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Abstract 
The payment of retirement benefits to the public servants have been a 
problem with the government. This is largely due to the administration, 
fraudulent practices and inadequate funds to service the payment of the 
benefits. Arising from this, the Pension Reform Act 2004 was enacted to 
take care of these shortcoming for the public servants and for the private 
sector to ensure a uniform pension law. Apparently. The paper examines 
the reform on the public sector with a view to knowing whether the reform 
really addresses certain perennial problems inherent in the old scheme. 
This paper discover that the pension reform solved some of these 
problems by reducing pension burden on the part of government and at the 
same time reduced the final retirement benefits paid to employees 
compared with the old pension scheme. The paper made some 
recommendations on the savings made by government from this reform 
and also the part to play by employees and government to enhance the 
employees' income during retirement life period. 

Introduction 
According to Hornby (2000), 

Pension is an amount of money paid 
regularly by a government or company to 
somebody who is considered to be too old 
or too ill to work, Government all over 
Nigeria (Federal, State and Local 
Government) have workers who carry out 
the functions of government and other 
services rendered by government in the 
areas of health, education, information, 
environmental, defence, internal affairs, 

external affairs etc. These workers 
carryout these works from when they were 
young and able-body men and women to 
the point where they no longer do the work 
again because of their age or illness. They 
have to withdraw from these service they 
have been rendering all through their 
young age to the present age. 

To provide for their upkeeps since 
they can no longer work, the government 
introduced or enact a law that stipulates the 
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methods and means to continue to cater for 
these group of people that have service the 
nation in different capacities, which is the 
Pension Act. 

Government have enacted various 
acts to the present act of 2004. the first 
public sector scheme was the pension 
ord inance of  1951 which t ook 
retrospective effect from 1" January, 1946. 
this law provided pension and gratuity for 
the public servant. Decree 102 and 103 of 
1979 provided pension for the military. In 
between these pensions decrees, according 
to Ahmad (2006) in 1992 the qualifying 
period for gratuity and pensions were 
reduced from 10 year to 5 years and from 
15 years to 10 years respectively. 
Sometimes boards and parastatals were 
paying their pensions from their monthly 
subventions. But this practice has changed. 
There are two paying points for pensions in 
Delta State. 

The state unified pension managed 
by Establishment under the supervision of 
Accountant - General office and the Local 
Government Pension Board. The local 
government pension board is responsible 
for the primary school teachers and the 
local government employees. The state 
unified pension managed by the 
establishment is responsible for other 
categories of public servants. 

According to Balogun (2006), in 
the last two and half decades most pension 
schemes in the public sector had been 
poorly funded or unfounded, owing to 
inadequate budgetary allocations. From 
this statement it means there is no 
sufficient funds to meet pension payments. 
And so, there were accumulated arrears of 

retirement benefits unpaid. This view was 
supported by Alo (2007), at a lecture he 
delivered on Pension and You where he 
said that by the end of 2004 the federal 
Government Owed pension arrears of over 
N2 trillion. 

None payment of pension benefits 
regularly create poverty among the elderly. 
This view was supported by Alo (2007), 
when he said that the level and impact of 
poverty, particularly among the elders. 

How then can pover ty be 
alleviated among this group of elderly 
people. According to Turner (2006), he 
said, that moving to a gradual funded 
private pension system where workers save 
a part of their wages and draw on the 
accumulated funds after retirement may 
provide some safely but does not provide a 
complete and certain escape from this 
problem. Turner (2006) concluded by 
saying that the probable escape root is by a 
gradual rise in retirement ages. This 
further support the fact that the old scheme 
stipulated 45 years before pension benefit 
can be paid. Whereas the pension reform 
act 2004 stipulates 50 years before pension 
benefits can be paid unless on medical 
grounds. 

Pension reform should ensure that 
the retiree should be able to earn retirement 
income good enough to take care of his old 
age. According to Alabi (2007), in 
planning for retirement you need to figure 
out how much money you will need in 
retirement. Experts in retirement planning 
say that retirees typically need at least 70% 
to 80% of their pre-retirement income to 
be comfortable at such stage of their lives. 
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One key area that people fail to 
plan for in retirement time is how they are 
going to manage themselves. According to 
Alabi (2007), he said, studies have shown 
that sometimes people think so much how 
to save for retirement and forget to think 
about how they will manage their money 
once they get there. In this instance 
pension reform are 2004, takes care of this, 
where the pension administrator manage 
the employees retirement savings account 
for him/her in accordance with various 
sections of the act. 

The purpose of these is to 
introduce certain reforms that will be of 
greater benefits to the retirees and at the 
same time address certain problems facing 
the government in meeting pension 
obligations. 

According to the constitution 
(1999), The Pension Reform Act of 2004, 
excluded the Judicial Officers who are 
covered by the Provisions of Section 291 
of the 1999 constitution of the Federal 
Republic of Nigeria. 

Objectives of the Pension Reform 
According to the Pension Reform 

Act 2004, the objectives of the reform are: 
1. Ensure   that   every   person   

who 
worked in either public service of 
the   Federation,   Federal   
Capital 
Territory     or     private     
Sector 
receives his retirement benefits as 
and when due. 

2. Assist improvident individuals by 
ensuring that they save in order to 
cater for their livelihood during 
old age. 

3. 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 Objectives are very clear. The 
previous pension scheme were so 
scattered. Even within the public 
sectors, there were different schemes 
for 
- Civil servants 
- Military Police 
- Customs, Immigration and Prisons  
The private sectors have their own 
scheme put in place by different 
organizations. It was all these 
different pension schemes that the 
Pension Reform harmonized to become 
uniform one under one set of rules, 
regulations and standards. 

This paper presents, an overview 
and outcome of the findings of research 
carried out on these reforms using the 
previous Pension Act and Pension Reform 
Act of 2004. 

Objectives of the Study 
The objectives of this paper 

centered on the following matters: 
1. Highlight the various reforms put 

in place by the Pension Reform 
Act of 2004 as  it affect,  the 
public servants. 

2. Evaluation of these reforms with 
a view to pointing the benefits 
and  constraints     to       the 
beneficiaries and government. 
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3. Identify likely problems that may 
arise in the management of the 
pension funds. 

4. Makes  recommendations    to 
improve the various reforms so 
that the objectives of the pension 
reforms may not be defeated. 

Statement of the Problem 
This paper tries to examine the 

new pension reform act 2004 with a view 
to determining and address the following 
issues 
a. Solve the problem of non-payment 

of retirement benefits 
b. Solve   the    problems        of 

administration  which      involve 
identifying pensioners every time 
before payments are made 

c. Solve the problems of fraudulent 
practices   among         pension 
administrators and the pensioners. 

d. Solve the problem of inequalities 
among the take home pay of the 
pensioners  vis-a-vis   the     old 
pension  scheme and    the    new 
pension scheme in   the   public 
service. 

Method 
The research is based on 

Descriptive and Development research. 
Here, the paper will describe, analyze and 
interpret the Pension Reform Act of 2004. 
Oral interviews were conducted among the 
employees and top government  
functionaries. Questionnaires were also 
designed and distr ibuted to forty 
employees of government in which the 
respondents were asked to choose between 

Yes or No and other various options. 
Computation of pension contributions by 
government (employer) and employee 
using the public salary scale was done and 
the balance on Retirement Savings 
Account was arrived at. The payment of 
retirement benefits to employees based on 
the act was done. This is to enable us know 
whether the employees monthly or 
quarterly withdrawals calculated on the 
basis of expected life span' the employee 
withdraws his final balance on the savings 
account before he/she passed on, or he/she 
has no balance on the savings account 
when the employee is still alive. 

Hypothesis Testing 
From the various salaries figures 

and balances on the pension savings 
account the paper formulates the following 
hypothesis to be tested and determine 
whether the Pension Reform Act of 2004 
actually solve some pension problems. 
1. H0:   The Pension Reform Act 2004 

helps   to    solve   the   
problem   of 
continued non-payment of pension 
benefits. 
H,: The Pension Reform Act 2004 
does not solve the problem of 
continued non-payment of pension 
benefits. 

2. H0:   The Pension Reform-Act 2004 
solve all pension problems. 
HI: The Pension Reform Act 2004 
does not solve all pension problems, 
but merely reduce the problems. 

Basis of Accepting H0 or HI 
a.   Let X represent balance on the 

Pension Saving Account 
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b. Let Y represent total withdrawal by 
employee before death. 

c. Let        Z        represent        
balance 
surplus/deficit on withdrawal before 
death 

H0:   Will be accepted if X > Y + Z 

H,:   Will be accepted if X < Y + Z 3       
HO'.     By the pension Reform Act 
2004,  government has  reduced  its 
retirement benefits payment burden. H,:     
By the pension  Reform Act 2004, 
government has not reduced its     
retirement     benefits     payment 
burden. 

Basic of Accepting H0 or HI 
If total benefits calculated based 

on the Pension reform is greater than the 
benefits calculated based on the old 
pension scheme, we accept llo; otherwise 
HI Will be accepted. 

Areas of the Study 
This study wi li concentrate on 

employees of the public sector  
(government) of Delta State. 

Research Questions 
1. The     employers     and     

employees 
deductions how they remitted to the 
pension  funds  Administrators  
and 
pension custodians? 

2. The   New   Pension   Reforms   
Act 
2004, how does it help to tackle the 
numerous problems created by the 
existing pension scheme? 

3. The New Pension Reform Act 2004 
has it helped to reduce the benefits 
burden on government and at the 

same time reduce or increase the 
benefits payment to ret ired 
employees? 

4. How is it possible for the employee to 
attain 70% or 80% of his/her final - 
monthly pay at the time of his/her 
retirement as recommended by 
various authorities on pension 
matters? 

•r 
Analysis of Questionnaires 

Forty questionnaires were 
distributed and they were all retrieved. The 
ma j or i t y  v i ews  s u pp or t ed  b y  t he  
respondents are analyzed as follows: 

 
Question Majority   View   Supported   by   

the Respondent 
1 Suspense account 
2 Yes (government makes its contribution 

regularly) 
3 Suspense account 
4 In     suspense     account     created     

by government 
5 Government may revert to old method 

which is cumbersome 
6 No. Majority say it is not feasible 
7 Each   union   should   choose   for   

its members 
8 By labour union recommendation 
9 Yes. Majority supported that the Central 

Bank of Nigeria should be the custodian of 
the pension funds 

10 Few that said no said that it is not the 
function of CBN 

11 Commercial Banks 
12. Yes. Ministry of Finance Incorporated be   

put   in   place   as   pension   fund 
administrator 

13 Majority agreed that: a.       Better 
management of the pension fund b.      The   
ministry   staff is   part   of  the 
beneficiaries of the pension funds and so will 
ensure investment income are not diverted c.      
Proper  investment of the  funds for income 
purpose 
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Those who say No. said that: Government 
may temper with fund and the beneficiaries 
will return (o the old system where benefits are 
not paid. 

15 Majority    supported    the    view    that    
the retirement    benefits    payment    
burden    of government has reduced because: 
a.    Government   and   employees   are   
now contributing (o the retirement benefits, b.    
Government contributions which  finally 
translate   to   payment   is   less   lhan   
the previous benefits payment c.    
Government contribution is spread over many   
years   as  against  the   lump  sum charged 
on Consolidated Revenue fund of government, 

16 Majority supported the old scheme as the 
benefits are better 

17 Those who supported old scheme said that 
workers   do   not   contribute   a   
government bears all the burden 

18 Those who said that the new scheme is belter 
agreed that: a.       workers       can       
make       voluntary contribution to increase 
their benefits, b.       Poverty   of  retirees   
are   reduced   as benefits will be paid 
regularly. 

 19 Majority agreed that: a.       By  making  
voluntary  contribution  to the funds savings 
account b.      Government   contribution   
should   be increased to at least 121/2 

A.    Calculation    of    
Contribution Employer and 
Employees 

 

Employees 
Nome Sufnry VcNfly (-.ritaiM 33 v« Balance on 

3 5  I T S 

 N N N N N 
A 249924 37489 1312ns 4<MS5 1361600 
Ti 311767 4676S 1030777 C.I 730 lo1; 8 507 
c -1.1.174! 6S06I 2277133 91085 236R2M 
0 85I3II 127098 44W430 173777 464 K.I (17 
E 914453 137108 4800880 192035 4992915 
r 1001195 1501 II 5356265 2I02S1 5466516 
<; 1 099115 J 104978 5774205 23097 1 60(152.10 
H 1242494 186374 6523090 2G0924 6784014 
i 1337R34 201)675 7023625 280945 7304570 
j 144095S 216144 7565040 302002 7867642 

Notes 
1. 

2. 

The annual salary is based on the 
baste salary, Rent Allowance, and 

Transport Allowance in 
accordance with the pension act. 
Investment income calculation is 
based on 33 years because the first 

year   contributions   may   not   
be invested until the following 
year. The     last     year     
(35th     year) contribution will 
not be invested being  the year 
the employee  is expected to 
retire. 
3. The paper assumes that 
everybody will put in 35 years of 
service. The table above shows    
the calculation of employees    
and employers contributions for a 
year and total contribution for 
the 35 years of service. The annual 
salary of each employee   is   
based on annual basic     salary, 
housing allowance and transport 
allowance as    approved by the 
Pension Reform Act 2004. The 
minimum contribution of ? V2 for 
employer 
and 7'/2  for  employee form the 
basis of the 15% used for the 
annual contribution. The balance 
on the savings account for 
individual employee is the total 
contribution for 35 years   plus 
investment income generated when 
the contribution were invested by 
the Pension fund administrator. The 
investment income is calculated on 
an average of 4%interes rate since 
the invested 
fund will not be invested at the  
same time as the contribution is a 
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stream of cash flows for a period of 
time. 

Withdrawals of Benefits after 35 
years of Service 

 

EiuproyM* 
*±r' 
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Assumptions 
i .  T he paper  a ssumed tha t  each  
employee will be 60 years of age at the 
time of retirement, ii. The paper also 
assumed that a retiree will live for 72 
years, hence 12 years expected life span 
after retirement, iii.  No lump sum 
withdrawal out of the balance on 
Retirement Savings Account. Any lump 
sum withdrawal will make the monthly 
withdrawal to reduce. 
The table above shows the withdrawal of 

benefit after 35 years of service and 
programmed payment schedule to-each 
employee. The essence of this schedule 
is to determine: 

i.        Whether the balance on the savings 
account   can   be   fully   withdrawn 
within the expected life span, iii.     
Whether at the end of the expected life span 
when the money in the savings account 
have been fully withdrawn, the employee 
is still alive. 

iv.      If the employee is still alive and 
the 
savings   account   have   been   fully 
withdrawn, what amount of money 
would   the   retiree  rely  on   in   the 
remaining part of his life time. 
Apart from the above point, where 
the employer is owing a contribution, the 
balance on the savings account will be less 
than the employees benefits, what happens 
to the retired employees portion of this 
benefit and the expected income from the 
expected investment. These are some of 
the issues that answers were not provided 
for from the oral interviews. 
Testing of Hypothesis 
From the table B: 
X      = N4849752 
Y      = N46I35873 
Z      = N556129I 
We accept HO if:  
X  >Y+Z = N48497527^N5 16972 164 
We accept HI If: 
X<Y+Z - N48497527 < N5 1672 1 64 
From the result of testing of the hypothesis 
above,   alternative   hypothesis   HI   which 
says that: 
The Pension Reform Act 2004 does not 
solve  all pension problems  but  merely 
reduced the problems is accepted. 

Comparison of Old Pension Scheme and 
the Pension Reform Act 2004 
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 IW7S.M 2 101   502 III0206 *!67I)8 73W5TO W!!I3 8 
 MJ(I9.HS 1 431 SM IJI3J1W 1116060 TSW6J3 .I02B3JI8 
     1IIM301 6I 747J I 7 tUH>79 
 

 
 
 
 
 
 
 
 
 

B. 



  
Journal of Teacher Perspective 96 
  

The paper assumes that every 
retiree will live for the numbers of the year 
expected him after retirement. Gratuity and 
pension on the old scheme is calculated at 
300% and 80% of final emolument  
respectively. 

Hypothesis Testing 
Total benefits based on Pension 

Reform > Total benefits on old Pension 
Scheme = N62747427 < N126184302 

From the above calculation the 
benefits calculated on Pension Reform is 
less than the benefits calculated on the 
pension scheme. We then accept H, which 
says By the Pension Reform Act 2004, 
employee retirement benefits have 
reduced. 

Findings 
1. The Pension Reform Act 2004 has 

reduced the final retirement 
payments and benefits to the 
public servants as against the 
previous pension scheme. 

2. 
The Pension Reform has not solve 
all envisaged problems of the 
retirees as some retirees who live 
above the expected life span will 
have no fund in their retirement 
savings accounts to draw. 

3. When the benefit contribution of 
government   is   reduced   then   
it means   that   there   will   be   
more money for the government to 
carry out its developmental projects. 

4. Labour unions should choose the 
pension fund administrators for the 

 employees. 

 

5. The  Ministry      of       Finance 
Incorporated should be put in place 
to be the pension fund administrator. 

6. The Central Bank of Nigeria should 
be the major fund assets custodian. 

7. Both employees and government to 
make additional contributions. 

8. the contribution of employees and 
government  presently   is   put   
in a suspense      account created      
by government in Delta State. 

9. When the pension fund contribution 
is not with a pension fund custodian, 
but still in suspense account created 
by government, this may lead to the 
old system where retirement benefits 
are not paid. 

Recommendations 
1. The money that will continually be 

saved by government   from   this 
pension reform should -be properly 
and prudently   channeled   towards 
developmental projects. In this way 
Nigeria and Delta will move forward. 

2. The Ministry of Finance Incorporated 
should be put in place 
to manage the pension funds as 
administrator to ensure transparency. 

3. Employees should be encouraged to 
save more and also make voluntary 
contributions in order to increase 
their retirement benefits. 

4. Government on their part should 
increase their contribution so that the 
retirees benefits can be further 
enhanced. 
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5. A reputable   firms   of   auditors 
should regularly audit the account 
of the pension funds administrator. 

6. It is recommended that only 95% 
of the balance on the retirement  
savings account should be prorated 
along with the expected life span 
so that when actual life span   is 
longer   than  expected life,   the 
retiree can fall back to the balance 
5%  in  the    retirement    saving 
account. 

Summary and Conclusion 
It is the view of this paper that 

when all these recommendations are 
effected and employees who have served 
their state and Nigeria do not find 
themselves. 

i.   In poverty; 
ii.  Queue for hours  and   days   to 

receive their retirement benefits;  
     iii   As beggars and 

iv. Fraudulent practices in the 
administration of pension funds; 
then we can conclude that the 
pension reform is a way forward 
for Nigerians. 
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