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1999 and 142% in 2000 raised the hope and
expectations of retired pensioners so much that
nearly all those who had ignored their benefits
betore, started pursuing payments with arrears of
payment running into several vears.

‘The pension rate increases were not paid
immediarely, this led to a serious pressure on
Government to release funds and ensure that the
management is capable of handling the enormous
tasks, This situation because were difficult as it was
only goverament who is responsible for the
pension benefits of people who retired from
public service. '

The Government first initiated the
pension Reforms Act 2004. Government set up
the Ajibola Ogunsola Committee on the
harmonization of the public and private sector
retircment/pension schemes forgreater efficiency.
The committee was expected to consider ways of
harmonizing public and private pension scheme.

The nature of the scheme

Unlike the non-funded, the contributing
scheme IS fully funded and based on individual
account that are privately managed by Pension
[Fund Administrations (PFA). The Pension assets
held by Pension Assets Custodians (PAC). There s
a strict regulation of the scheme by the National
Pension Commussion (NPCQ). It is expected that
every oiganizaton of the Federal Republic of
Nigeria must establish a contributory pension
scheme to take care of retirces benefits that are
affecred by this Acr. Under the scherme, the three
'earcgorics of employers that emerged are:

a. Public service b, [ederal capital territory c.
Private sector (employing up to 3 or more
employees). The following standing commiitees
are required to carryqut the fund's functien and
ensure compliance with the Act: Risk Management
and Investment strategy comimittees.

Objectives of the act in establishing
contributery pension scheme for employees in
public and private sectors

Scction 2 in Part 1 of the Act states clearly the
following objectives:

(1) To ensure that cvery pensioner who works in
cither private sector or public service of the
federation receives his/her retirement benefits as
at when due. (ii) To help improvidentindividuals to
save in order to cater for their livehood during old
age. (ii) To help establish uniform set of rules,
regulations and standards of administration of

pension ts the country. (iv) To ser up the National
pension commission 'to regulate, supervise and
administer the scheme. (v) 1o star the growrh of
outstanding pension liabilities.

~National Pension Commission

This 1s principally established to the Acrro
regulate supervise and cnsure the acrive
administration of pension matter in Nigeria, It
helps in carrying out the objectives of the Acrin
establishing contributory scheme for employees
publicand private sectors.

Pension Fund Administrators

Pension Fund Administrators are licensed by the
Natonal pension commission are responsible for
the management of pension funds.

The Pension Administrators shall carry out
the following functions:

() Open redrement savings account for all
employces with Personal Tdentity Number (PTIN)
attached. (i) Invest and manage pension funds and
assets. (i) Maintain books of account on all
transactions (iv) Provide regular information on
investment strategy. Marker returns and other
performance indicators to the commission and
employees or beaeficiaries of the redrement
savings account. (v) Provide customers service

support, to ermplovees, including access to -
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ernployees account balances and statcment on
demand. (vi} Process and calculate and retirement
benefits. (vii) Carryout other function as National
pension comimission may assign from time to time.
Withdrawals from retirement savings account
\Withdrawals can be made when a worker
only retires from service at the gualifying age i.c. at
50 years, if retired under 1l health, if he restores
before 50 fears in accordance with conditdon of
service, if a pensioner who was restored in health
subsequently gets well and the functjonal in a new
employment, may them re-enter the scheme.

Retirement Benefits

Section + of the Act spelt out cleatly the
retirement benefits of employees both the public
and private sector. Upon reticement, a holder of
retirement savings account shall utilize the balance
standing to his credit in which ever of the
following ways: Programumed monthly or quarterly
withdrawals calculated on the basis of an expected
life span.

Monthly or quartery withdrawals from the
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proceeds of Annuity for life purchased from Jite
[nsurance Company.

Withdraw lump sum from balance of his
account an retirement but e must make suee chat
sufficient amount of not less thar 30% of his
ANkl temuneration as at the date of lais
rericement is lefrin the amount.

There is provision for a pensioner retiving
on il health to withdeaw lump sum of 25% of
credit balance of his account provided the money
withdrawn will be made in six periods, and the
retired  emplovee does not secure another
cmployment.

Retirement benefits bond redemption fund

The Retiremeat Benefit Bond
Redemption fund us to be established and
maintained by the Central Bank of Nigeria The
FFederal Government will pay sum amount equal to
5% of the toral monthly wage bill payable w
employees in the public service of the Federation
and l'ederal capital Territory The roral amount in
this fund shall be issued to redeem any retirement
benefit bond sue and payment into this fund shall
cease after all retivement benefit bonds have been
redeemed.

Death benefit

Inn a case where the employec dies while in
employment section 5 of the Act provides that
that his catidements under the Life Assurance
cover arranged by his employer shall be paid in
Favour of the beneficiaries under a will or the
spouse and children of the deceased or in absence
of such designation, payments shall be made to
any person appointed by the probate registry of
the administration of the estate of deceased.
Redrement benefits to be exempted from tax
Section 7 of the Act provides a retirement benefit
under the Act shall not be taxable. Flowever,
scction 7 (2) made it mandatory that any voluntary
contribution made by employee will be raxable at
the point of withdrawal where such withdrawal is
made by beforethe end of 5 years from the date of
voluntary conrribution.

Rate of contribution to the scheme
Section 9 of the Act clearly spelr out the
basis of contributon into the scheme. This could

minimum of scven and half percent (7.5"0) is
contribured by the employer and a minimum of
same pereentage (7.3%0) is contributed by the
emplovee. In case of the militacy, a minimum of
twelve and halt percent (12.5) 1s contribured by che
emplovee.

[n other cases, 2 minumum of seven anad
half pereent (7.5) is contribured by the emplover
and a minimum of the same rate (7.5"0) is
contribured by the emplover and a minimum of
the same rage (7.3) is contribured by the emplover.
All these conributions are made in relation to the
monthly emoluments, which the Act defines as the
toral sum of Basic salary, housing and transport
allowance

Group term assurance cover

Section 9 (3) of the Act, makes it
mandatory  that employers shall maintain life
assurance policies for employees for a minimum
of three (3) rimes the annual total emolument of
the employee The annual premium Eor such cover
shall be the tull responsibility of the employers
Lixemption from the scheme With Section of the
Act, all employees with three (3) years or less to
retire be exempted from the scheme. Also, officers
covered by seetion 291 of the Consutution of the
Federal Republic of Nigeria shall be exempted

from the tine.

Retirementsavings account

Section 2 of the Act provides that every
employee is to maintain an account with any P[A
of his/her choice. The employee is allowed not
more than once to change account from one PEA
to another on tangible reason. The employer must
know the PFA ot the employee and identity of the
account. The employee should have no dealings
with custodian or his account through the PIYA.

Deductions

Employer is empowered to deduct at
source and remit not late than 7 days the PIC
specified by the PFA of the employee Any failure
to remir the contribution on stipulated time, a
penaly of 2% should be pald Government
contribution of the public service and Federal
capital Territory shall be charged consolidation
revenue fund of the Federation.
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from one employer or otganization to another, the
same retirement account shall continue 1 be
maintained by the employce.

Perspectives of pension

- Perspectives on pensions are centered on
the answering of the question as any emplovers
compensate their employces with pension A large
body of research has explored both demand- and-
supply-oriented theories ot pension stage.

Theoretical framework Demand-side theory
A section in income taxes is a well known
reason for employees to prefer peasion saving
Employer contributions, the inrerest and
individuals savings of pension assets are not taxed
until benefits arc paid. Thercfore, compensating
workers by credibly promising future pension
benefits rather than the cquivalent value of cash
wages, can yield important cash savings especially
for high-1ncome emplovees. Another demand side
theory is that pensions are an insurance policy
againsta number of retivements age risks expecred
and their savings will be depleted before deatl.
Pensions solve this problem by requiring workers,
in cffect, purchase retivement annuity when they
accepts a job and begin participating in the other
demand-centered pension  theories are that
cconomies of scale in administering private
pension while allow workers to earn higher rates
of return, net expenses, by group retirernent

saving (Alo 2004).

Supply-Side Theary

Stresses that pension Incentives raised
worktoree  productivity and lower outr costs,
Internal labour marker theories suggest several
mechanisms through which pensions promote
productivity. The aon-protieabiliy of defined-
benefit pension wealth penalized, an incentive,
which may promore investments in emplovee
training, The theeat of loss of pension benefit also
discourage  shivking and  lower the cost of
monitoring emplovee cffort. Pensions whether
defined benefit or deftne-contribution, are valued
more by workers wha have low internal discount
rates. Many have suggested that such forward-
looking pensions are more productive long-term
emplovees. (Robere 2006, T rowbridee 19706)

TheNeed theorics of motivation
Need thearies of motivation represeot the
~trri poli oy most contemporary thoughrs on

motivation. Need  theories assume  that need
deficiencies cause behavioral change. The need
theorist have attempted to ideonty and caregories
the needs that are mostimportant ro people. Need
theories are often referred o as content theorics
Lecausc they deal with the conrenr, or substa.
of what motivates behaviour, 1t is pertinent to
stress that need theorles of motivation are relevant
to the concept of pension. Pension is one ot the
needs that muse be satisfied for emplovees o fill
secured on theirjob. (Moorhead and Gritfin 2001,
Norman 1936)

Abraham Maslow's Hierarchy of Needs

Abraham daslow a psvchologist
developed literacy of nced in 1940: dMaslow
argued that human Geings are “wanting” animals,
they have tnnate desires to satisfy a given set of
nceds and that these aeeds are arranged 1n 2
hierarchy of importance, with rhe most basic
needs at the foundation of the hicrarchy. The
hicrarchy of needs consist of five basic caregories
of nceds. The three sets of needs at the bottom of
the hicrarchy are called deficiency needs, because
they must be satistied for the individual to be
fundamentally comfortable. The top two scts of
nceds are termed growth and  development.
(Savles and Stauss, 1981)

It is essential o stress that the concepr of
pension is something that need a very close
artention i any given organization, simply because
of role it plays. Pension is so important in thar it
goes a long way ro guarantec cmployees job
seeurity. With a well-planed peasion scheme,
employees are secured on the job and
consequently there is an increased commitment,
which brings about inerease in productivity. Yot
instance, Abrabam Maslow's hicrarchy of needs
poinied out pension plan as one of the security
needs that muse be satistied through an adequarte
insurance and retirement system Le guding
against  financial loss, illness and o casure
redrement income. (Adetola 2003, Eburajolo
2004 B

Pengion plan talls under the existence
needs in Clayton Alderfer's KRG theory which
correspond  with  Maslow  physiological and
sccurity  needs. Lxisrence needs are those
necessary for basie man survival, Failure wo satisty
them brings about frustration-regression rather
than satsfaction-progression. ln Herzberg's Dual-
Srructure theory, pension could be caregorized
under the hvgiene Facrors, which are said o be
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