74 Abak Road, Uyo, Akwa
Ibom State
Fidelity Pension Managers Limited
No 2 Adeyemo Alakija Street,
Victoria Island, Lagos
IGI Pension Fund Managers Limited
4 Adeola Odeku Street, Victoria
Island, Lagos
Future Unity Glanvills Pension Limited
Plot 1230B Bishop Oluwole
Street Victoria Island, Lagos
Oak Pensions Limited
15B Oko Awo Street, Off
Adetokunbo Ademola Street,
Victoria, Lagos
Penman Pensions Limited
NCRDB Plaza, Link Block,
Independence Avenue, Central
Business District, Abuja
Royal Trust Pension Fund Administrator Plot 2107 Tafawa Balewa Way,
Limited
Area 3 Garki, Abuja
Citi Trust Pension Managers Limited
Citi Trust Plaza, 9/11 Catholic
Mission Street, Lagos
Source: http://www.economicconfidential.com.septfocuspencom.htm
Crib Pension Fund Managers Limited

The Act provides that it is illegal for any employer to coerce, restrict, direct or influence
any employee to open a Retirement Savings Account with a particular pension fund administrator.
Therefore, employees are at liberty to make their choice from the list of licensed operators without
any employer‟s knowledge.
2.5.4 Pension Fund Custodian
The Pension Reform Act 2004 provides in Sections 51(1)-(2) and 52(1)(a)-(g) that any
person proposing to act as a custodian of pension funds shall apply to the National Pension
Commission for a license in such form with the payment of such fees as the Commission may,
from time to time, prescribe. The Commission may, if satisfied that the applicant meets the
requirements set out in Section 52 of this Act, issue a license to the applicant to carry out the
functions of a pension assets custodian prescribed under section 47 of the Act. Section 52 of the
new Act provides that:
no application for license to act as a custodian shall be approved by the
Commission unless such applicant is a licensed financial institution
registered under the Companies and Allied Matters Act; has a
minimum net worth of N5,000,000,000 unimpaired by losses or is
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wholly owned by a company with a minimum net worth of
N5,000,000,000 unimpaired by losses or any such sum as may be
prescribed, from time to time, by the Commission; has a total balance
sheet of at least N125,000,000,000 or is wholly by a licensed financial
institution with a total balance sheet of at least N125,000,000,000;
custodian company shall issue a guarantee to the full sum and value of
pension funds and assets held by it or to be held by it, however, where
the applicant custodian company is a subsidiary of a qualified parent
company, such guarantee shall be issued by that parent body;
undertakes to hold the pension fund assets to the exclusive order of the
pension fund administrator on trust for the respective employees as
may be instructed by the pension fund administrator appointed by each
employee; has never been a custodian of any fund which was
mismanaged or has been in distress due to any default, either fully or
partially, of the custodian; and satisfies such additional requirements as
may be prescribed, from time to time, by the Commission (National
Assembly, FRN, 2004:48).
As from the commencement of this Act, as provided in Section 46(a)-(g), pension funds
and assets shall only be held by pension funds custodian licensed by the Commission under this
Act. The custodian shall receive the total contributions remitted by the employer under section 11
of this Act on behalf of the pension fund administrator within 24 hours of the receipt of
contributions from any employer; notify the pension fund administrator within 24 hours of the
receipt of contributions from employer; hold pension funds and assets in safe custody on trust for
the employee and beneficiaries of the retirement savings account; on behalf of the pension fund
administrator, settle transactions and undertake activities relating to the administration of pension
fund investments including the collection of dividends and related activities; report to the
Commission on matters relating to the assets being held by it on behalf of any pension fund
administrator at such intervals as may be determined, from time to time, by the Commission;
undertake statistical analysis on the investments and returns on investments with respect to
pension funds in its custody and provide data and information to the pension fund administrator
and the Commission; and execute in favour of the pension fund administrator relevant proxy for
the purpose of voting in relation to the investments (National Assembly, FRN, 2004:48).
The following five financial institutions are the licensed pension fund custodians
authorized by the National Pension Commission (PenCom) to operate under the new scheme as at
30th June, 2007:
Table 2.9
APPROVED LIST OF LICENSED PENSION FUND CUSTODIANS
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S/No Pension Fund Custodians

Contact Address

1.

Diamond Pension Fund Custodian Ltd.

2.

First Pension Custodian Nigeria
Limited
*+Oceanic Pension Fund Custodian
Ltd.
UBA Pensions Custodian Limited

No. 1A Tiamiyu Savage Street, Victoria
Island, Lagos
No. 124 Awolowo Road, Ikoyi, Lagos

3.

Waterfront Plaza, No. 18A Ozumba Mbadiwe
Avenue, Victoria Island, Lagos
4.
Plot 22b Idowu Taylor Street
Victoria Island, Lagos
5.
Zenith Pensions Custodians Limited
No. 1 Samuel Manuwa Street, Off Bishop
Aboyade Cole Street, Victoria Island, Lagos
Source: National Pension Commission - PenCom 2009. *+Oceanic Pension Fund Custodian
Limited was distressed and its license had been revoked.
A pension fund custodian shall maintain all pension funds and assets in its custody to the
exclusive order of the relevant pension fund administrator. The Act provides that the custodian
shall not utilize any pension fund or assets in its custody to meet its own financial obligation to
any person whatsoever.
2.5.5 Closed Pension Fund Administrator
The new Act provides that any employer managing its pension fund that fall under section
39 of this Act shall apply to the Commission to be licensed as a closed pension fund administrator
to manage such pension fund either directly or through a wholly owned subsidiary of such
employer dedicated exclusively for the management of such pension fund, provided that all its
pension funds and assets are transferred to a custodian of its choice.

An applicant under

subsection (1) of section 40 may be licensed by the Commission as a closed pension fund
administrator if it holds a minimum pension funds and assets of N500,000,000 and above; and it
satisfies the requirements stipulated in Section 50 of this Act (cited earlier under this chapter on
page 70). Section 41 of the Act provides that “every employer licensed as closed pension fund
administrator to manage its pension funds and assets under section 40 of this Act shall be subject
to supervision and regulation by the National Pension Commission and shall be deemed to be
pension fund administrator and all provisions in this Act relating to the conduct and operations of
a pension fund administrator shall apply to it”.
Any employer with pension funds and assets of less than N500,000,000 that expresses a
desire to maintain its existing scheme shall have such pension scheme administered by a pension
fund administrator licensed under sections 44 and 50 of this Act (National Assembly, FRN,
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2004:45).

The list of licensed closed pension fund administrators by the National Pension

Commission include the following:
Table 2.10
LIST OF LICENSED CLOSED PENSION FUND ADMINISTRATORS
S/No
1

Closed Pension Fund Administrator
Chevron Closed Pension Fund
Administrator Limited

2.

Nestle Nigeria Trust Limited

3.

Nigeria Agip Closed Pension Fund
Administrator Limited

4.

Progress Trust CPFA Limited

5.

Shell Nigeria Closed Pension Fund
Administrator Limited

6.

Total (E & P) Nigeria Closed
Pension Fund Administrator Limited
UNICO Closed Pension Fund
Administrator Limited

7.

Contact Address
Obafunke Alade-Adeyefa, MD
SPG Complex (Agugi Bus Stop),
Lekki/Ajah Express Way, Lagos
Mr Adewale Abiodun Fakoya, MD
22/24, Industrial Avenue, Illupeju,
Lagos
Chudi N. Illoh, MD
258A, Etim Enyang Crescent, Victoria
Island, Lagos
Mrs H.T. Lawani, MD
No. 1 Abebe Village Road, Iganmu,
Lagos
Mrs Yemisi Ayeni, MD
1st Floor, C Wing, Bank of Industry
Building, 23 Marina, Lagos
Emmanuel Essien, MD, Plot 30, Kofo
Abayomi Street, Victoria Island, Lagos
Mrs Muhibat O.I. Abbas, MD
Niger House, 1-5 Odunlami Street,
Lagos

Source: http://www.pension.gov.ng/index
2.5.6 Reforms in Nigeria Social Insurance Trust Fund
The Pension Reform Act 2004 revolutionized pension management and administration in
Nigeria. The Act mandated the Nigeria Social Insurance Trust Fund (NSITF) to set up its own
pension fund administrator to compete with other pension fund administrators in the emerging
pensions industry, and also to manage the accumulated pension funds of current NSITF
contributors for a transitional period of five (5) years within which individual contributors would
avail themselves the opportunity of selecting pension fund administrators of their choice to
manage their retirement savings account. Section 42(1)-(3) of the 2004 Act stipulates that:
the Nigeria Social Insurance Trust Fund shall establish a company to
undertake the business of a Pension Fund Administrator in accordance
with this Act; the funds contributed to NSITF by any person before the
commencement of this Act together with any attributable income
thereof not required for the purpose of administering minimum pension
as determined by the Commission shall be computed and credited into
the respective retirement savings account to be opened by the NSITF
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for each contributor or beneficiary of the contributions made under the
NSITF Act 1993; and any contributor or beneficiary under the NSITF
Act shall, at least five (5) years after the commencement of this Act,
select the Pension Fund Administrator of his choice for the
management of the pension fund standing to his credit (National
Assembly, FRN, 2004:45).
Against this background, Trustfund Pension Plc was incorporated by the Nigeria Social
Insurance Trust Fund, in collaboration with other institutional investors and social partners, as a
Pension Fund Administrator, in accordance with the provisions of the Act. The sole business of
Trustfund Pension Plc is the administration and management of retirement savings (pension funds)
of its clients.

In its efforts to meet up with these challenges and be relevant to the new

dispensation in pension industry, the NSITF established two subsidiaries: Profund Securities
Limited (as asset management and stock broking company), and Profund Properties Limited (as
estate management and property development company) to explore the investment aspects of the
new pension administration with the accumulated funds. Section 42(4)-(6) provides that:
where any person who contributed any funds under the Nigeria Social
Insurance Trust Fund Act has retired before the commencement of this
Act, the funds due to him shall be paid to him in accordance with
Section 4 of this Act or in lump sum in accordance with the rules and
regulations of the Commission; where any person who contributed any
funds under the NSITF Act has died before the commencement of this
Act, the estate or beneficiaries of the deceased shall be paid the
entitlements of such deceased person subject to the law; and all pension
funds and assets held and managed by NSITF shall at the
commencement of this Act pursuant to rules made by the Commission
be transferred to a custodian (National Assembly, FRN, 2004:45).
The National Pension Commission, as the regulatory and supervisory organ, accepts direct
supervision of the transfer of the funds to the independent pension fund administrators of the
employees‟ choice through their respective pension funds custodians, and all necessary payments
under the Act.

Chapter 3
The New Contributory Pension Scheme Payment Mode
and Prompt and Regular Payment of Pensioners
3.1 Introduction
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The new contributory pension scheme was introduced to stem the unsustainable unfunded
old defined pension scheme. The old pension scheme was characterized by weak administration,
inadequate budget allocations, untimely release of the insufficient allocations which culminated in
huge arrears of pension benefits and particularly perpetuated irregular payment of pensioners their
legitimate pension rights. In the old pension system, pensioners were not paid their pension
benefits promptly and regularly due to corruption, mismanagement of pension funds and financial
constraints. The main thrust of the new pension reform is to ensure that every person who worked
in either the public service of the federation, federal capital territory or private sector receives his
or her retirement benefits as and when due; and to ensure that pensioners are not subjected to
untold suffering due to lack of regulatory and supervisory agency, inefficient and cumbersome
process of pension payment which characterized the old pension scheme. The main objective of
this chapter, therefore, is to determine whether the new contributory pension scheme payment
mode has ensured prompt and regular payment of pensioners in federal universities in SouthEastern Nigeria.
3.2 Data Presentation on Hypothesis I
After administration and collation of the questionnaires, the researcher observed that out
of 365 questionnaires administered to pensioners and employees under the new contributory
pension scheme in federal universities in South-Eastern Nigeria, 345 questionnaires were duly
completed and returned while 20 questionnaires were not returned. Out of 103 questionnaires
administered to employees of Pension Funds Administrators and Pension Funds Custodians, 81
questionnaires were duly completed and returned while 22 questionnaires were not returned. The
10 questionnaires administered to employees of the National Pension Commission were duly
completed and returned. Stanbic IBTC Pension Managers Limited withheld the 6 questionnaires
meant to be filled by its employees. The main objective of this chapter is to illustrate the data
generated on hypothesis one and to indicate the level of frequency of response and its significance
percentage on each variable so as to establish the mean and standard deviation. The mean value
enabled the researcher to take decision on whether the respondents agreed or disagreed on any
particular item.
3.3 Data Elicited from Retirees and Contributory Workers (Group I)
In the table below, the remarks “agreed” and “disagreed” are based on the mean of the
responses for each item. An item is deemed agreed if the mean value is 2.5 and above. However,
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an item is deemed disagreed if the mean value is less than 2.5. The following illustrate the data
elicited from retirees in the new contributory pension scheme and the contributory workers in
federal universities in South-Eastern Nigeria:
Table 3.1
Level of agreement indicated by pensioners and contributory workers on the statement that the new
contributory pension scheme payment mode ensures prompt and regular payment of pensioners in
federal universities in South-Eastern Nigeria
S/N
Items
SA
A
D
SD
Mean STD Remarks
1.
Pensioners
are
105
128
45
62
2.81 1.067 Agreed
being
paid
(30.9%)
(37.6%)
(13.2%)
(18.2%)
monthly pension
benefits promptly
2.
Pensioners
are
95
141
44
57
2.85
.977
Agreed
being
paid
(28.2%)
(41.8%)
(13.1%)
(16.9%)
monthly pension
benefits regularly
3.
Retirement bonds
59
159
62
56
2.64
.976
Agreed
redemption funds
(17.6%)
(47.3%)
(18.5%)
(16.7)
ensures
prompt
payment
of
pensioners
4.
Retirement bonds
53
162
48
61
2.64
.968
Agreed
redemption funds
(16.4%)
(50.0%)
(14.8%)
(17.7%)
ensures
regular
payment
of
pensioners
5.
Pensioners start to
45
151
68
71
2.52
.963 Agreed
receive pension
(13.4%)
(45.1%)
(20.3%)
(21.2%)
benefits after 6
months
waiting
period
6.
Pensioners
are
47
145
71
74
2.50
.976 Agreed
promptly enrolled
(13.9%)
(43.0%)
(21.1%)
(22.0%)
for
pension
benefits
immediately on
retirement
7.
Abolition
of
49
152
66
72
2.54
.964 Agreed
gratuity
has
(14.5%)
(44.8%)
(19.5%)
(21.2%)
stemmed
down
pension liabilities
and
ensures
regular payment
of
pension
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8.

9.

10.

benefits
Contributory
pension scheme
guarantees
availability
of
funds for prompt
payment
of
pensioners.
Contributory
pension scheme
guarantees
availability
of
funds for regular
payment
of
pensioners.
Independent
management
of
pension funds by
pension
funds
administrator and
custodian
guarantees
availability
of
funds for payment
of pensioners.

88
(25.8%)

173
(50.7%)

36
(10.6%)

44
(12.9%)

2.92

.897

Agreed

91
(26.9%)

176
(52.1%)

37
(10.9%)

34
(10.1%)

2.95

.899

Agreed

59
(17.4%)

174
(51.3%)

43
(12.7%)

63
(18.6%)

2.73

.894

Agreed

The above table indicates that all the respondents agreed on the ten items in responding to the
hypothesis that “the new contributory pension scheme payment mode has ensured prompt and
regular payment of pensioners in federal universities in South-Eastern Nigeria”.

Retirement

bonds redemption funds and contributory pension scheme guarantee availability of fund and
prompt enrollment of pensioners for prompt and regular payment of pension benefits.
Respondents also agreed that abolition of gratuity has stemmed down pension liabilities and
ensures availability of fund and regular payment of pension benefits through independent
management of pension funds by licensed operators.
3.4 Data Elicited from Pension Fund Administrators/Custodians (Group 2)
In the table below, the remarks “agreed” and “disagreed” are based on the mean of the
responses for each item. An item is deemed agreed if the mean value is 2.5 and above. However,
an item is deemed disagreed if the mean value is less than 2.5. The following illustrate the data
elicited from pension fund administrators and pension fund custodians who have been
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administering the new contributory pension scheme of employees of federal universities in SouthEastern Nigeria:
Table 3.2
Level of agreement indicated by Pension Fund Administrators and Pension Fund Custodians
on the statement that the new contributory pension scheme payment mode ensures prompt
and regular payment of pensioners in federal universities in South-Eastern Nigeria
S/N
1.

2.

3.

4.

5.

6.

7.

8.

Items
Pensioners are paid
monthly or quarterly
pension benefits
promptly.
Pensioners are paid
monthly or quarterly
pension benefits
regularly.
Retirement
bonds
redemption funds ensures
prompt
payment
of
pensioners
Retirement
bonds
redemption funds ensures
regular
payment
of
pensioners
Pensioners are promptly
enrolled
for
monthly/quarterly
pension
benefits
immediately after the six
months waiting period
Contributory
pension
scheme
guarantees
availability of funds for
prompt
and
regular
payment
of
pension
benefits to pensioners.
Management of pension
funds by independent
pension
funds
administrators
and
custodians
guarantees
availability of funds for
prompt
and
regular
payment of pensioners.
Retirement
bonds

SA
59
(72.8%)

A
22
(27.2%)

D

62
(76.5%)

17
(21.0%)

33
(43.4%)

39
(51.3%)

4
(5.3%)

25
(36.8%)

38
(55.9%)

4
(5.9%)

21
(28,8%)

36
(49.3%)

9
(12.3%)

61
(76.3%)

19
(23.8%)

61
(76.3%)

17
(21.3%)

1
(1.3%)

17

47

6

SD

Mean
3.73

STD Remarks
.448 Agreed

2
(2.5%)

3.74

.494

Agreed

3.33

.737

Agreed

1
(1.5%)

3.24

.755

Agreed

7
(9.6%)

2.95

.941

Agreed

3.76

.428

Agreed

1
(1.3%)

3.73

.551

Agreed

1

3.06

.773

Agreed
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9.

10.

11.

redemption
funds
is
promptly accessed on
retirement
Remittances
from
employers
on
staff/employers‟
contribution to retirement
fund are
always
inaccurate due to under
cast of the total sum
remitted.
Retirement benefits of
deceased workers or
pensioners are easily
accessed
by
their
survivors.
Consolidated funds of the
scheme
will
ensure
sustainability
of
the
project for prompt and
regular
payment
of
pension benefits.

(21.0%)

(66.2%)

(8.5%)

(1.4%)

5
(6.6%)

16
(21.1%)

29
(38.2%)

26
(34.2%)

1.96

.930

Disagreed

13
(16.5%)

44
(55.7%)

12
(15.2%)

10
(12.7%)

2.73

.916

Agreed

26
(35.1%)

42
(56.8%)

4
(5.4%)

2
(2.7%)

3.22

.745

Agreed

In the table above, the outcome of the data generated shows that the respondents agreed on
all the items except item number 9 in responding to the hypothesis that “the new contributory
pension scheme payment mode has ensured prompt and regular payment of pensioners in federal
universities in South-Eastern Nigeria”. This expression of agreement above is high with 90.90%.
Retirement bonds redemption funds and contributory pension scheme guarantee availability of
fund and prompt enrollment of pensioners for prompt and regular payment of pension benefits.
Monthly remittance on employee/employer contribution to retirement savings account is mostly
accurate. Where there is under-payment, Pension Fund Administrator and the employer must
quickly correct the mistake and inform the employee accordingly. Respondents also agreed that
survivors of deceased workers or pensioners easily accessed retirement benefits of the deceased.
Consolidated funds of the scheme guarantees sustainability and availability of funds for regular
payment of pension benefits through independent management of pension funds by licensed
operators.
3.5 Data Elicited from National Pension Commission (PenCom) (Group 3)
In the table below, the remarks “agreed” and “disagreed” is based on the mean of the
responses for each item. An item is deemed agreed if the mean value is 2.5 and above. However,
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an item is deemed disagreed if the mean value is less than 2.5. The following illustrate the data
elicited (on the three hypotheses) from the National Pension Commission, the supervisory and
regulatory agency of all pension matters in Nigeria, including the new contributory pension
scheme in federal universities in South-Eastern Nigeria:
Table 3.3
Level of agreement indicated by employees of National Pension Commission on the statement that
the new contributory pension scheme payment mode ensures prompt and regular payment of
pensioners in federal universities in South-Eastern Nigeria
S/N
Items
SA
A
D
SD
Mean STD Remarks
1. Pensioners are paid
7
3
3.70 .483 Agreed
monthly or quarterly
(70.0%) (30.0%)
pension benefits promptly.
2. Pensioners are paid
8
2
3.80 .422 Agreed
monthly or quarterly
(80.0%) (20.0%)
pension benefits regularly.
3. Retirement
bonds
4
6
3.40 .516 Agreed
redemption funds ensures (40.0%) (60.0%)
prompt
payment
of
pensioners
4. Retirement
bonds
6
3
3.67 .500 Agreed
redemption funds ensures (66.7%) (33.3%)
regular
payment
of
pensioners
5. Pensioners are promptly
1
5
3.17 .408 Agreed
enrolled
for (16.7%) (83.3%)
monthly/quarterly pension
benefits immediately after
the six months waiting
period
6. Contributory
pension
8
2
3.80 .422 Agreed
scheme
guarantees (80.0%) (20.0%)
availability of funds for
prompt
and
regular
payment
of
pension
benefits to pensioners.
7. Management of pension
10
4
.000 Agreed
funds by independent (100%)
pension
funds
administrators
and
custodians
guarantees
availability of funds for
prompt
and
regular
payment of pensioners.
8. Retirement
bonds
5
4
1
3.40 .699 Agreed
96

9.

10.

11.

redemption
funds
is
promptly accessed on
retirement
Remittances
from
employers
on
staff/employers‟
contribution to retirement
fund are
always
inaccurate due to under
cast of the total sum
remitted.
Retirement benefits of
deceased
workers
or
pensioners
are easily
accessed
by
their
survivors.
Consolidated funds of the
scheme
will
ensure
sustainability
of
the
project for prompt and
regular
payment
of
pension benefits.

(50.0%)

(40.0%)

(10.0%)

5
(50.0%)

5
(50.0%)

1.50

.527

Disagreed

1
(10.0%)

2.90

.876

Agreed

3.40

.966

Agreed

2
(20.0%)

6
(60.0%)

1
(10.0%)

6
(60.0%)

3
(30.0%)

1
(10.0%)

The above table indicates that the respondents agreed on all the items except item number
9 in responding to the hypothesis that “the new contributory pension scheme payment mode has
ensured prompt and regular payment of pensioners in federal universities in South-Eastern
Nigeria”. The research revealed that where an employer remits payments on behalf of the
employees with underpayment, such employer is made, through administrative processes, to pay
up the remaining balance through separate voucher within a specified period. The interview
conducted revealed that the incident of underpayment does not occur always. Respondents agreed
that retirement bonds redemption funds is promptly accessed on retirement and

retirement

benefits of deceased workers or pensioners are easily accessed by their survivors. Pensioners are
promptly enrolled for monthly/quarterly pension benefits immediately after the six months waiting
period. Contributory pension scheme guarantees availability of funds for prompt and regular
payment of pension benefits to pensioners. Management of pension funds by independent pension
funds administrators and custodians guarantees availability of funds for prompt and regular
payment of pensioners. It is evident from the study that pensioners receive their retirement
benefits promptly and regularly.
3.6 Data Analysis of Hypothesis I
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This chapter also analyzed the data generated through the test of first hypothesis which
states that “the new contributory pension scheme payment mode has ensured prompt and regular
payment of pensioners in federal universities in South-Eastern Nigeria”.

There are three

categories of respondents in this study identified as groups 1 - 3. T-test was used to test the
hypothesis. The probability-value of the t-test determined the result under remarks. The main
objective of analyzing the data is to establish whether or not the hypothesis have been validated.
Each analysis illustrated the t-test of the hypothesis and the result of the hypothesis tested is
summarized under each table.
3.7 Test of Hypothesis 1 (Groups 1 – 3)
Table 3.4
Hypothesis 1 Tested
Group

Hypothesis

Agree

Disagree

T

P-Value

Remarks

1

H.1

2.85±0.44

1.76 ± 0.311

18.274

0.000

Accepted

2

H.1

3.24±.344

2.36

2.542

.013

Accepted

3

H.1

Agree

Agree

Agree

Agree

3

3

3

4

4

3

4

3

3

Accepted
4

3.7.1 Result of Hypothesis 1 Tested
H.1:

The first hypothesis of this study is stated as “The new contributory pension scheme

payment mode has ensured prompt and regular payment of pensioners in federal universities in
South-Eastern Nigeria‟‟.
(a) Group 1: This hypothesis is accepted because the p-value of the t–test conducted using the
hypothesis is 0.000, which is less than 0.05.
(b) Group 2: This hypothesis is accepted because the p-value of the t-test conducted using the
hypothesis is .013, which is less than 0.05.
(c) Group 3: The outcome of the responses indicates that there is a unanimous agreement
amongst the respondents on all the variables, except item number 9 which is negligible.
Therefore, there is nothing to compare in this case because the negligibility of the variable in
the overall mean makes the value of “disagreed” response minute. As a result, t-test was not
conducted and no p-value (probability value) result was obtained. The hypothesis was
accepted.
3.8 Introduction of Research Findings on Hypothesis 1
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The issues raised in the questionnaires, interviews conducted and literature reviewed on the
subject are the thesis of this sub-heading. The objective of this discussion is to highlight those
indicators that validated the first hypothesis and align them with the provisions of the Act as it
relates to the activities of Pension Fund Administrators and Pension Fund Custodians in the new
contributory pension scheme. The discussion also focused on the role of the National Pension
Commission in its statutory duty of supervising and regulating the functions of these operators to
conform with the provisions of the Act. The questionnaires underscored most disturbing issues
pensioners and contributory workers have been complaining about. The discussions centred
mostly on the findings based on the main indicators as contained in the first hypothesis that guided
the work, as well as the findings during the interviews conducted.
3.9

Discussion of Research Findings on Hypothesis 1
Hypothesis I states that “the new contributory pension scheme payment mode ensures

prompt and regular payment of pensioners in federal universities in South-Eastern Nigeria”. The
researcher conducted interview with the pension funds administrators, pension funds custodians,
and the National Pension Commission employees to strengthen the hypothesis. The interactive
sessions and the result derived from the analysis of the data generated revealed that retirees,
contributory workers, pension fund administrators, pension fund custodians, and the National
Pension Commission agreed unanimously that pensioners in federal universities in South Eastern
Nigeria are being paid their pension benefits promptly and regularly in contrast to untimely release
of budgetary allocations for payment of pension benefits in the old unfunded defined scheme. This
is a healthy development to pensioners under the new scheme because it is better than what was
being practiced in the old unfunded defined pension scheme. Retirees in the old pension scheme
are suffering irregular payment of pension benefits due to official misconduct, mismanagement of
the pension fund and other vices. The promptness and regularity of payment of retirement benefits
in the new scheme is guaranteed by the retirement bonds redemption funds not annual budgetary
provision prevalent in the old pension scheme. There is a general agreement amongst respondents
that the availability of the fund for prompt and regular payment of pension benefits is also
guaranteed by the independent management of the scheme by licensed pension fund administrators
and pension fund custodians. This practice is a total departure from what is being practiced in the
old pension scheme where government solely administer pension matters without a supervisory
and/or regulatory agency. Mr J.O. Kehinde of the UBA Pension Custodian Limited affirmed that
great success had been recorded particularly in the area of prompt and regular payment of pension
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benefits. The Stanbic IBTC Pension Limited espoused this success story as its representative said
their clients are paid pension benefits as and when due, and this has made their clients to have
confidence in the operation of the organization. He claimed that this is attracting more prospective
clients to identify with the company. Mrs Dayo Pratt of Leadway Pension Limited explained that
payment of pension benefits is made in their organization between 18 and 19 of every month, and
this has ensured prompt and regular payment of pension benefits to their clients. Mrs Funmi
Femi-Obalemo, Head of Corporate Communication of Premium Pension Limited stated that
prompt and regular payment of pension benefits to retirees coupled with alert services on notice to
clients on their retirement savings account is a huge success on their service record. She asserted
that availability of long term fund creates employment of labour, and the huge pool of funds in
their disposal gives them the impetus to dictate interest rates on all investments.
Respondents also agreed that abolition of gratuity has stemmed down pension liabilities
and ensures payment of pension benefits and the new contributory pension scheme guarantees
availability of funds for regular payment of pension benefits to pensioners in federal universities
in South Eastern Nigeria. Pension gratuity of 300% terminal emolument of employee in the old
defined pension benefits is better than the 25% bulk withdrawal from the RSA because the total
amount of money involved is bigger. But it takes years before beneficiaries receive their due,
therefore, many retirees do not receive their pension rights before their death.

The general

contention amongst the retirees under the new scheme is that the sum being remitted to them on
monthly or quarterly basis (as the case may be) as pension benefits is grossly inadequate to take
care of them sufficiently. As a result, there is a general disenchantment among the pensioners
about the schedule of payment. Mrs Dayo Pratt of Leadway Pension Limited explained that both
pensioners and the contributory workers are not happy with the schedule of payment of retirement
benefits. Hence, agitations from their clients for a review of the Act, particularly on benefit
calculation. She pointed out that some pensioners, out of ignorance or sheer desperation, demand
for 100% bulk withdrawal of their credit balance in their retirement savings account, while others
ask for at least 50% instant bulk withdrawal without reference to the provisions of the Act. Such
ignorant clients, she stressed, cast doubts about the genuineness of the pension fund
administration. Mrs Lanike Fadairo, the Chief Compliance Officer of Sigma Pensions Limited
explained that some contributors are adamant to adhere to the provisions of the new Act. She
argued that some pensioners are conversant with the policy on pension benefits, but due to their
lack of saving culture, they insist on receiving all credit balance in their retirement savings account
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(RSA) at once. According to her, the provisions of the Act is explicit enough for them to
understand, but they prefer to feign ignorance. Mrs Femi-Obalemo stated that ignorance of the Act
and clients‟ reluctance to embrace the provisions of the Act are some of the major constraints in
the pension industry.
Ahmad Abubakar of ARM Pension Managers (PFA) Limited supported the above
submission as he pointed out that the major problem facing the pension industry is lack of
knowledge of the scheme among workers and pensioners. This generates feelings of misgivings
with the new scheme as pensioners are no longer paid any gratuity. He pointed out that the 25%
lump sum bulk withdrawal does not replace gratuity. Rather, the abolition of gratuity has stemmed
down pension liabilities on the part of government, and enthroned prompt and regular payment of
pension benefits as against what was obtainable in the defined pay-as-you-go pension scheme.
Stanbic IBTC Pension Limited was of the view that low level of education and poor understanding
among the highly educated ones create fear of whether clients would receive their contributed
money on retirement. There is a serious gap in communication between the pension fund
administrators and their clients. Creation of awareness amongst workers and pensioners is a
statutory function of the National Pension Commission and the Pension Fund Administrators
themselves. Workers are ignorant of the scheme because they have not been sufficiently educated
about the existence and the benefits of the new contributory pension scheme. According to the
researcher‟s interviewees, lack of information is the major constraint in the pension industry.
The research revealed that federal government is paying its own part of the scheme and
pensioners in federal universities in South-Eastern Nigeria are promptly enrolled for pension
benefits immediately on retirement, and they commence to receive pension benefits after 6 months
waiting period, provided that the retiree completed the necessary documentation as required. Mrs
Dayo Pratt of Leadway Pension Limited pointed out that some pensioners suffer avoidable delays
in receiving their benefits because some of them, out of ignorance, filled more than one retirement
application form with different Pension Fund Administrators. In such cases, she pointed out, the
personal identification number (PIN) determines the first pension fund administrator the client
filled the form with, irrespective of how many forms she or he filled with whosoever. According
to her, multiple applications do not matter as far as the client has a pin on the first registration.
Mr. J.O. Kehinde of the UBA Pension Fund Custodian argued that such confusion created by
multiple registration is done out of ignorance, coupled with inadequate completion of the
necessary forms committed out of carelessness and/or poor level of education of the applicant.
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Until the mess is sorted out, the individual concerned will not receive any pension benefit. Such
clients, Mrs. Pratt stressed, most often claim that they do not know where their money was
deposited or who is safe keeping their retirement contributions since no retirement savings account
had been opened for such problem clients. Mr Dele Afolayan, Manager Operations, Zenith
Pensions Custodian said that the pension industry is lacking awareness. There is no clear cut
platform to capture the beneficiaries as no data bank with individual personal profile exists. He
highlighted a scenario where employers will remit employees‟ benefits by e-payment without
uploading the schedule at the same time, and the money so remitted will hang endlessly because
there is neither identity nor particulars of the beneficiaries to facilitate crediting their retirement
savings account. Mr. Afolayan used the medium to urge employers to upload payment schedule
along with the principal remittance to facilitate processing of the payment. Stanbic IBTC Pension
Limited explained that the Relationship Managers of the zone the complaints are received have the
responsibility to resolve such issues with the employers concerned and inform the complainants
accordingly. The retiree/s involved would then be guided by the Pension Fund Administrator
concerned to fill the form as appropriate.
On the issue of the role of the federal government in the new contributory pension scheme,
the interviewees disclosed with documentary evidence that federal government, as the employer of
university staff, is paying its own part of the contributory scheme. This statement of fact, as
unanimously demonstrated by the key pension players, is reflected in the monthly or quarterly
statement of account issued by the respective pension fund administrator to its clients as evident in
appendix VII of this work.
From the foregoing, it has been established that the new contributory pension scheme
payment mode ensures prompt and regular payment of pensioners in federal universities in SouthEastern Nigeria.

Chapter 4
Investment of the Contributory Pension Funds and Enhanced
Pension Benefits to Pensioners
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4.1 Introduction
The Pension Reform Act 2004 was promulgated to assist individuals by ensuring that they
save to cater for their livelihood during old age, when the body would not be fit to work and
thereby reducing old age poverty. Enhancement of pension benefits through pension fund
investment returns is one of the ingredients of the new pension package which the old pension
scheme does not possess. Unlike the old pension scheme, the new contributory pension fund
investment returns ensures availability of funds, sustainability of the scheme and it increases credit
balance of pensioners RSA and elongates the period pensioners receive pension benefits promptly
and regularly. The main objective of this chapter is to determine whether the investment of the
contributory pension funds has generated additional pension benefits to pensioners in federal
universities in South-Eastern Nigeria.
4.2 Data Presentation on Hypothesis II
After administration and collation of the questionnaires, the researcher observed that out
of 365 questionnaires administered to pensioners and employees under the new contributory
pension scheme in federal universities in South-Eastern Nigeria, 345 questionnaires were duly
completed and returned while 20 questionnaires were not returned. Out of 103 questionnaires
administered to employees of Pension Funds Administrators and Pension Funds Custodians, 81
questionnaires were duly completed and returned while 22 questionnaires were not returned. The
10 questionnaires administered to employees of the National Pension Commission were duly
completed and returned. Stanbic IBTC Pension Managers Limited withheld the 6 questionnaires
meant to be filled by its employees. The main objective of this chapter is to illustrate the data
generated on hypothesis two and to indicate the level of frequency of response and its significance
percentage on each variable so as to establish the mean and standard deviation. The mean value
enabled the researcher to take decision on whether the respondents agreed or disagreed on any
particular item.
4.3 Data Elicited from Retirees and Contributory Workers (Group I)
In the table below, the remarks “agree” and “disagree” are based on the mean of the
responses for each item. An item is deemed agreed if the mean value is 2.5. The following
illustrate the data elicited from retirees in the new contributory pension scheme and the
contributory workers in federal universities in South-Eastern Nigeria:
Table 4.1
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Level of agreement indicated by pensioners and contributory workers on the statement that
the investment of the contributory pension funds has generated additional pension benefits
to pensioners in federal universities in South-Eastern Nigeria
S/N
Items
1.
Pensioners are paid

SA
18
(5.9%)

A
75
(24.7%)

D
115
(37.8%)

SD
96
(31.6%)

Mean
1.99

STD
.930

Remarks
Disagreed

30
(9.1%)

111
(33.5%)

86
(26.0%)

104
(31.4%)

2.26

.946

Disagreed

12
(3.6%)

58
(17.2%)

153
(45.4%)

114
(33.8%)

1.79

.852

Disagreed

The initial 25% bulk
withdrawal from the
Retirement Savings
Account
on
attainment of 50
years
after
six
months
waiting
period
is
an
improved package to
retirees.
The
new
contributory pension
scheme forms part of
tax
deductible
expenses and it is an
additional pension
benefit
to
pensioners.

40
(11.8%)

145
(42.8%)

68
(20.1%)

86
(25.4%)

2.46

.943

Disagreed

20
(5.9%)

119
(35.2%)

101
(29.9%)

98
(29.0%)

2.17

.928

Disagreed

6.

The
retirement
benefits
bond
redemption funds
is an additional
pension benefit to
retirees.

27
(8.0%)

139
(41.0%)

98
(28.9%)

75
(22.1%)

2.28

.971

Disagreed

7.

The monthly pension
benefit in the new
contributory pension
scheme is higher

47
(13.7%)

87
(25.4%)

82
(24.0%)

126
(36.8%)

2.29

.981

Disagreed

2.

3.

4.

5.

interest accruing
from
their
investments.
Interest accrued to
pensioners
is
reflected
in
Pension
Funds
Administrator‟s
monthly/quarterly
statement
of
account
on
individual
retirement savings
account .
Pensioners receive
bonus shares from
investments.
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8.

9.

than
what
was
obtainable in the old
defined
pension
benefits scheme due
to investment of
retirement savings.
The
programmed
payment of monthly
defined contributory
pension scheme does
not last for life in
favour
of those
retirees who might
outlive the estimated
life
span
of
pensioners.
Payment of 5% of
employee‟s annual
emolument as life
insurance premium
by the employer is a
source of additional
income
to
pensioners.

135
(39.9%)

105
(31.1%)

37
(10.9%)

61
(18.0%)

3.00

1.010 Agreed

33
(9.9%)

152
(45.5%)

76
(22.8%)

73
(21.9%)

2.43

.949

Disagreed

As indicated in the above table, the respondents disagreed on items number 1 - 7 and 9, while they
agreed on item number 8 in responding to the hypothesis that “the investment of the contributory pension
funds has generated additional pension benefits to pensioners in federal universities in South-Eastern
Nigeria”. The response reflected the face-value of the monthly/quarterly statement of account of retirement
savings account holders. The interview conducted revealed that the returns on investment that is being
credited to employees‟ and retirees‟ RSA does not reflect explicitly as “investment returns” on their
monthly pension benefits nor quarterly statement of account, since such additional income is being credited
to their RSA to elongate the period a pensioner would enjoy the pension benefits. The beneficiaries and
potential retirees are not properly sensitized and/or adequately educated to possess sufficient knowledge on
how the new pension scheme operates and what they stand to gain. The respondents agreed that the
programmed payment of monthly defined contributory pension scheme does not last for life and payment
of 5% of employee‟s annual emolument for three years as life insurance premium by the employer is
payable at the death of the employee while in active service. Once the employee retires from active service
the life insurance premium ceases to exist automatically.

4.4 Data Elicited from Pension Fund Administrator and Pension Fund Custodian (Group II)
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In the table below, the remarks “agree” and “disagree” are based on the mean of the
responses for each item. An item is deemed agreed if the mean value is 2.5. The following
illustrate the data elicited from retirees in the new contributory pension scheme and the
contributory workers in federal universities in South-Eastern Nigeria:
Table 4.2
Level of agreement indicated by Pension Fund Administrators and Pension Fund Custodians on
the statement that the investment of the contributory pension funds has generated additional
pension benefits to pensioners in federal universities in South-Eastern Nigeria
S/N
Items
SA
A
1.
Pensioners are paid
55
16
interest
accruing
(72.4%)
(21.1%)
from
their
investments.
Interest to pensioners‟ 54(69.2%) 19(24.4%)
2.

D
4
(5.3%)

SD
1
(1.3%)

Mean
3.61

STD
.767

Remarks
Agreed

4(5.1%)

1(1.3%)

3.58

.765

Agreed

contribution reflects in
Pension
Fund
Administrator‟s
monthly or quarterly
statement of account
on retirement savings
account .

3.

Pensioners receive
bonus shares from
investments.

17
(24.6%)

21
(30.4%)

19
(27.5%)

12
(17.4%)

2.52

1.145 Agreed

4.

The initial 25% bulk
withdrawal from the
RSA on attainment of
50 years after six
months waiting period
is
an
improved
package to retirees.
The contribution under
the
new
pension
scheme forms part of
tax
deductible
expenses as additional
pension benefits to
retirees.
The retirement benefits
bond redemption funds
is
an
additional
pension benefit to
retirees.

25
(34.7%)

33
(45.8%)

8
(11.1%)

6
(8.3%)

3.04

.941

Agreed

2.75

.975

Agreed

Agreed

5.

6.

7.

The
monthly
pension benefit in
the new contributory
pension scheme is
higher than what
was obtainable in the
old defined pension
benefits scheme due

15(22.4%) 30(44.8%) 10(14.9%) 12(17.9%)

11
(17.5%)

27
(42.9%)

12
(19.0%)

13
(20.6%)

2.59

.994

22
(29.3%)

29
(38.7%

18
(24.0%)

6
(8.0%)

2.73

1.131 Agreed
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8.

9.

to
the
fund‟s
investment.
The
programmed
payment of monthly
defined contributory
pension
benefits
does not last for life
in favour of those
retirees who might
outlive the estimated
life
span
of
pensioners.
Payment of 5% of
employee‟s annual
emolument for three
years
as
life
insurance premium
by the employer is a
source of additional
income
to
pensioners.

25
(34.2%)

32
(43.8%)

10
(13.7%)

6
(8.2%)

2.99

.993

Agreed

15
(21.1%)

36
(50.7%)

8
(11.3%)

12
(16.9%)

2.82

.899

Agreed

The table above indicates that the respondents agreed on all the items in responding to the
hypothesis that “the investment of the contributory pension funds has generated additional pension
benefits to pensioners in federal universities in South-Eastern Nigeria”. This is in agreement with
the responses generated through the interview of key players in pension industry which revealed
that pension fund investors receive returns. Such returns on investments is proportionately credited
to

the retirement savings account of every beneficiary based on the credit balance of the

retirement savings account at the point of any investment. The retirement benefits bond
redemption funds serves as an additional pension benefit to retirees because it is tax free.
Respondents agreed that the monthly pension benefit in the new scheme is higher than what was
obtainable in the old pension scheme. Although the benefit in the new scheme does not last for
life. Therefore, those pensioner who might outlive the estimated life span would be stripped of
economic power and social relevance at weak-old-age and dumped into servitude state.
4.5 Data Elicited from National Pension Commission Employees (Group III)
In the table below, the remarks “agree” and “disagree” are based on the mean of the
responses for each item. An item is deemed agreed if the mean value is 2.5. The following
illustrate the data elicited from employees of National Pension Commission in the new
contributory pension scheme in federal universities in South-Eastern Nigeria:
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Table 4.3
Level of agreement indicated by employees of National Pension Commission on the
statement that the investment of the contributory pension funds has generated additional
pension benefits to pensioners in federal universities in South-Eastern Nigeria
S/N
1.

2.

3.
4.

5.

6.

7.

8.

9.

Items
Pensioners are paid interest
accruing
from
their
investments.
Interest to pensioners‟
contribution reflects in
Pension
Fund
Administrator‟s monthly or
quarterly statement
of
account
on
retirement
savings account .
Pensioners receive bonus
shares from investments.
The initial 25% bulk
withdrawal from the RSA
on attainment of 50 years
after six months waiting
period is an improved
package to retirees.
The contribution under the
new pension scheme forms
part of tax deductible
expenses as additional
pension benefits to retirees.
The retirement benefits
bond redemption funds is
an
additional
pension
benefit to retirees.
The
monthly
pension
benefit
in
the
new
contributory
pension
scheme is higher than what
was obtainable in the old
defined pension benefits
scheme due to the fund‟s
investment.
The programmed payment
of
monthly
defined
contributory
pension
benefits does not last for
life in favour of those
retirees who might outlive
the estimated life span of
pensioners.
Payment
of
5%
of
employee‟s
annual

SA
7
(70.0%)

A
3
(30.0%)

D

SD

10
(100%)

Mean
3.70

STD
.483

Remarks
Agreed

4.00

.000

Agreed

3.17

1.169 Agreed

3.00

1.414 Agreed

3
(50.0%)
2
(50.0%)

2
(33.3%)
1
(25.0%)

1
(16.7%)
1
(25.0%)

3
(30.0%)

3
(30.0%)

2
(20.0%)

2
(20.0%)

2.70

1.160 Agreed

2
(28.6%)

2
(28.6%)

1
(14.3%)

2
(28.6%)

2.57

1.272 Agreed

7
(77.8%)

1
(11.1%)

1
(11.1%)

2.67

.707

5
(50.0%)

2
(20.0%)

1
(10.0%)

2.70

1.059 Agreed

1
(16.7%)

2
(33.3%)

2.83

1.329 Agreed

2
(20.0%)

3
(50.0%)

Agreed
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emolument for three years
as life insurance premium
by the employer is a source
of additional income to
pensioners.

The above table shows that the respondents agreed on all the items in responding to the
hypothesis that “the investment of the contributory pension funds has generated additional pension
benefits to pensioners in federal universities in South-Eastern Nigeria”. Such returns on
investment is additional pension benefits. All retirement savings account (RSA) holders are
credited with the returns on investment based on the credit balance of the RSA at the point of any
investment. Respondents agreed that the payment of 5% of employee‟s annual emolument for three
years as life insurance premium by the employer is a source of additional income to survivors of
workers who died in active service. The insurance premium ceases to exist as soon as one retires
from active service. They also agreed that pensioners receive bonus shares from investments like
any other share holder of the organization. The bonus shares are issued in the corporate name of
the Pension Fund Administrator. The Administrator holds the shares on trust on behalf of its
clients. Respondents agreed that returns on investments reflect in Pension Fund Administrator‟s
monthly or quarterly statement of account on retirement savings account even though it does not
reflect explicitly as “returns on investments” .
4.6 Data Analysis of Hypothesis II
This chapter analyzed the data generated through the test of second hypothesis which states
that “the investment of the contributory pension funds has generated additional pension benefits to
pensioners in federal universities in South-Eastern Nigeria”. There are three categories of
respondents in this study identified as groups 1 - 3. T-test was used to test the hypothesis. The
probability-value of the t-test determined the result under remarks.

The main objective of

analyzing the data is to establish whether or not the hypothesis have been validated. The analysis
illustrated the t-test of the hypothesis and the result of the hypothesis tested is summarized under
the table.

4.7 Test of Hypothesis 2
Table 4.4
Hypothesis II Tested
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Group

Hypothesis

Agree

Disagree

T

P-Value

Remarks

1

H.2

2.61±.351

1.77±.235

23.702

0.000

Accepted

2

H.2

3.16±.376

2.19±.228

9.285

0.000

Accepted

3

H.2

Agree

Accepted

Agree

3

3

4

Agree

2

3

Agree

3

3

3

3

3

4.7.1 Result of Hypothesis 2 Tested
H.2:

The second hypothesis of this study is stated as “the investment of the contributory

pension funds has generated additional pension benefits to pensioners in federal universities
in South-Eastern Nigeria”.
(a) Group 1: This hypothesis is also accepted since the p-value of the t-test conducted using
the hypothesis is 0.000, which is less than 0.05.
(b) Group 2: This hypothesis is also accepted because the p-value of the t-test conducted
using the hypothesis is .000, which is less than 0.05.
(c)

Group 3: The outcome of the responses indicates that there is a unanimous agreement

amongst the respondents on all the variables. There is nothing to compare in this case.
Therefore, t-test was not conducted and no p-value (probability value) result for hypothesis 2
in Group 3. The hypothesis was accepted.
4.8 Introduction of Research Findings on Hypothesis 2
The issues raised in the questionnaires, interviews conducted and literature reviewed on
the subject are the thesis of this sub-heading. The objective of this discussion is to highlight those
indicators that validated the second hypothesis and align them with the provisions of the Act as it
relates to the activities of Pension Fund Administrators and Pension Fund Custodians in the new
contributory pension scheme. The discussion also focused on the role of the National Pension
Commission in its statutory duty of supervising and regulating the functions of these operators to
conform with the provisions of the Act. The questionnaires underscored most disturbing issues
pensioners and contributory workers have been complaining about. The discussions centred
mostly on the findings based on the main indicators as contained in the three hypotheses that
guided the work, as well as the findings during the interviews conducted.
4.9

Discussion of Research Findings on Hypothesis 2
Hypothesis 2 states that “the investment of the contributory pension funds has generated

additional pension benefits to pensioners in federal universities in South-Eastern Nigeria”. The
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interactive sessions and the result derived from the analysis of the data generated on hypothesis
two revealed that retirees, contributory workers, pension fund administrators, pension fund
custodians, and the National Pension Commission agreed that pensioners in federal universities in
South-Eastern Nigeria are being paid returns on investments; and such returns is reflected in
Pension Funds Administrator‟s monthly or quarterly statement of account on individual
retirement savings account. Some respondents disagreed that pensioners are being paid returns on
investment as there is no clear indication of such entries in the RSA statement of account.
Investment of pension fund is not practicable in the old scheme because it is unfunded and no
accumulated pension fund for investment. Ahmad Abubakar of ARM Pension Managers (PFA)
Limited confirmed that returns is earned from investments and the Pension Fund Administrators
credit to each contributor‟s retirement savings account a percentage of the returns based on the
RSA credit balance at the point of investment. The returns increase the credit balance of
retirement savings account of each contributory worker or retiree but no explicit entries tagged
“returns on investments” in the RSA. He pointed out that the beneficiaries of investment returns
do not receive increased monthly or quarterly pension. Rather, such returns is used to elongate
the number of years the retiree will receive monthly or quarterly pension benefits. For example, a
pensioner who has been scheduled to receive monthly or quarterly pension benefits for twenty
years, due to investment returns credited in his or her RSA, may be rescheduled to receive his/her
monthly/quarterly pension benefits for twenty-five years or more. Abubakar also pointed out that
workers are encouraged to embark on additional voluntary contribution (AVC) to increase their
retirement savings account credit balance and earn improved and elongated pension benefit,
instead of hoping on investment returns alone for improved pension benefit.
Tonie Nwume, Chief Operating Officer and Chikezie Azoro, Head, Risk Management
and Internal Control of Diamond Pension Fund Custodian Limited identified two kinds of
pension contributions to include inactive contribution and active contribution.

The inactive

contribution is the retiree‟s credit balance that diminishes every month or quarterly through
payment of pension benefit. No further contribution is made into the account except the meagre
investment returns. The active contribution is the worker‟s monthly contribution that increases
the credit balance of RSA of every contributory worker on monthly basis. The former generates
less investment returns, while the later generates increased investment returns.

They also

confirmed that contributors receive bonus share from investment just like any other share holder
of corporate organizations. The funds is pooled together under one corporate body as an entity.
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The difference, they stressed, is that bonus shares is allocated to the Pension Fund Administrator
through the Pension Fund Custodian (the investor) on behalf of the contributors. Such shares is
also being held on trust on behalf of the Pension Fund Contributors by Pension Fund
Administrators; while investment returns on shares is being credited to retirement savings account
of every contributory employee and retiree on receipt of such additional income. This is a great
difference between the old unfunded defined pension scheme and the new reformed contributory
scheme because pay-as-you-go scheme had no provision for consolidated funds and investment
rather pension liabilities are being addressed through insufficient annual budget allocation.
On the initial 25% bulk withdrawal from the retirement savings account on attainment of
fifty years after six months waiting period, pensioners, contributory workers, pension fund
administrators and custodians, and National Pension Commission agreed that it is an improved
pension benefit but the researcher observed that it is less than the 300% terminal emolument as
gratuity if the retiree is keyed into the old scheme. The six months waiting period applies to an
employee who temporarily lost his job and who might within the waiting period secure another
job. If he fails to secure another job within the period, he would be enlisted for pension benefits
unlike the old pension scheme where one is enlisted for pension benefits in the month preceding
his or her retirement. Ahmad Abubakar of ARM Pension Managers (PFA) Limited explained that
ARM Pension Managers schedules a zero percent bulk withdrawal, whereby the retiree would opt
not to make any withdrawal whatsoever from his retirement savings account on retirement. The
pensioner will enjoy elongated retirement savings account (RSA) schedule and improved monthly
pension benefits more than a retiree who opted for initial 25% bulk withdrawal from his or her
RSA on retirement, and subsequently receives less monthly pension benefit. Mrs. Lanike Fadairo,
Chief Compliance Officer, Sigma Pensions Limited gave credence to Abubakar‟s submission
when she stated that Sigma Pensions schedules pensioners for zero percent bulk withdrawal if the
client concerned so opted. This was also confirmed by Mrs Funmi Femi-Obalemo, Head of
Corporate Communication of Premium Pension Limited as she stated that Premium Pension
schedules its clients for zero bulk withdrawal at the instance of the pensioner/s.

Respondents

also agreed that tax deductible expenses and bond redemption funds are additional pension
benefits since they are tax-free. It was pointed out that payment of 5% of employee‟s annual
emolument for three years as life insurance premium by the employer is a source of income to the
next of kin (not the pensioner) at the death of any employee in active service, since it is payable
upon the death of the retirement savings account holder whilst in active service. Once the
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employee retires, there is no such benefit in his favour. Respondents agreed that the programmed
payment of monthly pension benefits does not last for life in favour of those who might outlive
the estimated life span unlike the old scheme where pension benefits last for a retiree‟s lifetime.
This is an area where the old pension system favoured retired workers because every retiree under
the old dispensation is being paid pension benefits for life. The major lapse in this arrangement is
that payment of pension benefits is irregular due to untimely release of insufficient budget
allocations for pension deficit. In contrast, the new contributory pension scheme ensures prompt
and regular payment of pension benefits to beneficiaries and contributory nature of the scheme
makes funds available to settle pensioners‟ bill as at when due. Besides, investment of the
accumulated pension fund yields returns and increases credit balance of pensioners‟ benefits.
From the foregoing, it has been established that the investment of the contributory pension
funds has generated additional pension benefits to pensioners in federal universities in SouthEastern Nigeria.

Chapter 5
Transparency and Accountability of Pension Fund Administrators
and Pension Fund Custodians in the Management of the New
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Contributory Pension Scheme
5.1 Introduction
The independent management of the consolidated pension funds by licensed pension fund
administrators and pension fund custodians and the regulatory and supervisory roles of the
National Pension Commission (PenCom) ensure stability in pension industry, sustainability of the
scheme, effectiveness, transparency and accountability in the management of the new contributory
pension scheme. The old unfunded defined pension scheme had been fraught with corruption,
mismanagement of pension funds, infiltration of ghost pensioners and accumulation of unsettled
pension bills. Corruption and lack of data base of pensioners are some of the major setbacks of
the old scheme. The new contributory pension scheme has inbuilt security mechanisms to guide
against corrupt practices because the policy instruments, rules, regulations and guidelines regulate
the activities of the licensed operators. In the new pension dispensation, there is clarity of roles
and responsibilities within the pension industry. Clarity of roles, defined objectives and shared
responsibilities are fundamental to transparency and accountability. These features were lacking in
the old pension scheme which resulted in its ineffectiveness and unsustainability. The main
objective of this chapter is to ascertain whether the new contributory pension scheme ensures
transparency and accountability on the part of pension fund administrators and pension fund
custodians.

5.2 Data Presentation on Hypothesis III
After administration and collation of the questionnaires, the researcher observed that out
of 365 questionnaires administered to pensioners and employees under the new contributory
pension scheme in federal universities in South-Eastern Nigeria, 345 questionnaires were duly
completed and returned while 20 questionnaires were not returned. Out of 103 questionnaires
administered to employees of Pension Funds Administrators and Pension Funds Custodians, 81
questionnaires were duly completed and returned while 22 questionnaires were not returned. The
10 questionnaires administered to employees of the National Pension Commission were duly
completed and returned. Stanbic IBTC Pension Managers Limited withheld the 6 questionnaires
meant to be filled by its employees. The main objective of this chapter is to illustrate the data
generated on hypothesis three and to indicate the level of frequency of response and

its

significance percentage on each variable so as to establish the mean and standard deviation. The
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mean value enabled the researcher to take decision on whether the respondents agreed or disagreed
on any particular item.
5.3 Data Elicited from Retirees and Contributory Workers (Group I)
In the table below, the remarks “agree” and “disagree” are based on the mean of the
illustrate the data elicited from retirees in the new contributory pension scheme and the
contributory workers in federal universities in South-Eastern Nigeria:
Table 5.1
Level of agreement indicated by pensioners and contributory workers on the statement that the

new contributory pension scheme ensures transparency and accountability on the part of the
Pension Fund Administrators and Pension Fund Custodians.
S/N

1.

2.

3.

4.

Items

SA

A

Pension
Fund
Administrators
give
annual financial report
40
62
to contributors through
(11.7%) (18.2%)
the national dailies and
public notice boards in
federal universities in
the
South-Eastern
Nigeria.
Pension
Funds
Administrators
or
Custodians
publicly
22
48
render monthly reports
(6.5%) (14.1%)
of any fraud, forgery or
theft occurring in its
organization
through
national dailies.
Private management of
the funds independent of
50
121
government
control
ensures security of the (14.8%) (35.8%)
funds contributed and its
availability on demand.
Maintenance
of
Retirement
Savings
53
173
Account guarantees fund
security
with
the (15.7%) (51.2%)
Pension
Funds
Administrator.

D

SD

Mean

STD

Remarks

102
(29.9%)

137
(40.2%)

2.12

.969

Disagreed

107
(31.4%)

164
(48.1%)

1.96

.844

Disagreed

78
(23.1%)

89
(26.3%)

2.42

1.002 Disagreed

54
(16.0%)

58
(17.2%)

2.67

.920

Agreed
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5

The interest accrued on
investments is reflected
in the annual audited
account published in
national dailies and
notice boards.

23
(6.9%)

70
(21.0%)

120
(35.9%)

121
(36.2%)

1.99

.920

Disagreed

35
(11.0%)

161
(50.5%)

61
(19.1%)

62
(19.4%)

2.53

.924

Agreed

49
(14.6%)

70
(20.9%)

2.68

.939

Agreed

87
(26.0%)

67
(20.1%)

2.49

1.092 Disagreed

130
(38.2%)

97
(28.5%)

2.06

1.016 Disagreed

83
(24.5%)

74
(21.8%)

2.45

1.026 Disagreed

6.

Pension funds is exempted
from liquidation process as
security measure.

7.

The supervisory and
regulatory role of the
62
154
PenCom guides against
fraud,
gross (18.5%) (46.0%)
mismanagement of the
funds, and corruption.
Retirement
Saving
Account
Statement
70
110
reflects
the
exact
deduction of funds from (21.0%) (32.9%)
the employee‟s monthly
salary by the employer.
The
Pension
Fund
Administrator/Custodian
36
77
declare accurately the
total interest generated (10.6%) (22.6%)
on investments.

8.

9.

10.

The quarterly Statement of
Account from the Pension
Fund Administrator to
employee
contributors
shows the true financial
position of each employee
under the scheme.

53
(15.6%)

129
(38.1%)

The above table shows that the respondents disagreed on items number 1 – 3, 5,8 – 10 with
low value in scale ranking; while they agreed on items number 4, 6 – 7 with high value in scale
ranking, in responding to the hypothesis that “the new contributory pension scheme ensures
transparency and accountability on the part of pension fund administrators and pension fund
custodians”. The apparent disagreement is registered because there is a wide gap in
communication between the clients (the principal) and the pension funds administrators (the
agents) in pension business. This created room for doubts on sincerity of purpose on the part of
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the pension funds administrators due to ignorance and/or inadequate creation of awareness
amongst the clients. The test of the hypothesis reflected this observation.

Pension Fund

Administrators do not give annual financial report to their clients nor do they report on any fraud,
forgery or theft taking place in the organization through national dailies, but they disclose true
financial position of each employee under the scheme.

Such reports on fraud are forwarded to

National Pension Commission as events unfold themselves. Private management of the funds
independent of government control and

retirement savings account guarantees security and

availability of the funds on demand. Similarly, exemption of pension funds from liquidation
process is a security mechanism. Pension Fund Administrators make returns on investment and it
is reflected in the auditors‟ reports published annually. Although, it is difficult for the clients to
know the exact returns generated on investment since the Pension Fund Administrators do not
disclose their investments to the public. PenCom, as a supervisory and regulatory agency, guides
against fraud, gross mismanagement of the funds and corrupt practices.
5.4 Data Elicited from Pension Fund Administrator and Pension Fund Custodian (Group II)
In the table below, the remarks “agree” and “disagree” are based on the mean of the
responses for each item. An item is deemed agreed if the mean value is 2.5. The following
illustrate the data elicited from pension fund administrator and pension fund custodian on the new
contributory pension scheme in federal universities in South-Eastern Nigeria.
Table 5.2
Level of agreement indicated by Pension Fund Administrators and Pension Fund Custodians
on the statement that the new contributory pension scheme ensures transparency and
accountability on the part of the Pension Fund Administrators and Pension Fund
Custodians.
S/
N
1.

2.

Items
Pension
Fund
Administrators
give
annual financial report to
contributors
Pension
Fund
Administrators report to
the PenCom any unusual
occurrence with respect to
the pension funds which in
his view could adversely
affect the rights of the
owner of a retirement
savings account under the

SA

A

D

SD

Mea
n

STD

Remarks

31
(43.7%)

22
(31.0%)

11
(15.5%)

7
(9.9%)

3.03

1.082 Agreed

38
(50.0%)

32
(42.1%)

4
(5.3%)

2
(2.6%)

3.37

.780

Agreed
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scheme.
3.

4.

5.

6.

7.

8.

Pension
Fund
Administrators report to
PenCom
if
any
employer is in default of
remittance
of
employees‟
contributions.
Pension
Fund
Administrator or Pension
Fund Custodian does not
utilize any pension funds
or assets in its custody to
meet its own financial
obligation to any person
whatsoever.

Pension
Fund
Administrator/Custodian
reports
any
fraud,
forgery
or
theft
occurring
in
its
organization
through
national dailies.
Pension
Fund
Administrator/custodian
gives annual reports to
contributors through the
national dailies and
public notice boards of
organizations.
Pension
fund
administrator
keeps
proper
books
of
accounts and records
showing
income,
expenditure, and assets.
The
pension
fund
administrator/custodian,
within four months from
the end of each year,
cause its accounts to be
audited by qualified

27
(35.1%)

39
(50.6%)

9
(11.7%)

2
(2.6%)

3.09

.920

Agreed

53
(67.9%)

16
(20.5%)

4
(5.1%)

5
(6.4%)

3.51

.833

Agreed

12
(16.0%)

12
(16.0%)

24
(32.0%)

27
(36.0%)

2.16

1.053 Disagreed

36
(47.4%)

24
(31.6%)

11
(14.5%)

5
(6.6%)

3.12

1.058 Agreed

58
(74.4%)

20
(25.6%)

3.74

.439

Agreed

51
(69.9%)

19
(26.0%)

3.62

.700

Agreed

3
(4.1%)
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9.

10
.

11
.

12
.

13
.

14
.

15
.

external auditors.
Private management of
the funds independent of
government
control
ensures security of the
funds contributed and its
availability on demand.
Maintenance
of
Retirement
Savings
Account
guarantees
fund security with the
Pension
Fund
Administrator.
Exemption of Pension
funds from liquidation
process is a security
mechanism.
Pension
fund
administrator/custodian
is penalized for refusing
to disclose relevant
information to external
auditors.
Severe penalty is meted
to
pension
fund
administrator/custodian
for non-compliance with
guidelines
in
its
operations.
The supervisory and
regulatory role of the
PenCom guides against
fraud,
gross
mismanagement of the
funds, and corruption.
The quarterly Statement of
Account from the Pension
Fund Administrator to
employee
contributors
shows the true financial
position of each employee
under the scheme.

40
(51.9%)

29
(37.7%)

3
(3.9%)

39
(52.7%)

32
(43.2%)

3
(4.1%)

23
(35.9%)

38
(59.4%)

1
(1.6%)

41
(52.6%)

33
(42.3%)

1
(3.8%)

61
(77.2%)

18
(22.8%)

60
(77.9%)

15
(19.5%)

1
(1.3%)

44
(56.4%)

28
(35.9%)

5
(6.4%)

5
(6.5%)

3.38

.779

Agreed

3.45

.705

Agreed

2
(3.1%)

3.30

.609

Agreed

3
(3.8%)

3.44

.713

Agreed

3.77

.422

Agreed

1
(1.3%)

3.74

.548

Agreed

1
(1.3%)

3.42

.814

Agreed
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16
.

17
.

18
.

19
.

The
Pension
Fund
Administrator/Custodian
declares
the
interest
generated by investments.
Contributors
to
consolidated pension fund
are regularly informed
through national dailies of
all investments with their
funds.
Security of the funds is not
guaranteed
due
to
government interference
through
the
National
Pension Commission in
the administration of the
funds.
Government does not
interfere
in
the
administration
of
the
accumulated
pension
funds.

29
(38.2%)

37
(48.7%)

4
(5.3%)

6
(7.9%)

3.20

.800

Agreed

5
(6.8%)

15
(20.3%)

28
(37.8%)

26
(35.1%)

1.96

.928

Disagreed

1
(1.3%)

11
(14.3%)

14
(18.2%)

51
(66.2%)

1.99

.618

Disagreed

32
(42.1%)

24
(31.6%)

11
(14.5%)

9
(11.8%)

3.01

1.064 Agreed

The above table shows that the respondents agreed on all the items except items number 5,
17 and 18 with low value in scale ranking, in responding to the hypothesis that “the new
contributory pension scheme ensures transparency and accountability on the part of pension fund
administrators and pension fund custodians”. The research revealed that any fraud, forgery or
theft occurring in any pension fund organization is being reported to the National Pension
Commission, and PenCom receive up-to-date information on all investments with the pension
funds.

PenCom also receive

regular report on security of

the funds as Pension Fund

Administrators keep proper books of accounts and records showing income, expenditure, and
assets. Respondents agreed that private management of the funds independent of government
control, maintenance of retirement savings account and exemption of pension funds from
liquidation process are security mechanisms which guarantee security of the funds as government
does not interfere in the administration of the accumulated pension funds. There is need to insure
all pension funds and assets to strengthen the security mechanisms in the event of any economic
crash on investment. Pension Fund Administrators disclose returns on investments

through

auditors‟ report at the end of each financial year. Severe sanction awaits any Pension Fund
Administrator or Pension Fund Custodian who violates the rules and guidelines given by the
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National Pension Commission. It is therefore evident from the table above that the new pension
scheme ensures transparency and accountability on the part of the pension funds administrators
and pension funds custodians.
5.5 Data Elicited from National Pension Commission Employees (Group III)
In the table below, the remarks “agree” and “disagree” are based on the mean of the
responses for each item. An item is deemed agreed if the mean value is 2.5. The following
illustrate the data elicited from employees of National Pension Commission in the new
contributory pension scheme in federal universities in South-Eastern Nigeria:
Table 5.3
Level of agreement indicated by employees of National Pension Commission on the
statement that the new contributory pension scheme ensures transparency and
accountability on the part of the Pension Fund Administrators and Pension Fund
Custodians.
S/N
1.
Pension

2.

3.

4.

Items

SA

Fund
6
Administrators
give
annual financial report to (66.7%)
contributors
Pension
Fund
Administrators report to
the PenCom any unusual
occurrence with respect to
7
the pension funds which
(77.8%)
in
his
view
could
adversely affect the rights
of the owner of a
retirement
savings
account under the scheme.
Pension
Fund
Administrators report to
6
PenCom if any employer
(60.0%)
is in default of remittance
of
employees‟
contributions.
Pension Fund Administrator
or Pension Fund Custodian
does not utilize any pension
funds or assets in its custody
to meet its own financial
obligation to any person

10
(100%)

A

D

2
(22.2%)

1
(11.1%)

2
(22.2%)

2
(20.0%)

2
(20.0%)

SD

Mean

STD

Remarks

3.44

1.014 Agreed

3.78

.441

3.20

1.229 Agreed

4.00

.000

Agreed

Agreed
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whatsoever.
5.

6.

7.

8.

9.

10.

11.

Pension
Fund
Administrator/Custodian
reports any fraud, forgery
or theft occurring in its
organization
through
national dailies.
Pension
Fund
Administrator/custodian
gives annual reports to
contributors through the
national dailies and public
notice
boards
of
organizations.
Pension
fund
administrator
keeps
proper books of accounts
and records showing
income, expenditure, and
assets.
The
pension
fund
administrator/custodian,
within four months from
the end of each year,
cause its accounts to be
audited
by
qualified
external auditors.
Private management of
the funds independent of
government
control
ensures security of the
funds contributed and its
availability on demand.
Maintenance
of
Retirement
Savings
Account guarantees fund
security with the Pension
Fund Administrator.
Exemption of Pension
funds from liquidation
process is a security
mechanism.

2
(28.6%)

3
(42.9%)

2
(25.0%)

2
(28.6%)

2.14

1.345 Disagreed

2.88

1.246 Agreed

3
(37.5%)

3
(37.5%)

9
(90.0%)

1
(10.0%)

3.90

.316

Agreed

8
(80.0%)

2
(20.0%)

3.80

.422

Agreed

8
(80.0%)

2
(20.0%)

3.80

.422

Agreed

8
(80.0%)

2
(20.0%)

3.80

.422

Agreed

7
(70.0%)

2
(20.0%)

3.50

.972

Agreed

1
(10.0%)
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12.

13.

14.

15.

16.

17.

18.

Pension
fund
administrator/custodian is
penalized for refusing to
disclose
relevant
information to external
auditors.
Severe penalty is meted to
pension
fund
administrator/custodian
for non-compliance with
guidelines
in
its
operations.
The supervisory and
regulatory role of the
PenCom guides against
fraud,
gross
mismanagement of the
funds, and corruption.
The quarterly Statement
of Account from the
Pension
Fund
Administrator
to
employee
contributors
shows the true financial
position of each employee
under the scheme.
The
Pension
Fund
Administrator/Custodian
declares
the
interest
generated by investments.
Contributors
to
consolidated pension fund
are regularly informed
through national dailies of
all investments with their
funds.
Security of the funds is
not guaranteed due to
government interference
through the National
Pension Commission in
the administration of the

4
(57.1%)

2
(28.6%)

1
(14.3%)

10
(100%)

3.29

1.113 Agreed

4.00

.000

Agreed

9
(90.0%)

1
(10.0%)

3.90

.316

Agreed

6
(60.0%)

4
(40.0%)

3.60

.516

Agreed

6
(60.0%)

4
(40.0%)

3.60

.516

Agreed

1
(14.3%0

5
(71.4%)

1
(14.3%)

1.57

1.134 Disagreed

2
(20.0%)

8
(80.0%)

1.80

.422

Disagreed
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19.

funds.
Government does not
8
interfere
in
the
administration of the (80.0%)
accumulated
pension
funds.

2
(20.0%)

3.80

.422

Agreed

The above table shows that the respondents agreed on all the items except items number 5,
17 and 18 with low value in scale ranking, in responding to the hypothesis that “the new
contributory pension scheme ensures transparency and accountability on the part of Pension Fund
Administrators and Pension Fund Custodians”. The research revealed that any fraud, forgery or
theft occurring in any pension fund organization is not reported to contributors through the
national dailies or organizational notice boards. Such incidents of fraud are being reported to the
National Pension Commission as provided in the Act, and

PenCom

receive up-to-date

information on all investments with the pension funds. It also receive regular report on security
of the funds, including the report of the external auditors. Pension Fund Administrators report to
the PenCom any unusual occurrence with respect to the pension funds which in his view could
adversely affect the rights of the owner of a retirement savings account under the scheme. Pension
Fund Administrators also report to PenCom if any employer is in default of remittance of
employees‟ contributions. Respondents agreed that the supervisory and regulatory role of the
PenCom guides against fraud, gross mismanagement of the funds, and corruption. The Act
provides for severe penalty to be meted against any Pension Fund Administrator or Pension Fund
Custodian for non-compliance with subsisting rules and guidelines in its operations as may be
provided from time to time by the National Pension Commission. The table above illustrates, with
the level of agreement among respondents, that the new pension scheme ensures transparency and
accountability on the part of the operators.
5.6 Data Analysis of Hypothesis III
This chapter analyzed the data generated through the test of third hypothesis which states
that “the new contributory pension scheme ensures transparency and accountability on the part of
pension fund administrators and pension fund custodians”. There are three categories of
respondents in this study identified as groups 1 - 3. T-test was used to test the hypothesis. The
probability-value of the t-test determined the result under remarks.

The main objective of

analyzing the data is to establish whether or not the hypothesis have been validated. The analysis
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illustrated the t-test of the hypothesis and the result of the hypothesis tested is summarized under
the table.
5.7 Test of Hypothesis 3
Table 5.4
Hypothesis 3 Tested
Group

Hypothesis

Agree

Disagree

T

P-Value

Remarks

1

H.3

2.66±.411

1.75±.268

21.422

0.000

Accepted

2

H.3

3.20±.341

2.39±.037

3.315

.001

Accepted

3

H.3

Agree

Agree

Accepted

3

4

Agree

4

3

4

Agree

4

3

3

3

5.7.1 Result of Hypothesis 3 Tested
H.3: The third hypothesis of this study is stated as “the new contributory pension scheme ensures
transparency and accountability on the part of pension fund administrators and pension fund
custodians”.
(a) Group I: This hypothesis was accepted since the p-value of the t-test conducted using the
hypothesis is 0.000, which is less than 0.05.
(b) Group II: This hypothesis was accepted because the p-value of the t-test conducted using the
hypothesis is .001, which is less than 0.05.
(c) Group III: The outcome of the responses indicates that there is a unanimous agreement
amongst the respondents on all the items, except items number 5, 17 and 18 which is negligible.
There is nothing to compare in this case because the negligibility of these three variables in the
overall mean makes the value of “disagree” response minute. Therefore, t-test was not conducted
and no p-value result. The hypothesis was accepted.
5.8

Introduction of Research Findings on Hypothesis 3
The issues raised in the questionnaires, interviews conducted and literature reviewed on the

subject are the thesis of this sub-heading. The objective of this discussion is to highlight those
indicators that validated the third hypothesis and align them with the provisions of the Act as it
relates to the activities of Pension Fund Administrators and Pension Fund Custodians in the new
contributory pension scheme. The discussion also focused on the role of the National Pension
Commission in its statutory duty of supervising and regulating the functions of these operators to
conform with the provisions of the Act. The questionnaires underscored most disturbing issues
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pensioners and contributory workers have been complaining about. The discussions centred
mostly on the findings based on the main indicators as contained in this hypothesis that guided the
work, as well as the findings during the interviews conducted.
5.9

Discussion of Research Findings on Hypothesis 3
Hypothesis 3 states that “the new contributory pension scheme ensures transparency and

accountability on the part of pension fund administrators and pension fund custodians”.

The

interactive sessions and the result derived from the analysis of the data generated revealed that
retirees, contributory workers, pension fund administrators, pension fund custodians, and the
National Pension Commission (PenCom) agreed that the new contributory pension scheme has
ensured transparency and accountability on the part of pension fund administrators and pension
fund custodians. The result of the hypothesis revealed that pension fund administrators:
(i) give financial report to the National Pension Commission, but not to contributory workers nor
to pensioners;
(ii) report to PenCom any unusual occurrence with respect to the pension funds which, in his view,
could adversely affect the rights of the owner of a retirement savings account under the scheme;
(iii) report to PenCom if any employer is in default of remittance of employees contributions;
(iv) report any fraud, forgery or theft occurring in its organization direct to the National Pension
Commission, not through the national dailies;
(v) give annual reports to contributory workers and pensioners through PenCom and internet
services (organization‟s website); and
(vi) pension fund administrator keeps proper books of accounts and records showing income,
expenditure, and assets.
The research also revealed that the pension fund administrators and custodians, within four
months from the end of each year, cause their accounts to be audited by qualified and licensed
external auditors (Appendix V(a)–(k), sourced from the corporate website, illustrates evidence of
external auditing of pension fund administrators). The auditors‟ repo rts are formally forwarded to
the National Pension Commission as prescribed by the Act. It is also accessible at the
organization‟s website and conspicuously displayed on its notice board. This revelation is in sharp
contrast to what is happening in the administration of the old pension scheme. The old unfunded
defined pension scheme is bedeviled with corruption, weak administration, lack of regulatory and
supervisory agency, lack of data bank or pensioners profile, weak supervision, mismanagement of
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pension fund, misappropriation of pension fund, ghost pensioners syndrome, untimely release of
inadequate budget allocation for payment of pension deficits, etc.
Ahmad Abubakar of ARM Pension Managers (PFA) Limited stated that ARM Pension
Managers creates adequate awareness through the employer-employee-pension-fund-administrator
interactive sessions. He argued that the open door administration adopted by the organization
strengthens transparency and accountability in the system. Mr Daniel Onatoye, Internal Auditor
of the Zenith Pensions Custodians said that the major success in the new contributory pension
scheme in Zenith Pensions Custodian is security and safety of pension funds assets. He explained
that the organization practices what he called triple access control over the vault, whereby a single
person cannot enter the vault except the three recognized signatories to the vault. He added that
generation of returns on pension fund investment is another success of the scheme.

As

contributions are made by the clients, the money is being invested for income or returns. The ease
in remittance of contributions is facilitated by the branch net-work through e-payment. According
to him, accurate record keeping, data bank for the remittance of money to retirement savings
account, and the alerts services being made on notice is another success story. Prompt and regular
payment of pension benefits; prompt access to whatever credit balance on the retirement savings
account of a deceased pensioner or a deceased contributory worker (who died in active service) by
the survivor; strict regulatory monitoring of the operators by the National Pension Commission;
streamlining of rules and guidelines, and availability of such policy instruments to operators to
standardize the administration and other logistics in running the pension scheme, are some of the
successes achieved by the Zenith Pensions Custodians in particular, and pension industry in
general.
On the spate of overwhelming revelations of fraud in pension industry, Onuoha (2012)
reported that Pension Fund Operators Association Of Nigeria (PENOP) has explained that the
massive corruption being unearthed in the administration of pensions in the public sector, under
the defunct deferred pension system, in the ongoing probe by Senate Committee cannot happen in
the new dispensation, and the incidents are not connected to the new contributory pension scheme.
She stated that the Chairman of PENOP, Dave Uduanu has assured contributors in the new
contributory pension scheme that “the scheme is robust, safe and poised to help retirees live well
after their active life in employment”. The Pension Fund Operators Association of Nigeria is an
independent, non-governmental, non-political and non-profit making body whose membership
include four Pension Fund Custodians, twenty-four Pension Fund Administrators, and seven
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Closed Pension Fund Administrators (highlighted in this study) with the objective of promoting
the operations and growth of the industry and ensuring that international best practices relating to
the industry are observed by the operators registered in Nigeria.
Respondents agreed that Pension Fund Administrators report to the National Pension
Commission any employer in default of remittance of employees‟ contributions. They are also in
agreement that Pension Fund Administrators and Pension Fund Custodians do not utilize any
pension funds or assets in their custody to meet their own financial obligation to any person
whatsoever. Dr Umaru Farouk Aminu, Head of Research and Corporate Strategy Department,
National Pension Commission (PenCom) explained that PenCom was very stringent initially on
pension fund administrators and pension fund custodians on rules and guidelines compliance to
ensure operational stability in the industry. Although investment regulation is multi-purpose and
this has guaranteed little flexibility in the Commission‟s supervisory and regulatory roles , as such
the operators are being given the opportunity to invest in other areas like real estate investment,
foreign investment, etc subject to the Commission‟s approval. He affirmed that the National
Pension Commission always change with time and development in the industry. Dr Aminu
confirmed that the Commission does not interfere in the business of investing pension funds
provided the operators adhere strictly to subsisting guidelines and obtains the Commission‟s
approval before embarking on any investment venture whatsoever. He pointed out that pension
funds is being regulated by another Agency - Security and Exchange Commission (SEC), to
understudy the viability of any investment venture with pension funds on behalf of the
Commission, its effects on the principals and agents interests in the business before approval is
given on such investment. He maintained that the supervisory and regulatory role of PenCom
guards against fraud, gross mismanagement, and corruption. He assured that there is an inbuilt
mechanism in the Act for defaulters to be penalized, and further disclosed that Trustfund Pension
Fund Administrator Management Board was sacked and a new Management Board was
reconstituted because the former‟s activities run counter to pension fund administration subsisting
rules and guidelines approved by the National Pension Commission.

Dr Aminu said there are

checks and balances in the system, and the various regulations passed by PenCom over the years
have been geared towards more openness, transparency, accountability and empowering
contributors and beneficiaries of the scheme to be the major players in the pension industry, unlike
in the previous era of closed system that was burdened with corrupt practices.

128

Respondents also agreed that maintenance of retirement savings account guarantees fund
security with the Pension Fund Administrators, and the exemption of pension funds from
liquidation process is a security mechanism. This is guaranteed as severe penalty is meted to
Pension Fund Administrators and Custodians for refusing to disclose relevant information to
external auditors, and for non-compliance with guidelines in their operations. In conclusion, Dr
Umaru Farouk Aminu pointed out that the supervisory and regulatory role of the PenCom guides
against fraud, gross mismanagement of the funds and corruption. He laid emphasis on the inbuilt
security mechanism in the Act, whereby the private management of the funds independent of
government control, and separation of power between the Pension Fund Administrators and the
Pension Fund Custodians which makes it impossible for the Administrators to have physical
access to accumulated pension funds. The Act strips the Custodians the power to invest without
obtaining express permission from the Administrators and final approval from PenCom before any
investment is embarked upon. Dr Aminu stressed that these mechanisms were designed to ensure
security of the funds contributed. He stated that government does not interfere in the
administration of the accumulated pension funds. It is noted that robust measures have been placed
on ground to checkmate corrupt practices, there is no provision in the new Act for insuring the
accumulated pension funds against unpredictable risks. The new scheme lacks insurance coverage
of contributed pension funds and assets as security mechanism against sudden economic crash.
In corroboration of the security mechanisms on ground, Mrs Funmi Femi-Obalemo, Head
of Corporate Communication, Premium Pension Ltd confirmed that PenCom takes follow-up
action to monitor all pension fund investments and it works through professional bodies to ensure
compliance in all investment ventures.

Ahmad Abubakar of ARM Pension Managers also

confirmed that stringent safeguard measures are being applied by PenCom through regulatory and
supervisory roles it plays in the pension industry.

Mr Daniel Onatoye of Zenith Pensions

Custodian Limited said that National Pension Commission does not interfere in the business of
investing pension funds. Rather, the Commission, from time to time, issues stringent rules and
guidelines for efficient management of the pension funds.

Mr Kehinde of UBA Pension

Custodian also agreed that PenCom regulates well and guides according to provisions of the Act.
He emphasized that stringent measures are applied to ensure strict compliance to rules and
regulations governing the administration of the scheme.
On the issue of ghost pensioners that existed in the defined pension benefit (pay-as-yougo) scheme, Dr Umaru Farouk Aminu stated that PenCom has introduced metric-card system of
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verification which is being used to validate beneficiaries of pension benefits in the new scheme.
He asserted that no pensioner can front any impersonator nor can any ghost pensioner be
accredited in the exercise since the Commission is using thumb-prints or eye-contacts to capture
and validate all retirees on the new scheme. He asserted that the new contributory pension scheme
is a very simple antidote to the complexities of the past scheme as the new scheme will ease the
problem of retired workers going through hell to get their retirement benefits; the metric-card
device has removed the need for continuous verification of pensioners and excessive travelling of
long distance for verification exercise, unlike the old defined pension scheme where pensioners
travelled long distances to be verified and in most cases the exercise would be in futility as that
would not ensure prompt and regular payment of pension benefits to pensioners.
Although plausible explanations have been advanced by stakeholders on security
mechanisms to safeguard the pension funds under the new scheme. There is no guarantee in the
new scheme to secure investments of pension contributions. The inbuilt security mechanisms were
centred on mismanagement of funds, theft, misappropriation of pension funds, and devices against
all sorts of corrupt practices. The new scheme failed completely to make provisions against
domestic or global economic recession or total crash of pension funds investments in the stock
exchange market or other investment ventures. Under such difficult and unpredictable situation,
who bears the brunt when there is an economic crash? The key players in pension industry have to
exigently formulate risks bearing policy instruments to ensure that the consolidated funds meant
for investments are adequately secured through application of insurance policies and coverage in
all pension businesses so as to have where to fall back on in cases of economic crash.
From the foregoing, it has been established that the new contributory pension scheme
ensures transparency and accountability on the part of pension fund administrators and pension
fund custodians.
5.10 Summary of Findings
Retirees and contributory workers in federal universities in South-Eastern Nigeria agreed
that the new contributory pension scheme payment mode has ensured prompt and regular payment
of pensioners in federal universities in South-Eastern Nigeria; that the investment of the
contributory pension funds has generated additional pension benefits to pensioners in federal
universities in South-Eastern Nigeria; and that the new contributory pension scheme ensures
transparency and accountability on the part of pension fund administrators and pension fund
custodians. The three hypotheses were validated and accepted because the p-value of 0.000, 0.000
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and 0.000 respectively were each less than 0.05. However, the study revealed that under this
category of respondents, there is a wide gap in communication between the principals and the
agents. Creation of awareness is paramount in the pension industry if the new contributory
pension scheme is meant to succeed.
The Pension Fund Administrators and Pension Fund Custodians agreed that the new
contributory pension scheme payment mode has ensured prompt and regular payment of
pensioners in federal universities in South-Eastern Nigeria; that the investment of the contributory
pension funds has generated additional pension benefits to pensioners in federal universities in
South-Eastern Nigeria; and that the new contributory pension scheme has ensured transparency
and accountability on the part of Pension Fund Administrators and Pension Fund Custodians. The
three hypotheses were validated and accepted because the p-value of .013, .000 and .001
respectively were each less than 0.05. The research revealed that pensioners and contributory
workers receive investment returns and bonus shares like other investors. Besides, Pension Fund
Administrators urged contributory workers to make additional voluntary contribution to increase
their retirement savings account credit balance and earn improved and elongated pension benefits.
Employees of National Pension Commission unanimously agreed that the new
contributory pension scheme payment mode has ensured prompt and regular payment of
pensioners in federal universities in South-Eastern Nigeria; that the investment of the contributory
pension funds has generated additional pension benefits to pensioners in federal universities in
South-Eastern Nigeria; and that the new contributory pension scheme has ensured transparency
and accountability on the part of Pension Fund Administrators and Pension Fund Custodians. The
three hypotheses were validated and accepted as there was nothing to compare. No t-test was
conducted and no p-value result was obtained. The respondents clarified issues during the
interviews conducted that the spate of revelations of fraud in the pension industry has nothing
whatsoever to do with the new contributory pension scheme. Pensioners and contributory workers
were assured of safety of their contributions as adequate security measures are being taken to
prevent fraudulent acts. Metric-card system has been introduced by the National Pension
Commission to stem ghost pensioners syndrome and promote easy verification of pensioners
through thumb-print and/or eye-contact.
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5.11

Social Impact Factors of the Contributory Pension Scheme
The new contributory pension scheme (exclusive of prompt and regular payment of

pension benefits, increase in pension benefits, and transparency and accountability) has some other
social impact factors that affect the lives of retirees and the society generally. These include:


Improved living standard of the elderly pensioners and their dependent relatives.



Security of financial autonomy and independence of retirees and economic value to the
society.



Pensioners are no longer at the mercy of their employers, and they are assured of regular
payment of retirement benefits. This guarantees good health and longitudinal retirement
life.



Improves labour market, reduces incentives for early retirement and increases supply of
labour.



Reduces unemployment and increases coverage of pension scheme.



Promotes labour mobility as retirement savings accounts are portable.



Generates long term financial savings and long term investment (compulsory savings, tax
incentives and desire for increased retirement benefits) that can help to stimulate the
growth of capital market.

5.12

Constraints of the Study
It is unusual to embark on a research study of this nature without encountering some

problems and difficulties. The first problem the researcher encountered was accessibility to
retirees on the new contributory pension scheme in federal universities in South-Eastern Nigeria.
Most of the retirees under the study had relocated to various parts of the country, some moved
down to their native homes, some are seriously sick (some bedridden) while some others are dead.
This group of pensioners has no forum nor any platform to assemble as a body under one umbrella
since their pension benefits is paid by e-payment and they receive alert service on notice. Any
complaint or enquiry is being referred to their respective pension funds administrators.

On

retirement, pensioners under this scheme do not have any business patterning to pension matters
with their former employers. Therefore, accessing this category of pensioners was too difficult as
many of them were chanced upon. Some collected the questionnaire and travelled with it back to
their new locations without sending it back to the researcher as requested.
The second problem encountered by the researcher was time.

To retrieve the

questionnaires involved moving from one place to another within towns, from one village to
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another and some to various interior farm settlements in search of retirees under the new pension
scheme. Time factor was a serious problem to the researcher more so when efforts to retrieve the
questionnaires from the randomly selected respondents was not yielding good results.

The

researcher made use of the services of many research assistants which enabled him to recover
many and reasonable responses from the elusive respondents. Time was also wasted in long term
appointments being given by pension fund administrators and custodians at Lagos and Abuja. For
example, Leadway Pensions (PFA) Limited gave the researcher one week appointment, at the end
of the one week, the officer asked the researcher to repeat the next week, (that is two weeks for
one organization). Stanbic IBTC Pension Managers Limited at Lagos refused bluntly to respond
to the questionnaire after two weeks of frustrative interactions with their schedule officers. Their
official correspondence states inter alia

“with respect to your request for information and to

complete questionnaires to assist you with your postgraduate degree project, we regret to inform
you that we are unable to accede to your request at this time” (Appendix VI). At Abuja, the same
company delayed the researcher for two weeks after which they collected the questionnaires but
insisted on receiving clearance from their headquarters at Lagos before filling them. They
eventually withheld the questionnaires uptil this day, so it is not inclusive in the analysis of this
study.
The third constraint was finance. Involvement of many research assistants to retrieve
responses from the respondents involved huge sum of money. The researcher travelled to Awka,
Owerri, Umudike, Umuahia, Nsukka (and villages within Nsukka), Adani, Lagos and Abuja in
search of the respondents. This entailed intensive transport fares, heap hotel accommodation bills,
feeding, township shuttling and other exigent expenses. The removal of the fuel subsidy at the
peak of the field work worsened the situation as transport fare and cost of food items increased
astronomically. The researcher did not receive any sponsorship nor grant to assist in executing the
project. To carry out this self-sponsored study in times of difficulties, during raining season,
uncertainties as to when to receive monthly salary, metropolitan insecurities in Nigeria, etc was a
tedious task. I thank God Almighty the work eventually came to a logical conclusion. To God be
the glory.
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Chapter 6
Summary, Conclusion and Recommendation
6.1

Introduction
This chapter summarized the thesis at a glance with emphasis on salient points. The

discourse on the new contributory pension scheme was concluded with highlights of the research
results on each hypothesis. It also revealed the findings of the interviews conducted and made
recommendations to guide practitioners, policy makers, pension scheme operators and other
stakeholders in pension industry to improve on pension scheme administration in Nigeria.
6 .2

Summary
Pension scheme administration in Nigeria has undergone various reforms aimed at

addressing various problems confronting it The climax of pension reformation in Nigeria is the
Pension Reform Act 2004 that introduced contributory pension scheme, whereby the employee
contributes 7.5% of his/her monthly emolument and the employer contributes 7.5% of the
employee‟s monthly emolument. In the case of the army, the employee pays 2.5% of his/her
monthly emolument and the employer pays 12.5% of the employee‟s monthly emolument, The
scheme applied to all employees in the public service of the federation, federal capital territory and
the private sector except the judiciary and recently the army. The objectives of the scheme are to
ensure that every person who worked in either the public service of the federation, federal capital
territory or private sector receives his/her retirement benefits as and when due; assist improvident
individuals by ensuring that they save in order to cater for their livelihood during old age; and
establish a uniform set of rules, regulations and standards for the administration and payments of
retirement benefits for the public service of the federation, federal capital territory and the private
sector.
The broad objective of this study is to appraise the administration of the new Contributory
Pension Scheme in federal universities in South-Eastern Nigeria from 2004 to 2011. The specific
objectives are (i) to determine whether the new contributory pension scheme payment mode has
ensured prompt and regular payment of pensioners in federal universities in South-Eastern
Nigeria; (ii) to determine whether the investment of the contributory pension funds has generated
additional pension benefits to pensioners in federal universities in South-Eastern Nigeria; and (iii)
to ascertain whether the new contributory pension scheme ensures transparency and accountability
on the part of pension fund administrators and pension fund custodians.

The theoretical

framework adopted for the study is the agency theory to critically examine the contractual
134

relationship that exists between principal and agent, and to establish how the agent represents the
interest of the principal in a business foray. The hypotheses that guided the study are (i) the new
contributory pension scheme payment mode has ensured prompt and regular payment of
pensioners in federal universities in South-Eastern Nigeria; (ii) the investment of the contributory
pension funds has generated additional pension benefits to pensioners in federal universities in
south-eastern Nigeria; and (iii) the new contributory pension scheme ensures transparency and
accountability on the part of pension fund administrators and pension fund custodians.
The research design for the work is descriptive survey design, which involves the use of
primary and secondary data sources. The survey design was adopted because it treats events,
behaviours, acts etc that is in progress (that is taking place at the time of the study). Observation of
primary data sources (questionnaires and interviews) were used as the method of data collection
for primary sources; qualitative method was used for documentary evidence. T-test was used in
testing the hypotheses. Based on the result of the hypotheses tested, the three hypotheses in each
group were accepted. The research population for the study include PenCom, pension fund
administrators and custodians, retirees of federal universities in South-Eastern Nigeria who are
under the new contributory pension scheme, and contributory workers in federal universities in
South-Eastern Nigeria. The scope of study is federal universities in south-eastern Nigeria. The
sampling technique is simple random sampling. The sample of the population is 478 respondents
randomly selected from the population. The instruments used were questionnaire and interview.
The instruments were validated and adjudged reliable in eliciting the required data.
6.3

Conclusion
The new contributory pension scheme is a success story because there is a unanimous

agreement among the respondents that pensioners are promptly enrolled for pension benefits
immediately on retirement, and they commence to receive pension benefits after six months
waiting period. The respondents also agreed that the scheme has ensured prompt and regular
payment of pension benefits to retirees. On investment ventures, National Pension Commission,
Pension Fund Administrators and Custodians agreed that pensioners are being paid returns on
investment; and such returns is reflected in Pension Fund Administrators‟ monthly or quarterly
statement of account on individual retirement savings account. Investment returns increase the
credit balance of retirees‟ and contributory workers‟ RSA. The improved credit balance is being
used to elongate the period of programmed pension benefits. Therefore, investment of the
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contributory pension funds has generated additional pension benefits to pensioners in federal
universities in South-Eastern Nigeria.
The interviews conducted revealed that the Act establishing the scheme has an inbuilt
checks and balances mechanism to guard against corrupt practices. The National Pension
Commission, the only regulatory and supervisory agency on pension matters, from time to time,
issues rules and guidelines of operation in the pension industry to monitor the activities of the
licensed independent Pension Funds Administrators and Pension Funds Custodians. This ensures
transparency and accountability on the part of Pension Fund Administrators and Pension Funds
Custodians.

Finally, with the metric-card system being introduced by the National Pension

Commission, validation of pensioners‟ profile and payment of pension benefits through e-payment
and the alert service being given to pensioners on notice, the excessive and long distance travelling
of aged pensioners to present themselves for verification exercise have been drastically reduced
to zonal contact with PenCom officials in one‟s own state capital. Ghost pensioners would hardly
operate successfully under the present dispensation in pension industry because pensioners would
be validated by thumb print or eye-contact. It means that every pensioner would be physically
present for verification. It promotes transparency and accountability and curtails the incidents of
fraud. The new pension scheme is a huge success in the history of pension scheme administration
in Nigeria.
6.4

Recommendation
The major problem that emerged in this study is the issue of lack of knowledge of the new

contributory pension scheme by the contributory workers and pensioners alike.

Many

contributory workers and retirees do not know or understand the provisions of the Pension Reform
Act 2004. Some retirees, out of ignorance, give personal interpretation of the provisions of the
Act, and often make demands that are out of context of the Act.

There is urgent need for

employers of labour to organize interactive forum with their employees, pension funds
administrators, and the National Pension Commission officials.

The researcher recommends

creation of awareness through the media, organizing conferences, seminars, workshops,
production of fliers, booklets, handbills and jingles for employers of labour, pension funds
administrators and custodians, and the National Pension Commission. The movie industry may
be involved to package message oriented movies on the new contributory pension scheme to
disseminate such vital information relating to the Pension Reform Act 2004 and the activities of
pension funds operators.
136

Periodic review of the Act is recommended to keep its provisions in tune with realities of
economic and social changes and development in our national life. Government should take close
look at the grey areas being highlighted by concerned pensioners and contributory workers as it
concerns benefit calculation, age for accessing of pension benefits, and the issue of reintroducing
gratuity into the scheme. Further input to strengthen the Act should be broad-based to capture the
input of organized labour and other stakeholders in the act of governance. It is also recommended
that the Federal Government should review the present practice whereby employees contribute
7.5% of their monthly emolument and employers contribute 7.5% of the employees monthly
emolument to employees

contributing 7.5% of their monthly emolument while employers

contribute 15% of their employees monthly emolument.
There is no economic theory or policy devoid of risks in any perfect economy of the
developed countries, talkless of developing countries of the third world. The inbuilt security
mechanisms, policy instruments, guidelines, rules and regulations, including the supervisory role
of the National Pension Commission are not adequately sufficient to guard against investment
risks. To avoid total collapse of the scheme, it is recommended that government should, as a
matter of exigency, ensure that the contributed pension funds are insured against risks with viable
and reliable insurance companies so that in the event of any economic crash, the insurance
companies bear the total brunt of the loss.
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Appendix I
QUESTIONNAIRE (for pensioners and contributory workers in federal universities in the South-eastern Nigeria)
Department of Political Science
University of Nigeria
Nsukka
10 November, 2011
Dear Respondent,
I am a doctoral student in the Department of Political Science, University of Nigeria, Nsukka. I am
conducting a research on the administration of the new Defined Contributory Pension Scheme in Federal
Universities in South-Eastern Nigeria, as provided in the Pension Reform Act 2004. You are requested to
kindly fill this questionnaire as honestly as possible. I am assuring you that your response will be used
purely and strictly for academic exercise.
As I plead with you to assist me by ensuring that the completed questionnaire is returned to the
undersigned, I assure you of my esteemed regard for your wonderful cooperation.
Yours sincerely,
Ejikeme Jombo Nwagwu
SECTION A
Respondent’s Profile
Instruction: Please tick (X) in the box accordingly.
1.

Qualification of Respondent:
FSLC ( ) WAEC/GCE/SSSC ( ) OND/NCE ( ) HND/B.Sc./BA/B.Ed. ( )

MA/M.Sc./M.Ed. ( )

Ph.D/DPA/D.Sc. ( )
2.

Occupation: A retiree from a federal university in the south-east ( ) An employee of a federal
university in the south-east( ).

3. If a retiree, under which scheme: (a) Old Defined Pension Benefits Scheme – Pay-as-you-go ( )
or (b) New Defined Contributory Pension Scheme ( ).
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Section B
Please answer the following questions using the key as a guide:
Keynotes:

SA = Strongly Agree; A = Agree; D = Disagree; SD = Strongly Disagree.

H.1:

Indicate your level of agreement that the new contributory pension scheme payment mode
ensure prompt and regular payment of pensioners in federal universities in SouthEastern Nigeria
S/N
Items
SA A D
SD
1.
Pensioners are being paid monthly pension benefits promptly
2.
Pensioners are being paid monthly pension benefits regularly
3.
Retirement bonds redemption funds ensures prompt payment of pensioners
4.
Retirement bonds redemption funds ensures regular payment of pensioners
5.
Pensioners start to receive pension benefits after 6 months waiting period
6.
Pensioners are promptly enrolled for pension benefits immediately on
retirement after the six months waiting period
7.
Abolition of gratuity has stemmed down pension liabilities and ensures
regularly payment of pension benefits
8.
Contributory pension scheme guarantees availability of funds for prompt
payment of pensioners.
9.
Contributory pension scheme guarantees availability of funds for regular
payment of pensioners.
10. Independent management of pension funds by pension funds administrator
and custodian guarantees availability of funds for payment of pensioners.
H.2:

Indicate your level of agreement with the statement that the investment of the contributory
pension funds has generated additional pension benefits to pensioners in federal universities
in South-Eastern Nigeria
Items
SA A D
SD

S/N
1.
Pensioners are paid interest accruing from their investments.
2.
Interest accrued to pensioners is reflected in Pension Funds

3.
4.
5.
6.
7.

8.

Administrator’s monthly/quarterly statement of account on individual
retirement savings account .
Pensioners receive bonus shares from investments.
The initial 25% bulk withdrawal from the Retirement Savings Account on attainment
of 50 years after six months waiting period is an improved package to retirees.

The new contributory pension scheme forms part of tax deductible
expenses and it is an additional pension benefit to pensioners.
The retirement benefits bond redemption funds is an additional
pension benefit to retirees.
The monthly pension benefit in the new contributory pension scheme
is higher than what was obtainable in the old defined pension benefits
scheme due to investment of retirement savings.
The programmed payment of monthly defined contributory pension
scheme does not last for life in favour of those retirees who might
outlive the estimated life span of pensioners.
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9.

Payment of 5% of employee’s annual emolument as life insurance
premium by the employer is a source of additional income to
pensioners.

Indicate your level of agreement with the statement that the new pension scheme
ensures transparency and accountability on the part of the Pension Fund
Administrators and Pension Fund Custodians.
S/N
Items
SA A D
SD
1.
Pension Fund Administrators give annual financial report to
contributors through the national dailies and public notice boards in
federal universities in the south-eastern Nigeria.
2.
Pension Funds Administrators or Custodians publicly render monthly
reports of any fraud, forgery or theft occurring in its organization
through national dailies.
3.
Private management of the funds independent of government control
ensures security of the funds contributed and its availability on
demand.
4.
Maintenance of Retirement Savings Account guarantees fund security
with the Pension Funds Administrator.
5
The interest accrued on investments is reflected in the annual audited
account published in national dailies and notice boards.
6.
Pension funds is exempted from liquidation process as security measure.
7.
The supervisory and regulatory role of the PenCom guides against
fraud, gross mismanagement of the funds, and corruption.
8.
Retirement Saving Account Statement reflects the exact deduction of
funds from the employee’s monthly salary by the employer.
9.
The Pension Fund Administrator/Custodian declare accurately the
total interest generated on investments.
10. The quarterly Statement of Account from the Pension Fund Administrator to
H.3:

employee contributors shows the true financial position of each employee
under the scheme.
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Appendix II
QUESTIONNAIRE (for Pension Fund Administrators/Custodians)
Department of Political Science
University of Nigeria
Nsukka
10th November, 2011
Dear Respondent,
I am a doctoral student of Department of Political Science, University of Nigeria, Nsukka. I am
conducting a research on the administration of the new Defined Contributory Pension Scheme in federal
universities in south-eastern Nigeria, as provided in the Pension Reform Act 2004. You are requested to
kindly fill this questionnaire as honestly as possible. I am assuring you that your response will be used
purely and strictly for academic exercise.
As I plead with you to assist me by ensuring that the questionnaire is returned to the undersigned,
I assure you of my esteemed regard for your wonderful cooperation.
Yours sincerely,
Ejikeme Jombo Nwagwu
SECTION A
Respondent’s Profile
Instruction: Please tick (X) in the box accordingly.
1.

Qualification of Respondent:
FSLC ( ) WAEC/GCE/SSSC ( ) OND/NCE

(

)

HND/B.Sc./BA/B.Ed. (

) MA/M.Sc./M.Ed. ( )

Ph.D/DPA/D.Sc. ( ) ICAN/etc ( )
2.

Occupation: Pension Fund Administrator ( ) Pension Fund Custodian ( )

Section B
Please answer the following questions using the key as a guide:
Keynotes:

SA = Strongly Agree; A = Agree; D = Disagree; SD = Strongly Disagree.
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H.1:

Indicate your level of agreement that the new contributory pension scheme ensure
prompt and regular payment of pensioners in federal universities in South-Eastern
Nigeria
S/N
Items
SA A
D
1. Pensioners are paid monthly or quarterly pension benefits promptly.
2. Pensioners are paid monthly or quarterly pension benefits regularly.
3. Retirement bonds redemption funds ensures prompt payment of pensioners
4. Retirement bonds redemption funds ensures regular payment of pensioners
5. Pensioners are promptly enrolled for monthly/quarterly pension benefits
immediately after the six months waiting period
6. Contributory pension scheme guarantees availability of funds for prompt
and regular payment of pension benefits to pensioners.
7. Management of pension funds by independent pension funds administrators
and custodians guarantees availability of funds for prompt and regular
payment of pensioners.
8. Retirement bonds redemption funds is promptly accessed on retirement
9. Remittances from employers on staff/employers’ contribution to retirement
fund are always inaccurate due to under cast of the total sum remitted.
10. Retirement benefits of deceased workers or pensioners are easily accessed
by their survivors.
11. Consolidated funds of the scheme will ensure sustainability of the project for
prompt and regular payment of pension benefits.

SD

H.2:

Indicate your level of agreement with the statement that the investment of the contributory
pension funds has generated additional pension benefits to pensioners in federal
universities in South-Eastern Nigeria.
.
S/N Items
SA A D
SD
1.
Pensioners are paid interest accruing from their investments.
2.
Interest to pensioners’ contribution reflects in Pension Fund Administrator’s
monthly or quarterly statement of account on retirement savings account .
3.
Pensioners receive bonus shares from investments.
4.
The initial 25% bulk withdrawal from the RSA on attainment of 50 years after
six months waiting period is an improved package to retirees.
5.
The contribution under the new pension scheme forms part of tax
deductible expenses as additional pension benefits to retirees.
6.
The retirement benefits bond redemption funds is an additional pension
benefit to retirees.
7.
The monthly pension benefit in the new contributory pension scheme is
higher than what was obtainable in the old defined pension benefits scheme
due to the fund’s investment.
8.
The programmed payment of monthly defined contributory pension benefits
does not last for life in favour of those retirees who might outlive the
estimated life span of pensioners.
9.
Payment of 5% of employee’s annual emolument for three years as life
insurance premium by the employer is a source of additional income to
pensioners.
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H.3:

Indicate your level of agreement with the statement that the new pension scheme ensures
transparency and accountability on the part of the Pension Fund Administrators and
Pension Fund Custodians
S/N Items
SA A D
SD
1.
Pension Fund Administrators give annual financial report to contributors
2.
Pension Fund Administrators report to the PenCom any unusual occurrence
with respect to the pension funds which in his view could adversely affect
the rights of the owner of a retirement savings account under the scheme.
3.
Pension Fund Administrators report to PenCom if any employer is in

default of remittance of employees’ contributions.
4.

Pension Fund Administrator or Pension Fund Custodian does not utilize any
pension funds or assets in its custody to meet its own financial obligation to
any person whatsoever.

5.

Pension Fund Administrator/Custodian reports any fraud, forgery or
theft occurring in its organization through national dailies.

6.

Pension Fund Administrator/custodian gives annual reports to contributors
through the national dailies and public notice boards of organizations.

7.

Pension fund administrator keeps proper books of accounts and
records showing income, expenditure, and assets.

8.

The pension fund administrator/custodian, within four months from the end
of each year, cause its accounts to be audited by qualified external auditors.
Private management of the funds independent of government control
ensures security of the funds contributed and its availability on demand.

9.
10.

Maintenance of Retirement Savings Account guarantees fund security
with the Pension Fund Administrator.

11.
12.

Exemption of Pension funds from liquidation process is a security mechanism.

13.

Pension fund administrator/custodian is penalized for refusing to disclose
relevant information to external auditors.
Severe penalty is meted to pension fund administrator/custodian for noncompliance with guidelines in its operations.

14.

The supervisory and regulatory role of the PenCom guard against
fraud, gross mismanagement of the funds, and corruption.

15.

The quarterly Statement of Account from the Pension Fund Administrator to
employee contributors shows the true financial position of each employee
under the scheme.
The Pension Fund Administrator/Custodian declares the interest generated
by investments.
Contributors to consolidated pension fund are regularly informed through
national dailies of all investments with their funds.
Security of the funds is not guaranteed due to government interference
through the National Pension Commission in the administration of the funds.
Government does not interfere in the administration of the accumulated
pension funds.

16.
17.
18.
19.

150

Appendix III
QUESTIONNAIRE (for National Pension Commission Personnel)
Department of Political Science
University of Nigeria
Nsukka
10th November, 2011
Dear Respondent,
I am a doctoral student of Department of Political Science, University of Nigeria, Nsukka. I am
conducting a research on the administration of the new Defined Contributory Pension Scheme in federal
universities in south-eastern Nigeria, as provided in the Pension Reform Act 2004. You are requested to
kindly fill this questionnaire as honestly as possible. I am assuring you that your response will be used
purely and strictly for academic exercise.
As I plead with you to assist me by ensuring that the questionnaire is returned to the undersigned,
I assure you of my esteemed regard for your wonderful cooperation.
Yours sincerely,
Ejikeme Jombo Nwagwu
SECTION A
Respondent’s Profile
Instruction: Please tick (X) in the box accordingly.
1.

Qualification of Respondent:
FSLC ( ) WAEC/GCE/SSSC ( ) OND/NCE

(

)

HND/B.Sc./BA/B.Ed. (

) MA/M.Sc./M.Ed. ( )

Ph.D/DPA/D.Sc. ( ) ICAN/etc ( )
2.

Occupation: Core PenCom Employee ( ) Staff on Secondment to PenCom( )

Section B
Please answer the following questions using the keynotes as a guide:
Keynotes:

SA = Strongly Agree; A = Agree; D = Disagree; SD = Strongly Disagree.
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H.1:

Indicate your level of agreement that the new contributory pension scheme ensures
prompt and regular payment of pensioners in federal universities in South-Eastern
Nigeria
S/N
Items
SA A
1. Pensioners are paid monthly or quarterly pension benefits promptly.
2. Pensioners are paid monthly or quarterly pension benefits regularly.
3. Retirement bonds redemption funds ensures prompt payment of pensioners
4. Retirement bonds redemption funds ensures regular payment of pensioners
5. Pensioners are promptly enrolled for monthly/quarterly pension benefits
immediately after the six months waiting period
6. Contributory pension scheme guarantees availability of funds for prompt
and regular payment of pension benefits to pensioners.
7. Management of pension funds by independent pension funds administrators
and custodians guarantees availability of funds for prompt and regular
payment of pensioners.
8. Retirement bonds redemption funds is promptly accessed on retirement
9. Remittances from employers on staff/employers’ contribution to retirement
fund are always inaccurate due to under cast of the total sum remitted.
10. Retirement benefits of deceased workers or pensioners are easily accessed
by their survivors.
11. Consolidated funds of the scheme will ensure sustainability of the project for
prompt and regular payment of pension benefits.

D

SD

H.2:

Indicate your level of agreement with the statement that the investment of the contributory
pension funds has generated additional pension benefits to pensioners in federal universities in
South-Eastern Nigeria
S/N Items
SA A D
SD
1.
Pensioners are paid interest accruing from their investments.
2.
Interest to pensioners’ contribution reflects in Pension Fund Administrator’s
monthly or quarterly statement of account on retirement savings account .
3.
Pensioners receive bonus shares from investments.
4.
The initial 25% bulk withdrawal from the RSA on attainment of 50 years after
six months waiting period is an improved package to retirees.
5.
The contribution under the new pension scheme forms part of tax
deductible expenses as additional pension benefits to retirees.
6.
The retirement benefits bond redemption funds is an additional pension
benefit to retirees.
7.
The monthly pension benefit in the new contributory pension scheme is
higher than what was obtainable in the old defined pension benefits scheme
due to investment of the funds.
8.
The programmed payment of monthly defined contributory pension benefits
does not last for life in favour of those retirees who might outlive the
estimated life span of pensioners.
9.
Payment of 5% of employee’s annual emolument for three years as life
insurance premium by the employer is a source of additional income to
pensioners.
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H.3:

Indicate your level of agreement with the statement that the new pension scheme ensures
transparency and accountability on the part of the Pension Fund Administrators and
Pension Fund Custodians
S/N Items
SA A D
SD
1.
Pension Fund Administrators give annual financial report to contributors
2.
Pension Fund Administrators report to the PenCom any unusual occurrence
with respect to the pension funds which in his view could adversely affect
the rights of the owner of a retirement savings account under the scheme.
3.
Pension Fund Administrators report to PenCom if any employer is in

default of remittance of employees’ contributions.
4.

5.
6.
7.
8.
9.
10.
11.
12.
13.
14.
15.

16.
17.
18.
19.

Pension Fund Administrator or Pension Fund Custodian does not utilize any
pension funds or assets in its custody to meet its own financial obligation to
any person whatsoever.
Pension Fund Administrator/Custodian reports any fraud, forgery or theft
occurring in its organization through national dailies.
Pension Fund Administrator/custodian gives annual reports to contributors
through the national dailies and public notice boards of organizations.
Pension fund administrator keeps proper books of accounts and records
showing income, expenditure, and assets.
The pension fund administrator/custodian, within four months from the end
of each year, cause its accounts to be audited by qualified external auditors.
Private management of the funds independent of government control
ensures security of the funds contributed and its availability on demand.
Maintenance of Retirement Savings Account guarantees fund security with
the Pension Fund Administrator.
Exemption of Pension funds from liquidation process is a security mechanism.

Pension fund administrator/custodian is penalized for refusing to disclose
relevant information to external auditors.
Severe penalty is meted to pension fund administrator/custodian for noncompliance with guidelines in its operations.
The supervisory and regulatory role of the PenCom guard against fraud,
gross mismanagement of the funds, and corruption.
The quarterly Statement of Account from the Pension Fund Administrator to
employee contributors shows the true financial position of each employee
under the scheme.
The Pension Fund Administrator/Custodian declares the interest generated
by investments.
Contributors to consolidated pension fund are regularly informed through
national dailies of all investments with their funds.
Security of the funds is not guaranteed due to government interference
through the National Pension Commission in the administration of the funds.
Government does not interfere in the administration of the accumulated
pension funds.
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Appendix IV
INTERVIEW QUESTIONS (for pension fund administrators/custodians and the National Pension
Commission)
1. Do government pay its own part of the contributory pension scheme?
2.

Do you receive complaints from contributors about under-casting of their contributions as
evident in their Retirement Savings Account? If you do, what action have you taken to correct the
mistakes?

3. Have you received any information about contributors complaining of not knowing where their
money have been deposited or who is safe-keeping their money?
4. What are your constraints in the administration of the new pension scheme?
5. What success have you recorded in the administration of the new contributed pension funds?
6. Please show me evidence of external audit reports from 2007 to 2011? May I have a copy each of
the reports for the study?
7. Please show me evidence of returns on investments disbursed to holders of retirement saving
account? May I have a copy of such evidence for the study?
8. What is the degree of PenCom’s involvement in its function of issuing guidelines for the
investment of pension funds?
9. Does the Commission interfere unduly in the business of investing pension funds?
10. Does the Commission issue stringent rules and guidelines for the management of the pension
funds?
11. What are the challenges facing pension fund administrators and custodians in the administration
of the new contributory pension scheme?
12. Has the PenCom sanctioned any pension fund administrators or custodians since its inception?
13. Has the Commission been creating public awareness to educate the public on the establishment
and management of the scheme?
14. Has the Commission received and/or investigated any complaints of impropriety preferred against
any Pension Fund Administrator, Pension Fund Custodian, employer or any of their staff or agent?
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