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Abstract 
This paper begins from the premises that no condition is permanent. 
Human beings do not retain their strengths indefinitely. Their values 
just like assets reduce over time. At the prime stage, a typical human 
being is energetic, social and easily contributes to tire productivity of a 
typical organization. 
Unlike physical assets that after being used up can be replaced and 
discarded human beings need to be looked after at old age. Employers, 
being aware of the early contributions of the employees and of the fact 
that later in age of such employees they need to be taken care of, 
makes plans for their future while yet they are in employment. This 
means that at the prime age of the employees they contribute 
energetically to the productivity and growth of the organization and at 
later stages it is the organization that takes care of them. For an 
employee who has put in an acceptable period of time the organization 
compensates him in two ways - by way of gratuity and by way of 
pension. Computations of the benefits of hypothetical retiring civil 
servants were made to serve as illustrations to the discussion. In 
conclusion, the papers suggests contributions by both workers and 
government to the retirement fund just like it is done in the Nigerian 
private sector. 

Introduction 

Human beings just like assets reduce in value over time. At the prime stage, a typical human 

being is energetic, social and easily contributes to the productivity of a typical organization. Unlike 

physical assets that after being used up can be replaced and discarded human beings need to be looked 

after at old age. Employers, being aware of the early contributions of the employees and of the fact that 

later in age of such employees they need to be taken care of, make plans for their future while yet they 

are in employment. This means that at the prime age of the employees they contribute energetically to 

the productivity and growth of the organization and at later stages it is the organization that takes care 

of them. For an employee who has put in an acceptable period of time the organization compensates 

him in two ways - by way of gratuity and by way of pension (Demirguc- Kunt. and Schwarz, 1996:45). 

Gratuity is the lump sum granted immediately upon the retirement of the officer. Currently in Nigeria, 

the qualifying period for the payment of gratuity in the public sector is five years (Johnson, 1996:99). 

In the private sector the period is much shorter and may vary from company to company or industry to 

industry. The Nigerian Pensions Act, now CAP 346 of the Laws of the Federation of Nigeria (1990) 

defines a pension as: 
a social contract entered into by the employer to pay retirement 
benefits to his former employees who are no longer productive to his 
organization. 

Gratuities are granted once by the organization to the retiree while pensions are on monthly basis 
until the demise of the beneficiary. The Act also defines pension administration as the totality of plans, 
procedures, legal and administrative processes of security and setting aside funds designed to meet the 
social obligation of care which employers owe to their employees on retirement (CAP, 346). 

For anyone to qualify as a pensionable retiree he must hold a pensionable post in the public service 

in Nigeria. 'The Federal Government’s Revised Civil Service Rules (1999) requires the Permanent 

Secretary of each ministry or the Head of each extra-ministerial department to maintain the following 

documentation procedures necessary to place a retiree on the pension and gratuity list: a) Keep the record 

of service of each officer up to date, 

b) Forward to the Pensions Board in the last quarter of' each year names of officers due to retire 



during the succeeding year. 
c) Make available pensions form to each retiring officer in good time to enable him submit the 

completed form to the Personnel Management Department at least two months before lie is due 
to proceed on retirement leave. 

d) Forward the completed form to Establishment and Management Services Office together with 
and up-to-date and certified record of service and a statement of the officer's indebtedness to 
government, and 

e) A retiring officer may remain in his official residence beyond the normal three months' period 

until he is paid his full entitlements if it is clear that he is unable to collect his benefits and the 

delay in doing so is not attributable to him. 

A retiring officer may just qualify for gratuity alone if he spends up to five years but less than 

ten years in a pensionable employment but may qualify for both gratuity and pension if he spends ten 

or more years in a pensionable employment. With effect from 1st February, 1991 the computation and 

payment of retirement benefits became based on the total emoluments of the retiring officer. The 

Nigerian Pension Plan is a money purchase pension arrangement. This calls for government to make 

annual contributions equal to a percentage of the total emoluments of pensionable government 

employees. The arrangement is simply for the government to make the required contributions and pay 

the defined benefits to the affected retiree immediately on retirement. Unfortunately, this is not always 

the case in Nigeria. Pensioners who have retired several years are not paid their benefits. This could be 

due to lack of transparency and accountability on the part of officers carrying out the implementation 

of the guidelines scheme. The paper therefore attempts to meet the basic objectives of knowing : 

a) Who qualifies for retirement benefits in the Nigerian public sector, 

b) How lack of transparency and accountability may delay payment of retirement benefits in 

Nigeria, and 
c) How transparency and accountability may speed up payments of retirement benefits. 

Circumstances Leading To Pensions And Gratuities 

Certain conditions may lead one to qualify for pension and gratuity in the public service. These 

are discussed below: 

a) On voluntary retirement after a qualifying service which was 10 years up to 3 1st March, 1977. 

15 years from 1st April, 1977 and back to 10 years from 1st June, 1992 for pension, and 5 years 

up to 31s1 March, 1977, 10 years from 1st April, 1977 and 5 years from 1st June, 1992 for 

gratuity (Johnson, 1996:99). 

b) On compulsory retirement at the age of 60 years or 35 years of service, whichever is earlier. 

c) On compulsory retirement for the purpose of facilitating improvements in the organization of 

the officer=s department or ministry so that greater efficiency or economy may be effected. 

d) On total or permanent disablement while in the office. 

e) On the advice of a properly constituted medical board certifying that an officer is no longer 

mentally or physically capable of carrying out the functions of the office. 

1) On abolition of his office as a result of a re-organization in the department and he cannot be 

transferred to another office. 

g) If he is required by the Public Service Commission of the federation to retire on the ground 

that his retirement is in the public interest. 

h) To take up appointment in a local government or as a member or head thereof with the prior 

consent of the minister if the minister is satisfied that such a retirement is in the public interest. 

When Officer Dies In Service 

a) As from 1st April, 1978 where an officer dies in service after the completion of the minimum 
period of qualifying service, the pension and gratuity is paid to his next of kin or designated 
survivors as if he retired at the time of his death 

b) If the officer dies before the completion of the qualifying period of five years his next of km or 
survivor is paid one year’s salary as death gratuity. 

When Officer Is Killed In Service 

a) When an officer is killed in the course of his lawful duty a gratuity which the officer would be 
entitled to at the time of his death is paid to his next of kin or designated survivors. 



b) In addition, pension is granted under the following circumstances: 
i. If the deceased officer leaves a widow a pensions equal to one-third of the deceased's 

accrued pension at the time of his death is payable to her for life. She must, however, 

remain unmarried and be of good character to enjoy this privilege. 

ii. If the deceased officer leaves children behind each child, subject to a maximum of six 

children, is entitled to a pension not exceeding one-ninth of the deceased’s last pay 

until each of them attains the age of 18 years. 

iii. If the deceased officer leaves only one child such a child is entitled to a pension equal 

to two-thirds of the deceased’s accrued pension until he attains the age of IS years. 

iv. If the deceased officer leaves a child or children and a widow to who a pension has 
been granted and the widow dies, each child becomes entitled to a pension of one- 
sixth of the deceased officer’s accrued pension from the date of the widow's death until 
each attains the age of 18 years. 

v. A pension granted to a female child ceases upon marriage even under the age of 18 

years. 

vi. Where the deceased officer leaves more than one widow, the minister may grant 

pension to one or more of them not exceeding on the aggregate of the total value of the 

pension which might otherwise granted to one widow. 

vii. Where the deceased officer does not qualify for a pension by reason of length of 

service his dependants are entitled to pension on a pro-rata basis calculated at 2% per 

annum based on the deceased's final pay. 

Pension And Gratuity On Abolition Of Office 

When an officer becomes redundant as a result of a re-organization of his department or 
ministry the civil service commission may ask him to retire within three months of such a redundancy. 
Where the officer retires on this basis he is entitled to 10% of his pension and gratuity as a compensation 
for a premature retirement. It must be noted however that the compensation only applies when his 

pension and gratuity do not reach 80% and 300% respectively. Where the officer has to retire before the 
minimum qualifying period for gratuity the minister may grant him a gratuity equal to his one year’s 
salary. 

Pension To Run For Five Years After Retirement 

When an officer enjoying a pension dies within five years of retirement his next of kin or 

designated survivor is entitled to the pension he (the deceased) was receiving before his death until the 

expiration of the five years following his retirement. If the next of kin or survivor elects lie may be paid 

the remaining pension in block at once or it can be split on monthly basis for the remaining period. 

Pension Payable To A Retiring Officer Who Served Two Governments 

It is possible for an officer to have served two governments - local and state or state and federal 
- in the federation before his retirement. When a situation like this arises the two governments he has so 

served would be required to contribute to both his retirement gratuity and pension in proportion to his 
length of service in each of the two governments. 

Transparency And Accountability In Pension Administration In Democratic Nigeria. 

A democracy is a society where the rule of law operates and where leaders allow the followers 
to participate in the decision making process especially when such decisions affect the followers or 
where they (the followers) can make reasonable contributions. This is opposed to the



military era where the autocratic leaders’ ability to stimulate others rested on fear, threat and force 
(Thierauf Klekamp and Geeding, 1977:499). 'hire rationale of the autocratic leader is very simple: I do 
the thinking and you carry out the orders’. Transparency and accountability are of utmost importance 
foe the sustenance and growth of democracy in third world countries such as Nigeria. 

Transparency is the ability of the society to discern clearly that a particular leader or officer is 
carrying out his duties to the letter without fear, favour or personal benefits. Honesty is the hallmark of 
transparency. Accountability has not, however, fared well in Nigeria. Lamenting the futility of 
accountability in the Nigerian public sector, Elaigwu (2002:15) said to ensure accountability of public 
officers and servants the constitution makes provisions for a set of codes of conduct. 

Even the oath of office underscores this. Often, there is 
a big gap between the rhetoric of accountability and the 
practice. 

Forchbeimer (1972:15) defines accountability as 
a system of management which assigns certain 
responsibilities to line and staff personnel and in turn 
holds them accountable for the achievement of 
predetermined objectives within their area of 
responsibility. 

Accountability is a sequential derivative of responsibility and authority. Once the 

responsibility has been assigned and adequate authority is delegated by the superior to the subordinate 

the final stage in the relationship between the superior and subordinate is accountability. In other 

words, the subordinate is answerable to the superior for final results. While responsibility and authority 

flow downwards the line of the organization accountability flows upwards the line. An important 

principle of accountability is that of “a single accountability” which means each subordinate is 

answerable to one superior and no more. Herein lies the difference between accountability in the 

public sector and the private sector. As against the practice in the private sector where accountability 

flows upwards and where there is a single accountability, in the public sector it flows downwards and 

officials are accountable to more than one individual. Johnson (1996:79) maintains that 
public accountability is an essential component of the functioning 
of our political system as accountability means that those who are 
charged with drafting and/or carrying out our policy should be 
obliged to give an explanation of their actions to the electorates 
who include taxpayers, employees and clients. 

Transparency, Accountability And Administration Of Pension In Nigeria 

The Nigerian press is awash with stories of sharp practices in the public sector. Stories of 

ghost workers, frauds, embezzlements and setting ablaze of offices housing sensitive documents are 

found every where in Nigeria (See for instance, Newswatch magazine of 4th November, 1996. 19th 

October, 1998 and K)"1 May, 1999). No wonder, Nigeria ranks very high among the corrupt nations of 

the world. The pension administration presently cannot claim to be free of these corrupt tendencies of 

the Nigerian society. The institution of transparency and accountability therefore will achieve the 

following objectives or dividends of democracy: 

a) prompt payment of pension benefits to deserving officers, 

b) payment of correct amounts to deserving officers, 

c) removal of ghost pensioners from the pension offices, 

d) removal of frauds and other sharp practices from the pension offices, 

e) bringing of hope to current workers that on retirement they would be paid their benefits 

promptly, 

f) reduction in the incidences of corruption among civil service practitioners since they will now 
be sure of the future on retirement. The “get rich quickly” syndrome may not be necessary any 
more since the future appears certain. 

The fear of the above envisaged dividends not yielding leads to panic among the civil servants 
and as a result of this panic they may become involved in unbridled corruption which may be seen as 
the only way to protect their future.



Tile Need For Reform 

There has been a growing pressure from the ageing population that governments 
should provide a belter pension plan that is sustainable and which as well will improve their 
standard of living (Fox, 1995:36). With the improved public sector remuneration and the 
increase in existing pensioners’ income of about 152%, there is a remarkable stride towards 

a reasonable retirement benefits to the aged in Nigeria. However, sustainable and adequate 
retirement benefits would require a conscious reform. We propose two approaches to the 
reform for the pension system in Nigeria - the modest and radical approaches.  

Modest Reform Proposal: This is a limited reform which would involve keeping the present 

system intact with minor changes to the minimum and maximum pension. Under this system 

pension should be calculated based on the existing formula subject to the following:  

Minimum pension - 80% of minimum wage 

Maximum pension - 706% of minimum wage. 

Radical Reform Proposal : In the future after a consistent public worker enlightenment on the  

need for contributions also by employees in order to have a more financially sustainable, 

more equitable and more beneficial pension system, the radical reform can be i ntroduced 

(Diamond, 1995:84). This may take the form of:  

(a) instituting a mandatory fully funded contribution saving pillar through which individuals 

could save to provide income for when they are retired or unable to work. The contribution 

rate could be between 10.5% and 16.5% of the empIoyee ’s basic salary which may be met by 

both the individual and the employer in the following ratio:  

Individual - 33% of the amount of contribution 

Employer - 67% of the amount of contribution. 

This practice already exists in the Nigerian private sector.  

a) All retiring individuals receiving a pension worth 50% of the minimum wade funded 

from general government revenue. The essence is to provide a social safety net to all 

retirees on a Hat and equitable basis. 

b) The third pillar consisting of optional but funded company-based or occupational 

pension schemes and voluntary savings in the form of deposits, marketable securities 

and investments in real assets such as houses.  

Conclusion 

To succeed in instituting transparency and accountability in the administration of 
pension schemes in Nigeria, workers in the pension system need to be fully re-orientated. At 
present, a lot of emphasis is on the material wealth of individuals. This should not be so. The 
“gel-rich-quickly" syndrome should be eliminated from our psyche. The government should 
also release enough funds to meet the pension requirements of retirees at all times. Adequate 
records should be available concerning the retirees to avoid fraudulent practices in the 

various boards. 
In any pension reform, the design and management of the transition is a crucial issue 

with potentially large consequences for the stability, equity and political acceptability of the 
reform. A complete switch to a new system may result in gross unfairness to some current 
workers and endanger the political acceptability of the scheme ( Demir guc-Kunt. and 
Schwarz, 1996:46). An appropriate regulatory framework would have to be instituted that 

will ensure an accurate calculation of all entitlements of workers and pensions alike to 
ensure equity in the economy. 
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