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Chepter‘ Elghteen

Retlrement and Pensmn Management Is*sues m ngerla' Challenges and
Prospects of the New Penswn Seheme

Amef ok S Ukmmizz

.- ..’.'- '__' :

A bf.*tmef

o Rgnrement and penw(m mauers }zave been fme of rhe ehallenges facmg -
both the public and private organizations in Nigeria.Certainly there is”~
“a point in time when an employee chooses to leave his or her
employment permanently and it generally coincides with the ehglblhly o
of the employee to collect retirement: benefits raiging: from “sovial - . -
- Lsecurity 1o company pension. 1t .is against -this background - thatthis-< -
. 2. chapter is designed to examine Retiremenl and pension manqgement .
S dssues..in Nigeria. The Chapter, empieyed content analym as its
L -res*earch me!hodelogy and relied herml:y on secondary source of data.
- The chaprer s cilwded mm five sections: - introduction, history of
S ”'-*'pen.s'mn in-Nigeria, the hew pensioti-reform:of 2004 and the challenges
. and: prospect of the new pension.. It concludes that the retirement of a
‘worker from active services is a phase in life that every warker .shauld |
not ignore whether planned for or not. The phase requires adequate
preparations by the worker and the employer to ease the.paiys and the .
prglg(em gseezated w;{h 1 ;m emenj as such it is the reepansibth{y af
“the go vernmem and Pensmﬂ Fiind A c?lfnl fistralors” W0 ‘ensure that'the *
right pehslfee'ﬁbhetes are pzit i place re prbtecf l}ie mghls tlrn’ﬁ we{]’are AR N
ej Petipegsy - T Tl R S SR LEITL T A

Intmduetion

; etl.rement certainly 1s a pmnt in.time. when an employee cheeses to
" leave. his or her employment permanently (e1ther voluntarily or
h -mveluntarlly) and it ‘generally coincides with the eligibility of the

empleyee to_collect. retircment beneﬁts ranging . from. social security. teﬁ_fj

company- -pension. ete.. Aden1y1 Akmnum, Falola and Folakemj (2017),:__
observe that retirement is a phase of life that every employee must reach_
whether prepared for or not. Other studies note that retiremént is an
inevitable stage in someone’s life be it in the private or publle,servme and a

petiod in - time where one’s. effort in an organization and®fole as a paid -
worker cases (Agoro, 2009; Ahmed, 2007, Bassey and- Asinya, 2008). The
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cessation of the rolc or cffort of an employee in an organization can be as a
result of ill health, age or statutory completion of thc number of ycars in
service. The reform of the civil service decree No. 43: of 1988 has put the -
retirciment of workers at 60) years or 35 years in service.

From the reform there arises the need to carcfully and adequately manage
these categories of workers who had given most of therr life time and effort
to the actualization of organizational goa]s and growth. It therefore presents
a pathetic situation when the retiree is not adequately preparcd to face this
mandatory and ultimate phase of life. This development necessitates the
need for a pension scheme to be put in place in order to cater for future
responsibilities of thesc categories ol workers and enable them have a
rcasonable standard of living prior to what obtams while thcy were in actlive
service,

In Nigeria, and .most. other developing countries, government restrict
working age of+-public civil servants in order to prevent an aging labour
torce and allowing enlrants *of young ablc bodied labour for increasing
efliciency and productwﬂiy (F’c_dcl’al Républic of Nigeria Office/Gazaette,
2004). This became important because as an cmployee becomes older, the
Marginal Physical Productivity of Labour (MPPL) will dcclme therefore,
retaining such an employee in the service of the orgamzallon w111 lead to
running an organlzatlon ata loss | -

Accmdmg to Maji (2014) while the statutory WOl‘klﬂ& age in public scrvice
1s fixed at su;ty (60) years or tlurty five (35) years of uribroken active
working service before retircment, the Retirement Age Hannumzatmn Act
of 2012 Stamps the rctircment age of judicial officers and academic staft of
tertiary institutions at 70 and 65 years respectively becduse of the bellcf that

the older, the wiser”,

On retirement a retllee publlc officer usually reccives benefits in the f‘orm
of glatmty and pcnsmn (Jratmty is the suiti Total Tump pald to an employ&%
on exltmg from the service either through withdrawal or retirement, while-
pénsnbn s the sum of annuity paid pm mdlcally, usually monthly t6 a publi¢-

-servant ‘who- dlaen&,agés from scrvice after attaining a‘specified age limit -
usually 60 ycarc; or 35 ycars oi actlve service (Ezeam 2005 Ebosete* 2001)

However, gfatully aud pension: age post employm@nt bcneﬂtq and thesa
béﬁ&ﬁts._ are .designod: to. prevent ‘a sudden sharp drop-in  the -.tlndnuﬂL
capacitydidnd living® standard- of the® worker as would happen with . the..
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__-qtoppage of his monthly salary and allowances after disengagement. The
gratuity, pald the worker after rctirement is meant to enable the retiree
~finance any post-retirement endeaveur of his ehmee whlle the pemmn
flrepldceb the monthly salary the retirce 5etb while he, was still in active
scrvice (Babasola, 2000). The 1mplleallon 1S, ”t_hat the retirec havm Qent a

ERNESE xS SUEY. L TSN .r,-v‘-.*

substantial part of ploduetlve life wmkmgﬁ ‘to eam_. a llvmg, can also jn. hls

) SN PV PRI

old age sustain and maintain a Slandard of llvmg eemparable fo w_hat he was
used to when in active service. That is the more reason some progressive
&ovemmente enact laws 1o baek up lheu: poheles en employment retlrement |
and pension in both privatc_and publlc scctors of the economy. Cd:,-.ey
| (201 1) and Taiwo. (2014) noted lhal pensmn as a, form of somal seeunty
against old age poverty and other uncertaintics have attraeted great mtel'ebt

almost everywhere in the world, whethu n developed c:ounlrles

Pension pragrammes espeually ‘those that arc pubhcly ﬁndnced ‘and
managed, have become an issuc of concern to policy makers, economists
and thc general public. It has become concern not only because such
programmes are cenfral to the well- bemg of pensiopers and the cldelly, but
also because the ma_mrnty of pension . prorgammes arc not_ actually
financially stable and as such, they are run -al. deficits, thus makmg the

 present value oftllell’ future llabIT t.lf;Sf to.be. ehd’r‘fﬁe’u,stauaiehaflengmg

J‘.‘,-.l TFEE LW RS S
e _?"Ei

Ademyl et al (2017) assert that in seme countr“ie ﬁ_eabemaﬂ tﬁose 1hat are
: eeonomlcally advaneed pensmns dl‘é usually exteﬁ*" d t’g %fﬁgf‘ ﬁéé DI‘IC§ of
‘pe()ple aparl from’ retirees, such as widows, or phans *ﬁieéﬁled peoble 11‘1 lhe
form of dlsablllty pensmm and the e]derly or the aged o

"'ai

’ , . . e ' ’ )
' 1i.e. 'f‘: & .:i : o I
: i L i

“To this cnd an overview of the history of pension managcmcint i ngeﬂa
and the issues there from is needed for a general undcrstanding of: this form
of social security- progrannne the cffect on - the retireées “and possible
‘prospects of the new pension scheme (2004) as well as thé: challenges and
how to mmm‘nze the seemmg clmllen;;es -Wthh 18 the,reasen.foﬁ this study.:

B -“Hietory of Penslen Management m Nigerm and the issues there fmm

Aeeordmg to Uzema as elted in Abdulazecz (2014) the N lgerla cml serviee
“was ‘a brainchild of the colonial administration and the colenlal ofilee
“handed over to Nigeria what may be -called “Model, Pension. Legislation?.
‘Thig.was. so because Nigeria as | a former colony of .Britain, inherited a
pension tradition into he1 public sector that is entirely. modeled. after fthe
British structure. ~
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The first leyblatwe douunent on pensmn n Nigena was the 1951 pcnsmn-‘f’ii; |

Ordmance which has rctloactlvc cffcct flom Jdmmry 1, 1946 The ordinance

provided publlc servants with both’ penmon ;and glatmty The: National
Provident Fund (NPF) SLl’lLIl‘lEﬁ EbtdbllbhEd in 1961 was the first lcgi‘;ldtmn
lo address pension matters of prlvatc ol*gamzdtmnb mn ng_.,erla ‘The Fund
was the first social pmtectmn bLl‘lElTlE for the non- pcnsmnablc private sector
'emplnyees in ngerla The pension 01d111.:1nue of 1946 conhmcd vital
information abmll lhe pllbllb ‘sector pcnsmn scheme ranging “from the
1dent1ﬁcat10n of who Native Administration Servant (as public: servants
weére then called) is, the nature of “‘benefits (pensions and gratmty) aind
'ehglblhty condltmm ‘the minimum annual salaries that qualify for either
pension “and gratulty or gralmty alone; the rules for the. cﬁndo nation of
service, 'to “rules on ‘misconduct leading to ‘a reduction in or outright
forfeiture of benefits entitlements. The first private sector pensmn scheme
n, ngerm was, get up for the emplnyces of the ngeua Brewerles m 19‘54
_;__..wblch sggs _ﬁqllowgd by Umted Afuccm Cumpany (UAC) in 1957

—HGWéVéf Péﬁglo‘l’l Mﬁhagemcnt in’ ngjerla was mainly .a saving scheme
f’x\}here "bath employﬁ@ Arid employer “ec)ntrlbuted certaint 'sum-on monthly
basis. The scheme’ provldcd for only one-offlump. siim benefit: (Ahmadi,
2007). The National Provident Fund (NPF) was followed by Armed Forces
Pension Acts No. 103 also of 1972 and by the Pension Acts No. 102 of
1979. Other pension Acts include: Pension Rights of Judgc‘; Acts No. § of
1985 whlch states that other than the Chief Justice of Ni geria who has’ held
office as a judicial ofﬁucr for a permd of not less than fifteen ycars shall be
entitled to life pension at a rate equwalenl to his last annual salary plua his
-consolidated allowances; the policc and other gﬂvemmml agencics pension
~seheme: énacted under pension Acts No. 75 of 1987, the local government
_pensmn edict whlch culminated in the setting; of the local government staff
_pension board-of 1987 which. was eslabhthd to take care. of pcnmon

matlers. a.mong local government. “-fmplﬂ}’CCS e el ENAEEEERT AR

The: Natmnal SOClal Insurance: Trust Fund (NSITF) SLhEl‘ﬂC was. C;ct up m |
1993 by Decree No. 73 of 1993 to replace the defunct NPF &chemc with -
effect ﬁ:omj ™ July, 1994 ‘to cater for' employees in private segtor” of the L

,,,,,,

*’fgc(snoj_f'ﬁﬁﬁ(EaIDgun 2000): Tn 1997, the- parastatals were: allowed to have
- %ED'SIQTL'-'__;;__gc'sl‘rlémb 10r lhur qtaff dnd dppomt B(ﬂ’iald‘; 0f
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Pension: buheme is broadly divided into the defined contribution plan and
the defined benefit plan. In the defined benefit plan, the retirement benefit is
stipulated usually as a percentage of average salary, but the coniribution
will vary according, to the percentage. ol the average. compensation a
participant receives durmg his or.her. three: .eaming, years under the plan
(Owojori, 2008) as cited in Adeniji ct al (2017). Pension {und managemcnt
became thorny issuc with millions of retired ngerlan workers living in
abject pc)verty and lhey wete oﬁcn neglected dﬂd n@t pmper]y caterfm after
retlrement (Orlfowono 2008) ST L e

.
e .';__ < ‘J

Ov&r the yeam lhu managcmcm of pu].smn suheme m ngerlg has been
inundated by multiple and several problems such as mddequdle Subvenlmm
and grants, poor documentation and ﬁ!mg, in pcnsion Ofﬁces dlrect release
of” pension funds to underwriters ,-accumutlated  atfears ‘of pchsioners,
inability ‘to determme appmpudt{: Jovestment portfolios, lack of
accountability, u)rmplmn and embezzlement of - funds.: Other:‘problems
include: cumbersome clearance procedures, incompetence and inexperience
~of pension staff added to poor human relations, lack - of simple“¢ourtesy and
work ethics; One- major pmblem of -the- pcumon fund: mmlagement in
ngcna has been the 11011*-p<1y1nel‘1t or delay i in the payment of pcnsmn and
gl atuity by lhe fccleral and qtatc gnvm nments i

= = .
o L
. T - 1‘ ',- T _' ‘:r r
! - N "

Strategles tnwat‘ds easmg the pams Ell’l(l pmblems assocmted with
rctlrcmcnt | DA R R e |

‘With" the enormous challenges of retirecs as -obscrved by Garba and
Maminan (2014) which include the exit stage, .corruption: at the pension
board, physical disabilities and aging, anxiety about:restdential for those
-who have not built a house before this time, discrimination by the somety
and sudden death among others, the phnnmg for reﬁrémbnt ’i§ kejf' -

J‘ﬂ-: : ..é'

”However -planning for retirement includes planmrfg» t‘o*r the mewl;able and
this must’ lﬁélude ull’ activities l‘rmh thie very first: Bmployment {o-the last
,cmploymcnt of tetirement and it is affected by other micro and macro
factors. The micro ﬁctms_‘_alc the 1|1d1v1duallsnc factors such as the size of
‘the l‘dlmly, finance, p6]¥§gaﬁ1y respoﬁsfbihtles to imnediate and “$Xiended
fdlllllyi while the macro level detQISJlgvc to.do wuh; the §§0,nglc change,
sudden-death, discrimination by the socicty. A weak. ancl 1ng ;"f.lcjent pension
administration sysiem/poor administrative stmctu,re, Arbilear Tncrease in

salaries and pensmn and non-existence of legal . fraihéWbrk for tlic, 7
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rej_.,ulﬂtlonfsupervmon of the pension nlbtltutmns*g(Ayebaju dlld Iyefu 2004
Robolino, 2006; and Adebaya 2010) a | -- c o

From the foregoing, it is important to identify strategies towards easing the
pams and problem .associated w1th rctlrcmcnt experienced either at the,
micro or macro level. . e

Lo Savings} -towa_rd Retirement: This has been particularly made
~ possible because of the compu]sory monthly. contributory pension

- scheme for all categories of stalf in the federal civil service by the

~ Federal government and which has extended to the state cavil service

. and the prlvate establlbhments

[T Aggresswe ;Investments' Employee planmng tmwards reltrunenl
© . .¢an embark on aggressive investment (Okolie_and. Omenma, 2011).
~These include investment in government BOHs and sccuritics.
‘Investment in shares and storks, building house-s for commcrcial
purposes, establlshmg busmesscs that will bring income aller

' 'retlrcment

.t

111. Pcrsonal Savmg S Account Thlb lb the retlremenl savmgs accaunt
which is usually a fixed dcpmlt account where he/she can save

“certain fixed. sum. of amount without wﬂhdrawmg from this until
after retlrement to start a new lifc. -

Ti“-"-"' "*J:Skms‘fAc‘qlliSitiim:z; These individuals are also advised to engage in
-+ continuous tyaining and skill ~'acquisitidn while working as a way of
wfgettmg set, for hife ﬂﬁbt‘ retlrcmcnt

V. Establlshuig ¢Bmsiness in one’s Area of Spcclallzauon* As part of
activities and strategies towards retircment is ebtabllshmg a business
in one’s area. of spccialization. Individuals can think of starting a
business venture (o augment the little mcome accmablc duung,

retirement.

;nghligpty of thc constramts of t,l;le uld pen.smn system

Several Qonstramts whigh plabued the old syqtcm have been lu;:,hhghtﬂd by
fvarmus S(El‘lOldI'b These lestr‘lmts range from fundlng, ﬂawq in' pension
;rgcor(l and dnsbursf '_':'nt pensmn paymcnt default, p()lltl,LS and’ pglmeal
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control of the public-scctor pension to tardincss in the dlelll’beﬂlCIlt of
pcmmn ' -

()

(c)

Funding:

Prior to pensiop re['orm act of 2004 cml scrvanls dl.d 1}0t bear direct
responsibility by way of payloll tax, for the pmwuc{n of pénsion,

- instead:pension benefits were paid through budgctary allocations to

be kept in the consolidated revenue fund. Budgets are estimates of

‘revenues and expenditures for the fiscal year concerned and it was

possible that thc amount released may fall short. of the actual
appropriation for pension payment. For cxample, Abdudazeez

- _’-(2014) noted that in 200.1. fiscal year, §6.4b was needed for payment
ol mihitary pensions, but only N2.1b was released for Detence,
- le.;wm;:, a-balance of M 3b pension arrears.

(b)
'Thc way a rc:cord nf pensmners m the publlc sector 18 kept and the

_proccduru for payment of pcnsmn ‘¢reate problems that are
~ somewhat avoidable. In somc establishments no accurate rccord of

I lawa in Pcns.lon Rccord and lebmsemcnt

actual pensioners cxists and con‘uptmn breeds more in the absence
of facts and ﬁgures This claim was affirmed when verification of
mllllary pension account led to. the dlscovery of 23 ,000 fake
pcnsioncrs on the Army pensmn roll.

%

Pension Payment De.fa__ul‘t by Statc Gnvemments!

Pcnsion debts in the public sector continue to mount, partly, because
of the failure of some state governments lo provide their counterpart
funds necessary to make up the amount provided by the lederal

- . government, . in situation where the aﬂeutcdg@nﬁlonw@ worked for
“both federal and-slate governments, And as.a rule further release of

money by the federal government to the state gmrﬂmment ‘only

~happened- on proven cvidence that pension fm; the previous month
- has been settled. The action seem (o explain why a. state would fail
‘to collect lt.,dera] government countcrpart tunds, for menths I{ecausc

~ the states affected could not -?.lmw evidence of being’ up m date in

payment of pcnqmns
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(d)  Politics and Political Control ol the Public Scctor pension

Various scholars have attempled to explain the factors that trigger

pension reforms to include: the character of political leadership,

~ pension system and debt crises, the bal.;mw of power between

__;_’1cf0un advocates and opponents, weak structures of governance, the

":combmed roles of domestic and external economic and political

influences and the role of- international - méamzatmns in Cross-
o _“reglonal dltfmmn ()l ldeb and models ctc | SR

Muller (.?.003) in lm sludy ;hndb the mlc of pahllcal leaderblup to. be cntlcal
in the four case: studleb she did as a factor: that triggers -pension. reform.
Davis and Diamend 4s cited in- Abdulazeez (2004) argued .that social
security pension provided. on the basis of pay-as-you-go - are- subject to
political risks contemplated o threc forms. The {irst relates to the tendency
of pt:rlltu..lans eager to capture. the votes ol the electorate, to offer fabulous
pemmn increases that they are either not going to pay of' which may fall on
regimes other_thap. theirs. The S@cougl_ form of rigk refers to the fact that the
pension account,. of not bemg dlstiinceﬁ ﬁ‘crm polltlcal control, falls casy
prey to politicians who deep hands. mto pcnc;mn funds (o cushion up
temporary fiscal Shacks The third relates to the <:0010-1)01111cal mdlffcrence
to the phghl of pensioners by polltlmans (Ozor 2006) ”

AT

The New Pensmm reform of 2004

The many pmblcms and 1 lqsues 01 lhe old pensmn qcheme led l(:: lhe ]J(:Ellbl()ll
reforms of 2004. The pefision réfornis act (PRA) 0of'2004 as amended in
2014 .15 -the l'ﬂ()bt recent legislgtion of the lederal government Of Nigeria
whth Is. mmcd at rcfonmng l]le pensmn by&.tem m ngcua |

Au..ordlng to Fap@ iunf 1) the Iedeml govemmcnt of ngel ia in 20()4
had lcvolutmﬁ‘IZEd pensm’n ﬂianagemcm and administration in the. country
with the enaclmeﬁt of thi¢ Pension ‘Reéform Act 2004 The Act assigned the
ﬂ(ll’llll’llbtldfl()ll iﬁanagcmcnt and Cusl(i)dy of pension funds to privite sector
companies, the Pension Fund ‘Administrators’ (PIFA) and The Pension Fund
Custodians (PFC). The Act furﬂlcl mandated the Nigeria Social ‘Insvrance
Trust Fundf; (NSITF) to set up its own’ Penqmn Fund- Administrator (PFA)
to Compete W1tl‘1 other PFAs in the émerging pensmm mduqtry and also to

manage the accelerated pension flllldb of the cuncnt N‘SITF LOllll‘lbllllOI’b for
transitional period of five years. ot
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Prior to flie new Pemmn Relorms Act 2004 mG)St publlc;;ﬁg_
operdted  a Defined Benefit - (pdy*‘”l‘%Y(me-gB) schieme: - whlch *-lmgjr
entitlement was based on length of service and: tcrmmfllaemolufnems The
system failurc gave birth to the new system, Pension Reform Agct 2004 \wlh
contributory pensmn scheme (CPS) to provide rcmedy:: The:-pension. sub-
committee of the vision 2010 (1997) had suggested. that. (only the. rich
countries) can buwe%fully operate an.unfunded non- contubutory pension
scheme. The vision 2010 comhittee had set the objective of most Nigerians
having access 16°a former social-security programmes and that this could be
achieved by cstabhshmg a funded pensmn bys_slem backed by 1argc-scale
“pnvatlzatlon (Fapohunda 2013) e - |

: 5:-. a

The objeulvef; of the new pensmn bghemc accordmg t@ sectlon 2 part 1 of
the PRA of 2004 include: Ensurc that ¢very-person who worked in. either
‘the publicservice of the federation, federal capital tclrltory or prwatb qcctor
receives l*ns rctucment bemhtc; as at when cluc | s

[ Assist 1mpr0wdent mdlvuduals by ensuring that they save m order to
- cater for theit hvellhoad:durmg therold-age.: T A
Il Fstablish a uniforny set’ofirulesy regul'ltmns and standards for the
- ‘administration- and- payment:of retircment benefits for the public
“service of the federation; federal capital territory or private sector.
III.  And to stem the growth of' outstanding pension liabilities. The
~ contribution pension scheme is fully funded; contributory and based
~ on individual Retlremel‘lt Savm&,a Account (RSAs) that are pr wately
" managed by pension fiind’ administrators (PFAs), while pension
funds and assets arc kept by Pension Fund Custodians (PFC) The
- Act dcceniralued and privatized pension administration in (he
~ country. It also constituted the Natmnal Pensidn -Eommission
7 (PENCOM) as a leguhlory body to oversée and check {hé activitics
of the registered pension’ Fund- - AdWifistratdrs 5(PRAs). The
+ provisions. of the Act g@yat.fgmpluoy 5 0f, the- publlc. sctvige of the
| ;fcderal govermnent aﬁd prwaie sqglorgrgamzatmm

_,The new. pgnmén‘ S@heme Whlch is modeled aﬁcr the Chllean Pcnsion
Rcform of f981 has rccnrded sOme SUcCess stoms Thcrc seems (o be a
| paradlgm shilt from the defincd benefit scheines to funded schemes in
,'developcd and developmgz, COl,ll‘ltﬂC‘; rcsultmg from factors like: increasing
pressure on control budget to cover deficits, lack of long-tcrm sustainability
due to interal demographic shifts, f‘llllll’b to provide promise be’nefits etc.
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Under the new pension scheme every cmployce will choose any Pension
Fund Administrator (PI'A) of his choice and maintam a Retirement Savings
Account (PSA).and each employee shall neither have access to the account
nor have any dealings with the custodian with respect to Retirement Saving
Account -cxcept through the Pension Fund Administrator. The employee
deducts at source.the monthly contribution of the cmployee and remits an
amount -comprising the employecs’ -contribution and the employer’s
contribution to the custodian, specified by The Pension Fund Administrator,
of the employce to the exclusive order of such Pension Fund Adininistrator
not later, than 7 working days from the day the employce is paid. The rates
con{riBution of the RSA by the cmployee and the employer are specified
tion 9(1) of the Act -

Fealures Of the New Penswn System

The Pensmn Reloml Df 2004 hdb some dlstmctnvc features that Lan help
position it s a catalyst for a sustainable social welfare programme. The new
scheme 18- fully. <funded : ensuring - that overall retirement income is
maintained from the onset: of the«scheme and also.that retirement benefits
-gre pawd on sustainable basis.because funds are-always available to defray
any pe:nslon obligation that falls due Some- ol the features..of the new
penston scheme:inelude: | S

4 Coverage and Excmptwn The new scheme covers workers both in
-pubh¢ and private sector orgamzatmn Wllh a minimum of live

~ employecs. Only tho*;c Who were. alreddy pensioners and those with

‘3 years to. rehremenl as from 2004 were exempted 1rom the scheme.,
The new scheme apphes only to the workers [mm 2008. It is
. however. not uniform to all categorleq of W@I‘kﬁlb ‘For instance,
- _scetion 8(2) of thc: 2004 Pension Reiorm Ac.,t exempts Judlmary

- workers | from the n_ew bcheme entlrely

ii.  Level and Remlttdnce of Contributions: An mnployer is obliged
' “to deduct and remit contributions a custodian with in 7days from the

-+ day the-employee is-paid his salary while the custodian shall notify

- the PFA within 24 hours of the receipt of SllCh contrlbutmn There
.are alleddy L()lllpldll]tb by PFAs_of non-remiltance. of penbwn
. deductions on the part Of Some employerb Contnbutmn and
.. Jetirement benefits are tax. exempt Ahmcd (2001) in the Summary of
proceedings of the Natmnal Workshop 011 Penmon Reform leports
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that the studies which the Federal Government had commissioned to

.. determine . the level of .contribution that could meet anticipated

- pension - bEneﬁts report that 25% of gross emolumﬂnt of all

governmerit employees needed to be set aside annually to meet

oo cexisting and -maturing gratuity . and- pension: liabilities: for-adequate
- funding of the public service scheme. The Pension/Reforin however

- stipulates a total contribution raté::of -15%. of totaliemoluments even
. though this level aﬁcontnbutloﬁfseemsz low ands madequatc

3k rf‘..*ﬁ" ek 50 -':f RSNy ff PR TSLELY

”'",;.-Contrlbutpyy.,&fl" he;.: i,‘ﬂew.h sgpema pI't:n.l'u;lt;;?fsrg Lo%- 41, caiupulsow

contribution of 7.5% of workers’ basic salay- AR ;71.6}@ of same

- from- emplayers as pension for workers after retirement. However,
o ez while: public sestor-workers: ¢ontiibute ‘arminimfurho 684 of -thoir
w70 'monthly emoluments, - the-militaryi contribute 2:5%:Thé pubhc

. : sector:contributes 7.5% on behalf of:its workers:and: 12:5% in the
oo case.of the mllltary Employers and employee% in Jherzprlvat‘e ‘sector
+ - contribute. a:minimum of 7.5%. each. An -eniployer.may: elect ‘to.

. contribute -on "behalf of the’ employees  such -ithat. the - total
T centrlbutmn shall not be less 15% of the monthly emolument of the
emplm}’ees I S N T R

; ;,*Voluntary Cﬂntnbutlons. Sechon 9(4) of ,tlu;-, new Eansmn RefOrm
- Act 2004 gllows for voluntary. qﬂq;rlbutmns which gives opportunity

@1 K3

. for _the. self-employed .and . those . working. i, mfonnql sector
_;ij;f;i—:orgamzauons, with less. than S employees 1g,0pen tefiren f:,nt savmgs

" “accounts (RSA) with pension funds administrators, (PL

-ei- ‘-. .*m" ;

choice. and make contributions. But it however noted that for
voluntary COI’]tI‘lbUthIlS the tax. reliefis: ohly applicdble if the-amoutit

- ,;:_contrlbutcd or part thercof is not wﬂhdrawn before ﬁve ycars after'_
o ;_-..;;-.-;-l.the ﬁrst voluntary conlrlbutmn is made L e R i

V._.".'“ :

: .
, e, PR - LR . . -
. - .r-x; R f; # i ; ”;’
N SFIR I !'

>--i..r--.Rct1rement The retlrement age statutﬂnly in; the publlc secmr is
~o oeither; 60 years.or 35-years and whichever comés:first:in the -private
. .- sector mtlrementwanes between:55:and 60 years:and the:factor of 35
~.years:of service:is.not: applicable.?

The Pension Reform. Act 2009: has

Cenfr ;;_;;?“_3..;-11@ clear pr@wsmns on minimum: retitement’ -age,;but provides:.in
2ot section 3(1) thatno person 3]‘1&11 be entitlod to make any wu[ldrawal
~v-srtromethelr retirement savings account before attammg the.ageof: 50
v years: Scetion  3(2)(c)- -however: permits.: withdrawal - :from - the;

retirement savings:account by-an:employec who retire beforetherage
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- of 50 years’ thereby accepting ‘that employees could' retire before
N attammg the age ef 50 and thle Spelt eut amblgmty in the Aet

......

vi. _.;5:-__:-.-3’_~:=;:=Gratulty The nght to gratulty hae been abohehed in the pension
oy :Reform »Act :2004. -So retirees: no' longer receive single- lump sum
‘payment: .as gratuity in'-addition- to- pension which:1s a . periodic
payment ‘normally ‘on monthly basis for the remainder of the

| pensmner S 11fe ThlS is seen as bemg unfavourable to employees

oy

'é;-‘ngohunda (20 | 3)

vni Ind.lvldual Account An empleyee 1S reqmred by law te open a
. Retirement Account in- histher..name with ~a pension fund
;,.Admmlstrator of his/her choice. The individual account belongs to
- :the employee: and remains with him/her for life even if he/she

i .changes :employer .or -pension” fund administrator. The employees
er o dmaysehly: twithdraw from this account at the age of 50 or upon
xlt 0 retirement tﬁel'eafter.» An: employee can withdraw a lump of 25% of
~ the balance standing to the credit of his retirement saving account if

~ hefshe 18 lees than 50 years at this time of retirement and he could

- not securé’ -3 ‘new job after'six months from’ leaving the last job.

~* Similarly, a a retlres can withdraw a lump sumif he/she is 50 years or

~ above at the time of rctirement and the amount rem"nmng after the

, lurnp sum withdrawal shall be sufﬁmcnt to funcl programmed

T

1
.'*_

The prospects of the New Pensmn Scheme w

?The Contrlbutory Pensnen Seheme (CPS) has eeveral prospeete It famhtalee
prompt and regular payment of benefits since funding is made monthly and
credited to' the individual RSAs immediately. - The scheme . ensures
availability of fund for investment partlcularly to :the capital -market.
“Contributions are part of long term 1nveetments in the economy. It gives the
employee  the pertlmpaterge ‘Gapacity to choose ~who manages his
contributory funds. The scheme provides a central regulater authority the
Pension’ Commission (PENCOM) who oversees all pension matters
natlonwlde whereas there were three regulators in the pension mdustry
prior to;the enactment of the Pension Reform Act 2004, (Dalang, 2006).

There:is ;.a_lse -3 private sector ;pa_ljt_l,mpat1en in .the_.management of the scheme
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which has ntroduced profit making into pcnsion administration and
Sewieea asa check again_st,the inflationary effeets on the centributqrs._ o

The employee uuder the new sclieme needs_to prowde the new employer
with details ‘of hi$ rctirement saving account i the caae of ehange of job.
The new pensmn scheme reduces: govenuﬁenf spendiﬂ A ee 1tfnént to
payment of retirenfiérit” betiefifs as emmo 6ds déﬁ!”?;%ﬁf Y ﬁ With-the
introduction of thé " Sinlé’ Metsiby KNI e feﬂeggl -

government, the management of the contributory pension'” it eﬁgdfegr |
transparency as funds cannot be diverted to other. purposes.. There. is; also

less admmlstrat),ve cost 10 gevemment because admmlstratlve ee:;".ts are new .-
largely borne by pension fund admmlstraters and pensmn fund eempames

T C

Challenges of the’'New Pension’ Scheme ui ngerla

Inspite of the seemingly laudable pmapeets of the Centrlbutory Pension
Scheme (CPS) it has been ehaiaetm ized by sevethl I"cha lenéé’s There has
been a transfer of I'lSk.S to the empleyee becauSe as the’ employee deeldés '
who manages his pension ‘contributions, he’ therefore assumes full
responisibilitics for the tisk involved. Fuﬁhemere as thé ‘new schistiie Was
borrowed from Chile but there aie “significant dlfferences i the ‘two
countries. For instance, while Chile life expectancy 13,]Q ;11 ngel:la Jl; JS»__
about 43 and so majerity of the peeple tend to need their pension at earlicr
stages of-their lives to take care of their financial needs and. other essentlal
social services previously taken carc ef by gevemment ST EIR ST S ‘

i : . ; |
There is a blglllfiCﬂIlt laek ef adequate eapaelly bulldmg m the new pensnen;
mdustry with the persennel in the emerging pension fund mdustry shewmg

a high degree of overlap with other business interests .and the ;qauranee

.lj‘-‘

companics have. been scored lew on thelr perfermanee rele In lhe p&nsion.
aeheme L

N P HNEOPF R

Anethel ehallguge Js.the. glebal finapcial. system that: {s, unstable, and in a
eeuntry ravaged by ee Tupfion, and SYSle,m col;@_ e que can enly show
ept.umsm in expeetlng_,, PFAS to. perfem;l bUSlﬂGSS¢S' are leqg a5.a. [@Sultgqf
collapsed infrastructurcs makes it dlfﬁeult f‘or PFAs 0. l,nveigxiﬂﬂ}g;e ({1}91;1[55':
and make preﬁt out of the mvestmenl '

A . I ' . I - P . - - «.--‘. 1_i- o4 m m - . .
TR A L S ) s i T . . voapmat R L
. Lor . T . _,: . - . a B B : i '1;3,} E e : I_ ’
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There is the challenge of regulatmn Thé mlc of the 'r@gulator is to brmg in
mtematmnal best Practlses 1nto. psnsmn admlmstratmn With the ]cvel of
corruptmn n- ngsrla, 1t is dpubtful that ¢ r.:me regulatpry body hke PENCOM
could ch ck ﬁfrgud by .PFAs bECﬂUSB pensmn funds must nslthsr be
em,bezz lec nor mmmgnsgsd by fraudulent or mcompstent adrmmstrators
dus to- bad 1nvsstmsnt dBCI$IOI]S othetwms the maJ or purpcso of the scf\eme

W]l[ bq dﬂf@ﬂt@d i Loy

Andther- major cﬁalleﬁge is ‘that the new systcm contmues o sxclude the
poor and-workers ‘in- ‘the " informal sector ‘There are serious challenges to
lmplefnentmg the new’ pension schenie in thé informal’ sector as & result of
the absence of a coherent structurc and ths unwnsldy GOI‘[}pOSlthﬂ nf the
informal sector. - . . - |

W o 2
i F‘ss ;

Ths Qogtnb mty Hsnsmn sgl;eme (CPS) seems to bs mors complex to:

admlmstcr be ' ;lts adlmngtrstwn 1nvc)lves monIhly Lomputatlons
thmughqut thc § of ,@mploylgg_ - Thgre are_now higher administrative
ﬁ :

COSS _ sts hg{mﬁl 1[15}% }Ss 1o gsslx ﬂmgv advan,tage to. ths,:

employer | bﬁcauﬁ 9{,’9 UJIQD capnot b? deferred bybim,
COﬂclusfon/Rehdhlmendatlons A SR PR

} ‘;*‘-:. : T ) . : R
Ths retirement of a worker from active services is a phase in life: that svsry
worker should not ignore 'whether planned for or not. The phase mqmres-
adequate preparations by the worker and the employer to ease the palns and
the problsms associated Wlth retitément. The study prov:[dsd a review of the
hlsm‘ﬁr and’ pcnsiorj managemsnf issues in ngerla The” prospects and the?
challenges of the's new persion Scheme ds ‘well as its: effects. on workers wers
analyssd wuh a vnew to offérmg suggestions” towards” minimlzlng“the"
sceming challenges. i S = e

: ..T.'E'f‘ [
- -:’ .

Govemfnsnt nseds to enllghtsn the pubhc on the 1mp0rtance of plannmg for
retirement” ‘and contrlbutory pension schemc Relevsnt legal framework
should" be- put in pla¢e by government to ensire nccessary ﬁwolltlcal andf
ec:om‘mlc suppdrt for thé csntrlbutory pensmn schcme - R

COﬂSldermg the lmportance of - pension in thc llfe of rctlred workers
pension: reforms must be continuously and regularly reviewed to adjust to
environmental changes. A comprehcnslve ‘accounting' standard for
retirement benefits must be put in place to adequately protect pension funds

and government must also provide a rslatwcly safe and less volatile area in- ..
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