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ABSTRACT

This study appraisedthe institutional franework for the Pension Policy of 2004
contributory pension schemne; it also examned the perception of workers on the
i nplenentation of the policyinthe selected Local Governnent Areas and the effect of
the policy onthe workers’ attitude to workinthe selected Local Governnent Areas and
anal ysedt he challenges of thei nple nentati on of t he pension policyinthe selected Local
Government Aeas. These were wththe viewto deter mningthe relationship bet ween

wor kers and governnent inthe i nple mentation of the 2004 contribut ory pension palicy.

Pri nary and secondary data were usedfor thisstudy. Pri nary data were generated
fromt he respondentsthrought he use of questionnaire andinterviewgui de. The study was
carried out i n Southwestern N geria Muilti-stage sanplingtechni que was adopted A the
first stage, Southwestern N geria was stratified intothree axis: Lagos/ Qgun, Oyo/ Gsun
and Ondd Ekiti due totheir geographical closeness. A the second stage, Lagos, Ondo
and Gsun were selected usi ng randomt echni ques due totheir proxi nitytothe researcher
and the zone being predomnately a Yoruba speaking area; while at the third stage, 18
Local Government Areas were selected(t wo Local Governnent areas each fromthethree
senatorial districts of the chosen states representing one urban and one rural). A
popul ationtataling 16,000 i nt he study area conprised bath Senior and Manage nent staff
selected wthinthe selected Local Governnents. Using Yaro Yanmane Mthod based on
the tatal workforce in each state, a sanple size of Lagos (140), Ondo (125) and Gsun
(135) tataling 400 respondents was selected Alsq intervews were conducted in the
three states for six of the officersinthe pension manage nment offices and six ne nbers of
staff above GL 14 inthe Local Governnent Service Commssion (LGSQ. This was
becauset hey were know edgeabl e about t he pension policy. Secondary data were derived

through relevant government publications, books, journals, articles, magazines and the



inernet. Data collected were anal ysed using appropriate si nple percentages and chi-

square anal ysis.

The resuts showedt hat the i nstitutional franework for the pension policy of 2004
contributory pensionsche ne was weak andi neffective (56.05%. The results showedt hat
there was no significant relationship bet ween the i nplenentation of the policy and
perception of workersinLagos urbanareas (2 =2 098 p >.05) and Lagosrural areas (2
=0.909 p >.05 and Gsun State urban areas (2 =0.739, p >.05) and Gun Saterural
areas (2 =0.357, p >.05). However, it was significart in Ondo State urban areas (2 =

6.459, p <.05). Theresults alsoshowedt hat the policy had no effect on workers’ attitude

to workin Lagos State urban areas (2 = 1 360, p >.05), Lagos Saterural areas (2

0.179 p >.05), Ondo Sate urbanareas (2 =0.060, p >. 05), Ondo Saterural areas (2
1219 p >.05 and Gsun Sate urban areas (2 =2 903 p >.05), Gun Saterura areas
(@ = 1969 p >.05. The results further showed that there were inconsistent and

irregular remttances from enployer’s contributions (73.429% unnecessary delays

(56.059% and long duration of ti e in processing pay nent of pension (54.479%.

The study concl udedt hat t here was poor i pl e nentati on of t he 2004 contributory

pension pdicyin Local Government areas of the Southwestern Ngeria
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CHAPTER ONE
I NTRODUCTI ON
11 Backgroundtothe Sudy

Pension schene and its manage nent renains a A obal issue. Thus, in Nigeria, pension
manage ment schene faces a lat of setbacks such as poor docunentation lack of funding,
insuffident subvertions and grants, release of pension funds directly to the under witers,
accumnul ated arrears of pensioners, failureto make use of appropriateinvest nent portfdios, lack
of accountahility, corruption and e mbezzlenent of funds, Fapohunda (2013). Qher problens
include burdensone clearance procedures, incompetent and amateur staff, abysmal hunan
relations, lack of eti quette and si nple courtesy. Resultartly, e npl oyees’ 1oyaltyand commit nent

to an organization are negativel y affected (Qarewaju 2011 and Ayegba, 2013).

Thus, inrecent decades, pension-related issues keep captivating the attention of nore
countries including Chile, Britain Mxico and Bolivia For instance, in his work on World
Bank, Robolino (2006) ascertains that many countries have opted for different forns of
contributory pension schemes which enable empl oyers and their ennployees to save certain
percentages of their monthly earnings to a Retirenent Saving Account (RSA). Itis fromthis

account that they woul d be drawng their irterest after retirenent (Sule, 2009 and Ser ns, 2006).

Smart (2015), Ayegba (2013) and PenCom(2016) note that, before 2004, nost public
organisations used a Defined Benefit Sche me also known as Pay- As- You- Go, andt hat the final
entitlerments were determ ned by service length andter mnal e ol unents. The Defined Benefit

Pension Schene in Ngeria was affected by many problens. The problens included poor
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funding shortage of budgetary release subjected to benefits resulted into unprecedented and

unsustai nabl e outstandi ng pension deficit esti mated at over two trillion naira before 2004.

The new pension scheme naned Funded Contribuory Benefit Scheme (FCBS) was
established in July, 2004. It is neant for Federal Public Service e npl oyees, Federal Capital
Territory e npl oyees, Sate Governnent e npl oyees and e npl oyees of private sectors, and the
sche me houses National Pension Comnission (PenComn), Pension Fund Admnistrators (PFAs),
A osed Pension Fund Admi nistrators ( CPFAs) and Pension Fund Cust odians (PFCs). Because it
is a contribtory scheme, mn num of 7.5 percent of enployees’ basic salary, housing and
transport all owances areto be contributed and emypl oyers are expectedto contribute the sane
amount. This will make the tatal mn mum nonthly contribution of all e npl oyees under the
schene 7.5%i.e 15%(fifteen percent) of their basic salary, housing and transport all owances
though it was later reviewed to 18% 10% of the e nployer and 8 % of the e npl oyee’s basic
salary, housing and transport all owances (PenCom 2004; World Bank, 2015; Bal ogun, 2006;

Isah 2014; Avyabei, 2010, Qadipo 2011, Anstrong, 2010, Srart, 201 and Ayegba, 2013).

N geria adopted a Defined Benefit Sche e (Pay- As- You- Go) before the advent of the
newpensionschene, andit was burdened witha la of problens. adipo(2011) associatedthe
faluwe of Defined Benefit System of pension to problens such as inefficdency,
maladmnistration lack of funding etc. Because of the aforenentioned problens, it becane
necessarytorefor mthe pension schene sothat retirees’ benefit is catered for. Theseidentified
deficiencies necessitated the introduction of a new pension scherme — Contributory Pension
Schene (CPS). Accordingto Ahnad (2006), contributory pension scheme serves a nunber of

pur poses whichinclude ensuringthat every wor ker recei ves his or her retire ment benefits as and
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when due to cater for their livelihood after retirement when ol d age is expectedto have set in
regul atingthe standard for the ad m nistration of pension natters and securing conpliance ( Aa,

2014, Robolino 2006, Agba, 2010, Ayegba, 2013 and PenCom 2014).

National Pension Comni ssion(PenCom 2004) was establishedto ensurethe regul ation
supervision and effecti veness of pension nmatters. Hence, the Commissionis aut horized under t he
Act tointer alia estadish standard rules for the nmanage ment of pension funds, approval of
license, regulation of PFAs, PFG and CPFAs, manage ment of national data bank on pension
andi nposi ng sanctions or fines on erring e npl oyers. The Commissionalso ensuresthat pay nent
and remttance of contributions are made and beneficaries of Retirement Savings Accounts
(RSAs) are paid at the appropriateti ne. The invest nent of pension assets was outlinedinthe
Act, subject toenforce ment by PenCom( darewaju 2011 and Sule, 2009). The sche e prowvi des

that:

National Pension Commi ssion(PenCom) shall regul ate, supervise,
and ensure the effective admnistraion of pension matters in
N geria The powers of the Comnission shall be to for milate,
direct and oversee the overall poicy on pension natters in
N geria to fix the terms and conditions of service including
remuneration of t he e npl oyees of t he comni ssion. Request or call
for infor mation fromany e npl oyer or pension admnistrator or
custodian or any pension or institution on meatter relating to
retirenment benefit charge and collect suchfees or penalties. These
are specified by the Commission which establishes and acquires
offices and ot her premses for the use of the Commi ssioninsuch
locations as it may dee mnecessary for the proper perfor mance of
its functions under this Act, establishes standard rules and
regu ations for the manage ment of pension funds under this Act
(NPC 2004, PenCom 2004 & 2014, Ene, 2011 and ldoww,
2006).
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