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ABSTRACT 

Thi s  st udy appraised t he i nstit utional  fra me wor k f or  t he Pensi on Poli cy of  2004 

contri but ory pensi on sche me;  it  also exa mi ned t he percepti on of  wor kers  on t he 

i mpl e ment ati on of  t he policy i n t he sel ect ed Local  Government  Ar eas  and t he effect  of 

the policy on t he wor kers’  attit ude t o wor k i n t he sel ect ed Local  Gover nment  Ar eas  and 

anal ysed t he challenges  of  t he i mpl e ment ati on of t he pensi on policy i n t he sel ect ed Local 

Gover nment  Ar eas.   These were wit h t he vi ew t o det er mi ni ng t he rel ati onshi p bet ween 

wor kers and government in t he i mpl e ment ati on of the 2004 contri but ory pensi on policy.  

 Pri mar y and secondary dat a were used f or  t his  st udy.  Pri mar y dat a were generat ed 

from t he respondents  t hrough t he use of  questi onnaire and i nt ervi ew gui de.  The st udy was 

carried out  i n Sout hwestern Ni geria.  Multi-stage sa mpli ng t echni que was  adopt ed.  At  t he 

first  st age,  Sout hwest ern Ni geria was  stratified int o t hree axis:  Lagos/ Ogun,  Oyo/ Osun 

and Ondo/ Ekiti  due t o t heir  geographi cal  cl oseness.   At  t he second st age,  Lagos,  Ondo 

and Osun were sel ect ed usi ng rando m t echni ques due t o t heir  pr oxi mit y to t he researcher 

and t he zone bei ng predo mi nat el y a Yor uba speaki ng area;  while at  t he third st age,  18 

Local  Government  Ar eas were sel ect ed (t wo Local  Government  areas  each from t he t hree 

senat orial  di stricts of  the chosen st at es  representi ng one ur ban and one r ural).  A 

popul ati on t ot aling 16, 000 i n t he st udy area co mprised bot h Seni or  and Ma nage ment  st aff 

select ed wit hi n t he sel ected Local  Governments.  Usi ng Yar o Ya mane Me thod based on 

the t ot al  wor kforce i n each st ate,  a sa mpl e si ze of  Lagos  ( 140),  Ondo (125)  and Os un 

(135)  t ot ali ng 400 respondents  was  sel ect ed.   Also,  i nt ervi ews  were conduct ed i n t he 

three st at es  f or  si x of  t he officers  i n t he pensi on manage ment  offices  and si x me mbers  of 

staff  above GL 14 i n t he Local  Government  Servi ce Co mmi ssi on ( LGSC).  Thi s  was 

because t hey were knowl edgeabl e about  t he pension policy.  Secondary data were deri ved 

through rel evant  government  publications,  books,  j ournals,  articles,  magazi nes  and t he 
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internet.   Dat a collected were anal ysed usi ng appr opriate si mpl e percent ages  and chi -

square anal ysis. 

The results showed t hat  the i nstit utional  fra me work f or  t he pensi on poli cy of  2004 

contri but ory pensi on sche me  was  weak and i neffecti ve ( 56. 05 %).  The results showed t hat 

there was  no si gnificant  relati onshi p bet ween the i mpl e ment ati on of  the  poli cy and 

percepti on of  wor kers  i n Lagos  ur ban areas  ( 2  = 2. 098,  p > . 05)  and Lagos  r ural  areas  ( 2 

= 0. 909,  p > . 05)  and Osun St at e ur ban areas  ( 2  = 0. 739,  p > . 05)  and Osun St at e r ural 

areas  (2  = 0. 357,  p > . 05).  Ho wever,  it  was  si gnificant  i n Ondo St at e ur ban areas  ( 2  = 

6. 459,  p < . 05).  The results also showed t hat  t he policy had no effect  on wor kers’  attit ude 

to wor k i n Lagos  St at e ur ban areas  ( 2  = 1. 360,  p > . 05),  Lagos  St at e rural  areas  ( 2  = 

0. 179,  p > . 05),  Ondo St ate ur ban areas  ( 2  = 0. 060,  p > . 05),  Ondo St at e rural  areas  ( 2  = 

1. 219,  p > . 05)  and Osun St at e ur ban areas  ( 2  = 2. 903,  p > . 05),  Osun St at e r ural  areas 

(2  = 1. 969,  p > . 05).   The results furt her  showed t hat  t here were i nconsistent  and 

irregul ar  re mittances  fro m e mpl oyer’s  contri buti ons  ( 73. 42 %)  unnecessary del ays 

(56. 05 %) and l ong duration of ti me i n processi ng pay ment of pensi on (54. 47 %).  

The st udy concl uded t hat t here was  poor  i mpl e ment ati on of  t he 2004 contribut ory 

pensi on policy i n Local Gover nment areas of t he Sout hwestern Ni geria.   
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CHAPTER ONE 

I NTRODUCTI ON  

1. 1  Background to the St udy  

Pensi on sche me  and its  manage ment  re mai ns  a  Gl obal  i ssue.  Thus,  i n Nigeri a,  pensi on 

manage ment  sche me  faces  a l ot  of  set backs  such as  poor  docu ment ation,  l ack of  f undi ng, 

insufficient  subventi ons and grants,  rel ease of pensi on f unds  directl y t o t he under writers, 

accumul at ed arrears  of  pensi oners,  fail ure t o make use of  appr opriate i nvest ment  portfoli os,  l ack 

of  account ability,  corruption,  and e mbezzle ment  of  f unds,  Fapohunda ( 2013).  Ot her  pr obl e ms 

incl ude bur densome  cl earance pr ocedures,  i ncompet ent  and a mat eur  staff,  abys mal  hu man 

relati ons,  l ack of  eti quette and si mpl e courtesy.  Resultantl y,  e mpl oyees’  l oyalt y and co mmi t ment 

to an organi zati on are negati vel y affected ( Ol arewaj u, 2011 and Ayegba, 2013).   

 Thus,  i n recent  decades, pensi on-related i ssues  keep capti vati ng t he attenti on of  mor e 

countries  i ncl udi ng Chile,  Britai n,  Mexi co and Boli vi a.  For  i nstance,  in hi s  wor k on Worl d 

Bank,  Roboli no ( 2006) ascertai ns  t hat  many countries  have opt ed for  different  f or ms  of 

contri but ory pensi on sche mes  whi ch enabl e empl oyers  and t heir  e mployees  t o save cert ai n 

percent ages  of  t heir  mont hl y earni ngs  t o a Retire ment  Savi ng Account  (RSA).  It  i s  from t his 

account t hat they woul d be drawi ng t heir interest after retire ment (Sul e, 2009 and St er ms, 2006).  

Smart  (2015),  Ayegba (2013)  and PenCo m ( 2016)  not e t hat,  before  2004,  most  publi c 

or ganisations  used a Defined Benefit  Sche me  al so known as  Pay- As- You- Go,  and t hat  t he fi nal 

entitlements  were det ermi ned by servi ce l engt h and t er mi nal  e mol uments.  The Defi ned Benefit 

Pensi on Sche me  i n Ni geria was  affect ed by many pr obl e ms.  The pr obl e ms  i ncl uded poor 
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fundi ng,  shortage of  budget ary rel ease subj ect ed t o benefits resulted i nto unprecedent ed and 

unsust ai nabl e outstandi ng pensi on deficit esti mated at over t wo trillion naira before 2004.  

The ne w pensi on scheme  na med Funded Contribut ory Benefit  Sche me ( FCBS)  was 

established i n Jul y,  2004.  It  i s  meant  f or  Federal  Public Servi ce e mpl oyees,  Federal  Capit al 

Territ ory e mpl oyees,  St ate Gover nment  e mpl oyees  and e mpl oyees  of  privat e sect ors,  and t he 

sche me  houses  Nati onal  Pensi on Co mmi ssi on ( PenCo m),  Pensi on Fund Ad mi nistrat ors  ( PFAs), 

Cl osed Pensi on Fund Admi nistrat ors  ( CPFAs)  and Pensi on Fund Cust odi ans  ( PFCs).  Because it 

is a contri but ory sche me,  mi ni mu m of  7. 5 percent  of  e mpl oyees’  basi c sal ary,  housi ng and 

transport  all owances  are t o be contri buted,  and empl oyers  are expected to contri but e t he sa me 

a mount.  This  will  make t he t ot al  mi ni mu m mont hl y contri buti on of  all e mpl oyees  under  t he 

sche me  7. 5 % i. e.  15 % (fifteen percent)  of  t heir  basic sal ary,  housi ng and transport  all owances 

though it  was  l at er  revie wed t o 18 %,  10 % of  t he e mpl oyer  and 8 % of  t he e mpl oyee’s  basi c 

salary,  housi ng and transport  all owances  ( PenCom,  2004;  Worl d Bank,  2015;  Bal ogun,  2006; 

Isah, 2014; Ai yabei, 2010, Ol adi po, 2011, Amstrong, 2010, Smart, 201 and Ayegba, 2013). 

 Ni geria adopt ed a  Defi ned Benefit  Sche me  ( Pay- As- You- Go)  before t he advent  of  t he 

ne w pensi on sche me,  and it  was  bur dened wit h a lot  of  pr obl e ms.   Ol adi po ( 2011)  associ at ed t he 

fail ure of  Defi ned Benefit  Syst e m of  pensi on t o pr obl e ms  such as  i nefficiency, 

mal admi nistrati on,  l ack of  f undi ng,  et c.  Because of  t he af ore menti oned pr obl e ms,  it  beca me 

necessary t o refor m t he pensi on sche me  so t hat  retirees’  benefit  i s  cat ered f or.  These i dentified 

deficienci es  necessitated t he i ntroducti on of  a  ne w pensi on sche me  – Contri but ory Pensi on 

Sche me  ( CPS).  Accor ding t o Ah mad ( 2006),  contri but ory pensi on scheme  ser ves  a nu mber  of 

pur poses  whi ch i ncl ude ensuri ng t hat  every wor ker  recei ves  hi s  or  her  retire ment  benefits  as  and 



3 
 

© Obaf e mi Awol owo Uni versity, Il e-Ife, Ni geri a 
For mor e i nf or mati on contact ir- hel p@oauife. edu. ng   

 

when due t o cat er  f or  t heir  li veli hood after  retirement  when ol d age i s  expect ed t o have set  i n, 

regul ating t he st andard for  t he ad mi nistrati on of  pensi on matters  and securing co mpli ance ( Aj a, 

2014, Roboli no, 2006, Agba, 2010, Ayegba, 2013 and PenCo m, 2014).  

Nati onal  Pensi on Co mmi ssi on ( PenCo m,  2004)  was  est ablished t o ensure the regul ati on, 

supervisi on and effecti veness  of  pensi on matters.  Hence,  t he Co mmi ssi on i s  aut hori zed under  t he 

Act  t o i nt er  ali a,  est ablish st andard r ul es  f or  t he manage ment  of  pension f unds,  appr oval  of 

license,  regul ati on of  PFAs,  PFCs  and CPFAs,  manage ment  of  nati onal dat a bank on pensi on 

and i mposi ng sancti ons  or  fi nes  on erri ng e mpl oyers.  The Co mmi ssi on al so ensures  t hat  pay ment 

and re mittance of  contributi ons  are made and beneficiaries  of  Retire ment  Savi ngs  Account s 

( RSAs)  are pai d at  t he appr opriate ti me.   The i nvest ment  of  pensi on assets was  outli ned i n t he 

Act,  subj ect  t o enforce ment  by PenCo m ( Ol arewaju,  2011 and Sul e,  2009). The sche me pr ovi des 

that: 

Nati onal  Pensi on Co mmi ssi on ( PenCo m)  shall  regul ate,  supervise, 

and ensure t he effecti ve ad mi nistrati on of  pensi on matt ers  i n 

Ni geria.  The powers  of t he Co mmi ssi on shall  be t o f or mul at e, 

direct  and oversee t he overall  policy on pensi on matt ers  i n 

Ni geria,  t o fi x t he t erms  and conditi ons  of  servi ce i ncl udi ng 

re munerati on of  t he e mpl oyees  of  t he co mmi ssi on.  Request  or  call 

for  i nfor mati on from any e mpl oyer  or  pensi on admi nistrat or  or 

cust odi an or  any pension or  i nstit ution on matter  rel ati ng t o 

retire ment  benefit  charge and collect  such fees  or  penalties.  These 

are specified by t he Commi ssi on whi ch est ablishes  and acquires 

offices  and ot her  pre mi ses  f or  t he use of  t he Commi ssi on i n such 

locati ons  as  it  may dee m necessary f or  t he pr oper perfor mance of 

its functi ons  under  t his  Act,  est ablishes  st andar d r ul es  and 

regul ations  f or  t he manage ment  of  pensi on f unds  under  t hi s  Act 

( NPC,  2004,  PenCo m,  2004 & 2014,  Eme,  2011 and I dowu, 

2006). 

 


