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(ECM). The data employed span 1970 – 2010. The results of the study showed that external debt 

has a significant positive effect on GDP. The study recommended that external debt should be

acquired largely for economic reasons rather than political reasons. 

 
Umaru, Hamidu and Musa (2013) studied the effect of external debt and domestic debt on the

growth of the Nigerian economy using secondary data from 1970 to 2010. OLS was the technique 

of analysis used. The results of the study revealed that external debt has a significant negative 

effect on GDP, while domestic debt has a significant positive effect on GDP, used to measure 

economic growth. Therefore, the study recommended that government should rely more on 

domestic debt to stimulate the economy rather than external debt. However, Yusuf and Mohd 

(2021) analysed the effect of government debt on Nigeria’s economic growth using annual time 

series data from 1980 to 2018. ARDL technique was used for the analysis. The results indicated 

that external debt has a negative effect on economic growth proxied by Real Gross Domestic 

Product (RGDP). However, domestic debt has a significant positive effect on economic growth. 

Thus, the study suggested that government should direct the borrowed funds to the diversification 

of the productive base of the economy. The study advocated for efficient debt management 

strategies and reliance on domestic debt rather than external debt for deficit financing. 

 
Applying Generalised Method of Moments as the estimation technique, Senadza, Fiagbe and 

Quartey (2018) assessed the effect of external debt on economic growth in Sub-Saharan Africa 

(SSA). The study used data from 39 SSA countries from 1990 to 2013. The study found that 

external debt negatively affects economic growth in SSA (measured with RGDP). The study 

recommended that governments in SSA should ensure that foreign loans are invested in projects 

that would eventually generate enough returns to amortise the debt.  

 
3. Methodology 

This study adopted ex-post-facto research design. The data used in the study were sourced from 

Central Bank of Nigeria Statistical Bulletin 2020. Autoregressive Distributed Lag Model (ARDL) 

was the technique of analysis used. The model used in this study is specified as follows: 

GDPGR = a0 + a1DBt + a2EBt + a3DSt + a4ERt + a5IRt + e 

Where: 
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GDPGR = Gross Domestic Product Growth Rate 

DB = Domestic Borrowing 

EB = External Borrowing 

DS = Debt Servicing 

ER = Exchange Rate 

IR = Interest Rate 

a0 – a5 = Regression Coefficients   

t = Time Period 

e = Error Term 

The dependent variable is GDP Growth Rate, while the independent variables include Domestic 

Borrowing and External Borrowing, whereas the mediating variables include Debt Servicing, 

exchange rate and interest rate. 

 
4. Results of Analyses and Discussion 

4.1 Results of Analyses  

Table 4.1: Unit Root Test Results 

Variable ADF Test 
Statistic 

Test Critical 
Values at 5% 
Level 

Prob. (5%) Stationarity  

D(GDPGR) 
D(DB) 
D(EB) 
D(DS) 
D(ER) 
D(IR) 

-2.986225 
-7.684738 
-2.960411 
-5.583570 
-3.949280 
-8.067878 

-2.986225 
-2.960411 
-2.960411 
-2.960411 
-2.954021 
-2.954021 

0.0000 
0.0000 
0.0001 
0.0001 
0.0046 
0.0000 

I(0) 
I(I) 
I(I) 
I(I) 
I(0) 
I(0) 

Source: Computed by the Researcher using E-Views 9 

The Unit Root Test Results presented in Table 4.1 demonstrate that the variables employed in the 

study have mixed stationarity levels. While GDPGR, ER and IR are stationary, DB, EB and DS 

have a unit root. Thus, the appropriate technique of analysis was Autoregressive Distributed Lag 

Model. 
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Table 4.2: Autoregressive Distributed Lag Model (ARDL) Bounds Test Results 

Null Hypothesis: No long-run relationships exist 

Test Statistic Value K 

F-statistic 4.916982 3 

Critical Value Bounds 

Significance I0 I1 

10% 

5% 

2.5% 

1% 

2.72 

3.23 

3.69 

4.29 

3.77 

4.35 

4.89 

5.61 

Source: Computed by the Researcher using E-Views 9 

 

The results of the ARDL Bounds Test presented in Table 4.2 indicate that the F-statistic of 

approximately 4.92 is higher than both the lower and upper bounds (I0 and I1 respectively) at 5% 

level of significance. This implies that there is a long-run relationship between the dependent and 

the independent variables. Therefore, the null hypothesis of no long-run relationship is rejected. 

 
Table 4.3: ARDL Long-run and Short-run Coefficients 

Dependent variable: GDPGR 

Long-run Coefficients 

Variable Coefficient Std Error t-Statistic Prob. 

DB 

EB 

DS 

ER 

IR 

C 

-0.000239 

0.002450 

-0.006442 

-0.076055 

0.024297 

29.622944 

0.004649 

0.004079 

0.029804 

0.113171 

0.922131 

15.126591 

-0.051447 

0.600718 

-0.216160 

-0.672036 

0.026349 

1.958336 

0.9593 

0.5530 

0.8305 

0.5073 

0.9792 

0.0606 

Short-run Coefficients 

Variable Coefficient Std Error t-Statistic Prob. 

D(DB) 

D(EB) 

D(DS) 

D(ER) 

D(IR) 

CointEq(-1) 

-0.000180 

0.001846 

-0.004852 

-0.057285 

0.018301 

-0.753206 

0.003515 

0.002945 

0.022095 

0.082636 

0.695691 

0.183450 

-0.051253 

0.626754 

-0.219620 

-0.693223 

0.026306 

-4.105789 

0.9595 

0.5361 

0.8278 

0.4941 

0.9792 

0.0003 

The short-run regression dynamics are as follows: 

R-squared = 0.409982                   Adjusted R-squared = 0.278867       



AFRA CONFERENCE BOOK OF PROCEEDINGS VOLUME 11, ISSUE 2 

802 

 

 

F-statistic = 3.126883                    Prob(F-statistic) = 0.018542 

Source: Computed by Researcher using E-Views 9 

The ARDL long-run and short-run coefficients presented in Table 4.3 specify that DB has a 

negative but not significant effect on GDPGR in both short-run and long-run. However, EB has a 

positive but not significant effect on GDPGR in the short-run as well as long-run. Two of the 

moderating variables, DS and ER have a negative but not significant effect on GDPGR in both 

short-run and long-run. However, IR as one of the moderating variables does not exert a significant 

effect on the dependent variable. The cointegrating equation shows that 75% of the errors in the 

previous year were corrected in the following year. The cointegrating equation result is significant 

at 5% level. 

R-squared depicts that only 41% of the changes in GDPGR are caused by DB, EB, DS, ER and 

IR, whereas, Adjusted R-squared shows that approximately 28% of the variations in the dependent 

variable are accounted-for by the independent and moderating variables in the model. The overall 

result of the regression analysis is significant as the Probability of F-statistic is less than 0.05. 

 

Table 4.4: Breusch-Godfrey Serial Correlation LM Test Results 

F-statistic 0.035025  Prob. F(1,1) 0.9656 

Source: Computed by Researcher using E-Views 9 

The serial correlation result presented in Table 4.4 shows that the probability of F-statistic is higher 

than 0.05, implying that there is no presence of autocorrelation in the analysis. This means that the 

results of the analysis are reliable. 

 
Table 4.5: Breusch-Pagan-Godfrey Heteroskedasticity Test Results 
F-statistic 
Obs*R-squared 

1.092857 
6.643676 

 Prob. F(1,1) 
Prob. Chi-Square(6) 

0.3918 
0.3551 

Source: Computed by Researcher using E-Views 9 
Table 4.5 presents the Heteroskedasticity Test Results. The results indicate that the Probability of 

both the F-statistic and Chi-square are higher than 0.05, meaning that the residuals have constant 

variance and are therefore homoskedastic. Thus, the possibility of having porous results is 

eliminated. 

 
Table 4.6: Ramsey RESET Test Results 
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 Value Df Prob. 
t-statistic  
F-statistic 

0.397131 
0.157713 

26  
(1, 26) 

0.6945 
0.6945 

Source: Computed by Researcher using E-Views 9 

The Ramsey RESET Test results presented in Table 4.6 show that both the t-statistic and F-statistic 

have their probability values higher than 5%. The implication of the results is that the model was 

properly specified to give the best result. 

 

4.2 Test of Hypotheses  

Hypothesis 1: 

H0: Domestic borrowing has no significant effect on economic recovery of Nigeria. 

H1: Domestic borrowing has a significant effect on economic recovery of Nigeria. 

The results of the study have pointed to the fact that domestic borrowing has no significant effect 

on GDPGR, a proxy for economic recovery. As such, the null hypothesis is accepted, while the

alternative hypothesis is rejected. 

 
Hypothesis 2: 

H0: There is no significant effect of external borrowing on economic recovery of Nigeria.  

H1: There is a significant effect of external borrowing on economic recovery of Nigeria.  

From the results of the study, external borrowing has no significant effect on GDPGR (used to 

measure economic recovery). Therefore, the null hypothesis is accepted, whereas the alternative 

hypothesis is rejected. 

 
4.3 Discussion of Findings 

The results of the study indicated that domestic borrowing has no significant effect on economic 

recovery of Nigeria. This could be as a result of not channelling the borrowed funds to productive 

uses that could trigger the growth of the economy. Also, the non-significant effect of domestic 

borrowing on economic growth in Nigeria could be due to high interest rate in the economy, 

resulting in high cost of servicing the debt which erodes the benefits that would otherwise accrue 

to the economy. The result of this study agrees with the findings of Okah, Chukwu and Ananwude 

(2019) and Duhu, Ojiya, and Amadi, (2017) who found that domestic borrowings does not exert a 
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significant influence on economic growth. Contrary to the findings of this study, Nwaeke and 

Korgbeelo (2016) found that deficits financed from domestic sources stimulate economic growth. 

Similarly, Nwanna and Nkiruka (2019), Umaru, Hamidu and Musa (2013) and Yusuf and Mohd 

(2021) found that deficit financed through domestic borrowing has a significant positive effect on 

Nigeria’s economic growth. 

 
Also, the results of this study showed that external borrowing has no significant effect on economic 

recovery of Nigeria. This could be due to the depreciating nature of Naira (the domestic currency) 

accompanied by rising external indebtedness. The depreciating and volatile exchange rate makes 

external debt repayment more costly, thereby crowding out the beneficial effect of the borrowing 

on the domestic economy. The result of this study regarding external borrowing is in line with the 

findings of Okah, Chukwu and Ananwude (2019), Nwaeke and Korgbeelo (2016) who found no 

significant effect of external borrowing on economic growth in Nigeria. However, the results of 

Kasasbeh and Alzoub (2019) and Nwanna and Nkiruka (2019) contradict the findings of this study 

as they found a significant negative effect of external borrowing on economic growth in Nigeria. 

Similarly, Senadza, Fiagbe and Quartey (2018) reported a negative effect of external debt on Sub-

Saharan Africa. However, Monogbe and Okah (2017), Paul (2017) and Sulaiman and Azeez 

(2012) found a significant positive effect of external debt on economic growth in Nigeria. 

 
Similarly, the results of the study pointed to the fact that debt servicing has no significant effect 

on economic recovery of Nigeria. This is because the depreciation of the domestic currency (Naira) 

against other referenced currencies of the world, like US Dollars, Euros, and Pounds, makes 

external debt servicing costly. Also, interest rate in the domestic economy might make the 

domestic debt servicing costly. As such, debt servicing generally does not have any good influence 

on the growth of the economy. This result agrees with the findings of Nwanna and Nkiruka (2019) 

and Okah, Chukwu and Ananwude (2019) that debt servicing has no significant effect on Nigeria’s 

economic growth. Furthermore, both exchange rate and interest rate have no significant effect on 

economic recovery of Nigeria. 

 
Despite the inclusion of the mediating variables (debt servicing, exchange rate and interest rate) in 

the model, deficit financing (measured with domestic debt, external debt and debt servicing) has 
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no significant effect on economic recovery (measured with gross domestic product growth rate) in 

Nigeria. The implication of the result is that despite the huge borrowings; Nigeria’s economic 

growth is not seriously triggered, thus, budding at a very slow rate. In line with this, Musa (2021) 

affirmed that despite the substantial increase in government expenditure in Nigeria over the years, 

the rate of economic growth has been very low and sluggish. Borrowed funds (both domestic and 

external) can affect economic recovery, and by implication, economic growth, positively only if 

the funds are channelled to capital expenditure rather than recurrent expenditure. Also, prudent 

financial administration is needed to ensure proper allocation of funds to productive capital 

projects and monitoring to ensure completion and functioning of the executed projects. 

 
5. Conclusion and Recommendations 

In conclusion, deficit financing, whether from domestic or external sources, does not have any 

significant effect on economic recovery of Nigeria. Thus, the following recommendations were 

given: 

i. The federal government of Nigeria should set up an independent institution, made up of 

professionals, charged with the responsibility of execution of projects and monitoring of 

the overall budget implementations. This will ensure prudent use of the borrowed funds 

and enhance the recovery of the economy. 

ii. Also, internally generated revenue should be prudently utilised to execute productive 

projects and take care of governance/administrative costs. If this is done, the need for 

further borrowing to fund budget deficits will reduce, invariably causing a reduction in 

debt service and enhancement of economic recovery of the country. 
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ABSTRACT  
The objective of this study was to examine the impact of Contributory Pension Scheme on payment 
of retirement benefits in Nigeria. Specifically, the study sought to ascertain the impact of pension 
fund contribution and pension fund assets held by Pension Fund Administrators (PFAs) on 
payment of retirement benefits to retirees. The population of the study comprised of 22 PFAs who 
operated Retirement Savings Account for the contributors during the study period. The sample size 
was 21 PFAs purposefully selected for this study. Secondary data were employed and collected 
from audited financial statements of the PFAs, and published annual reports of National Pension 
Commission. Panel regression, using the random effect model based on the recommendation of 
the Hausman specification test with the aid of STATA (Version 13.0), was used for data analysis. 
Findings from the analysis revealed that the pension fund assets under the management of PFAs 
have a positive and significant effect on payment of retirement benefits. The implication of this 
finding to the retirees is that funds (assets) have been significantly deployed for payment of 
retirement benefits. The study also found that pension fund contribution has a positive but
insignificant effect on payment of retirement benefits in Nigeria. Based on the findings, the study 
recommended that the Federal Government of Nigeria should sustain the implementation of the 
scheme. The Pension Regulator, PENCOM should strengthen its oversight function over the PFAs 
to ensure timely payment of pension to pensioners by setting a performance standard – maximum 
time to pay retirees their benefits upon exit from service. 
 

Keywords: Contributory Pension Scheme, payment of Retirement Benefits, Pension Fund 
Assets, Pension Fund Contribution. 
 
1. INTRODUCTION 

1.1 Background to the Study 

The desire to have a sustainable pension system has commanded interest from various policy 

makers globally, as it acts as a means of facilitating privately funded retirement income savings 
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by an ageing workforce (Amadi, 2020). Retirement and its funding aimed at avoiding old age 

poverty has remained a topical issue in both the developed and developing countries of the World. 

The Organization for Economic Co-operation and Development (OECD) states that retirement 

income issues go beyond its funding. Pension administration is the parameter used to assess, rate 

or compare retirement conditions of citizens of Nations (OECD, 2003).  

 
Policy makers and the general public are concerned about pensions especially those managed and 

administered publicly due to the fact that they are not actuarially balanced and are meant to 

empower retirees financially (Kareem & Kareem, 2010). There is a consensus, that if the relative 

living standard of pensioners is not to drop significantly in future, public expenditure on pensions 

must rise significantly in the next couple of years, to be financed either from taxes or the economic 

productivity of a reducing workforce (Price, 2005). This has made the issue of pensions a top 

national agenda in the world today (Choi, 2006). An employee that has worked in the capacity of 

a permanent staff in an organization for a stipulated number of years is entitled to some benefits 

which could be in form of gratuity and pension payable by the employer at the time of retirement.  

 
Pension is the amount paid by an employer to an employee after disengagement due to attainment 

of the requisite age or by reason of years of active service. It is a monthly sum paid to a retired 

officer until death because the officer had worked with the organization paying the sum (Adams, 

2005). Pension is viewed as a sum of money paid regularly to a person who no longer works 

because of old age, disability or retirement or at death to his widow or dependent children by the 

State, former employers or from provident fund to which he and his employer both contributed 

(Edogbanya, 2013). 

 
Different pension schemes have been set up by various countries over the years to address the 

concern of pension payment. Due to the shortcoming of the pension schemes, various countries 

have embarked on various pension reforms including Nigeria.  

In line with pension reforms globally, the Federal Government of Nigeria embarked on pension 

reform in 2004. The reform transformed the Nigerian pension industry from the Defined Benefit 

Scheme to the Contributory Pension Scheme. The move to the Contributory Pension Scheme 

expanded private factors associated with the Nigerian Pension Industry. This move was to improve 
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private participation in the pension industry in line with best practices across the globe and also to 

address the myriad problems that plagued the Defined Benefit Scheme in Nigeria. With the pension 

reform of 2004, old-age life at retirement is expected to be economically stable.    

 
The motivation for this research is the sustained hardship experienced by the pensioners after 

rendering meritorious service to their motherland, the various demonstrations staged by their 

associations, the agonies and pleas that have failed to yield positive results, and the inactions of 

the various authorities saddled with the responsibility of ensuring the aged in the society are 

properly cared for that has resulted in some dying while waiting for their legitimate retirement 

benefits to be paid.  

 
The study seeks to ascertain if the myriad problems faced by the retirees have been addressed, 

their sufferings alleviated and the objectives as outlined by the government in the establishment of 

the Contributory Pension Scheme achieved while providing real support to families at retirement. 

This will be determined by assessing the impact of the pension fund contribution, pension fund 

assets, and retirement savings account on payment of pensioners’ retirement benefits, which serve 

as variables of the study. 

 
The main objective of this study is to examine the impact of the contributory pension scheme on

payment of retirement benefits in Nigeria. The specific objectives are to: (i) examine the impact 

of the pension fund contribution on payment of retirement benefits in Nigeria, and (ii) examine the 

impact of pension fund assets held by PFAs on payment of retirement benefits to Retirees. 

 

2.0 LITERATURE REVIEW  

This section presents the concepts and theories that underlie investigation into the phenomenon of 

interest.  This is followed by a review of selected empirical studies.  

 

2.1        Conceptual Framework 

This section discusses concepts of pension, contributory pension scheme, pension fund 

contribution, pension fund asset, and payment of retirement benefits.   

2.1.1 Pension 
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Okwoli (2008), defines pension as a social contract entered into by the employer to pay retirement 

benefit to his former employees who are no longer productive to the organization. Adebayo (2006) 

asserts that pension can also be the method whereby a person pays into pension scheme a 

proportion of his/her earnings during his/her working life. These contributions alongside the 

payment by the employer provide an income (or pension) on retirement. 

 
Robelo (2002) asserted that pension is also a method whereby a person pays into pension scheme 

a proportion of his/her earnings during his working life. The contributions provide an income (or 

pension) on retirement that is treated as earned income. This is taxed at the investors’ marginal 

rate of income tax. On the other hand, gratuity entails a lump sum of money payable to a retiring 

officer who has served for a minimum period of time.   

 
2.1.2 Contributory Pension Scheme (CPS) 

Contributory pension scheme is a pension system that requires employers and the employees to 

make a defined contribution towards employee’s retirement income (Blake, et al, 2013).  A 

contributory pension scheme is usually conceptualized in a legal framework, which define in 

explicit terms, the percentage of the employee’s salary that must be contributed to the fund. Amadi, 

(2020) asserts that CPS which is a privately managed pension scheme is perhaps Chile’s greatest 

gift to the world as more than 30 countries took after Chile’s pension system reform path with 

modifications only to suit the country environment.  Chile’s pension system reform is said to have 

opened the window of economic prosperity for the citizens and the country as a whole as both 

fixed income and capital market returns sustained an upward trend in more than 20 years of the 

scheme operation.  Although the slowing global economy is moderating the trend of investment 

returns, the Chilean pension model remains the current trend for pension reform. 

 

Odia and Okoye (2012), in their study, traced the history of contributory pension Scheme in 

Nigeria to July, 2004 during the regime of President Olusegun Obasanjo when the Government 

opted for the Contributory Pension Scheme adopting the Chilean model through the passage of the 

Pension Reform Act (PRA) 2004.  The Act laid to rest the Defined Benefit Scheme in response to 

the pension crisis and in keeping with global trends. The 2004 Pension Reform Act catered for the 
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pension needs of all employees of the Federal Public Service, Federal Capital Territory and the 

Private Sectors (including informal sector employees) in Nigeria (PRA, 2004: Section 2).  Elumelu 

(2005), added that the 2004 Pension Reform Act established a uniform contributory; private sector 

managed and fully funded pension system for both the public and private sectors of the country. 

The Pension Reform Act 2004 (PRA, 2004) though repealed by the Pension Reform Act 2014 

(PRA, 2014) is aimed at addressing the associated problems of the Defined Benefit Scheme. For 

the first time in the history of Nigeria, a single authority, the National Pension Commission 

(PenCom) was established to regulate and supervise all pension matters in the country. The scheme 

is managed by licensed Pension Fund Administrators (PFAs), while the custody of the pension 

fund assets are provided by licensed Pension Fund Custodians (PFCs). 

 
2.1.3 Pension Fund Contribution (PFC)    

Pension Fund Contribution is the amount of money set aside by an employer or employee or both 

to ensure that at retirement there is something to fall back on as income (Sule, 2009 and Egbe 

2013).  It also refers to the amount of money pooled as a result of implementation or compliance 

with the requirement of the law that guide the contributory pension scheme in a given country. 

Either the person has worked in the public or private sector; it serves as a social welfare fund for 

the aged and ensures workers save to cater for their livelihood during old age (Sule, 2009; Egbe, 

2013). 

 
2.1.4    Pension Fund Asset (PFA) 

Pension fund asset is made up pension fund contribution plus the accrued interest from pension 

fund portfolio investments. Pension fund contributions are invested in different portfolio for the 

purpose of safety and maintenance of fair returns to the contributors. The pension contribution 

plus the accrued investment income makes up the pension fund asset held with the pension fund 

administrators. Amadi (2020), asserts the pension contribution are invested in various financial 

assets which include quoted ordinary shares, Federal and State Government securities, and 

corporate debt instruments. The net value of total pension fund assets (based on unaudited 

valuation report) was N10.22 trillion as at 31st December, 2019 (Pencom, 2019).   
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With respect to investment of pension funds, concerns have been expressed that the new pension 

scheme privileges private investors over workers/contributors in respect of returns on invested 

funds.  Specifically, the contributor has no direct access to the Pension Fund Custodians (PFCs) 

who invests funds on behalf of the Pension Fund Administrators (PFAs), and reports to same and 

the PenCom (not to the contributor).   

 
2.1.5 Payment of Retirement Benefits  

Payment of retirement benefits is expected to be made by the PFAs, to retirees, from the pension 

contribution, and pension fund assets held for them. PenCom guideline required that PFAs file 

returns and report on retirement benefit paid, amount of contribution received, interest earned from 

investment of pension contribution, and pension asset available to pay benefit. These figures must 

be reported and disclosed in the audited financial statement of each PFAs. According to Ahmed

(2020), the contributory pension scheme is expected to ensure that every worker gets his or her 

retirement benefits as and when due. However, studies have shown that payment of retirement 

benefits has not been made as at when due, despite growth in pension fund contribution, pension 

fund assets and number of retirement savings opened with PFAs. For instance, Eyamfi, (2003), 

have observed that payment of retirement benefits in the form of pension and gratuity has been 

very erratic and irregular. The pension liabilities have grown so much that the Government was 

not able to upset the liability.  This situation literally condemned many pensioners of the civil 

service into untold hardship, abject poverty and squalor.  Many pensioners have resorted to 

begging for survival while some have died waiting for the payment of their pension and gratuities.  

 

Aibeiyi and Johnson (2016) added that corruption in the pension administration which frustrated 

the successful payment of retirement benefit under the defined benefit pension scheme has reared 

its head even with the contributory pension scheme. He observed that Nigeria ranked the topmost 

corrupt Country of the World (Transparency International 2008).   

Kadiri (2015) highlights the various options for payment of retirement benefit under the 

CPS. The Pension Act specified that a retiree should earn pension that is at least half of the 

monthly take home while in active service. Specifically: 
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(a) Upon retirement, a retiree has the choice to maintain programmed withdrawal (monthly, 

bi-monthly or quarterly withdrawal with his PFA) or a retiree can purchase annuity with 

an insurance company with his fund. 

(b) There is a provision that allows a contributor to contribute voluntarily an amount in excess 

of the statutory minimum contribution known as Additional Voluntary Contribution 

(AVC).  The AVC enhances the fund at the point of retirement.  However, the contributor 

has a right to withdraw from that amount (AVC) while in service, but subject to PAYE if 

withdrawal is made within 5 years but if after 5 years, withdrawal is tax-free, 

(c) At point of withdrawal, a retiree opts for either: 

i) Programmed withdrawal from PFA, or 

ii) Annuity with a selected licensed/certified and accredited insurance company 

approved by National Insurance Commission. 

(d) For programmed withdrawal, a retiree who is up to 60 years of age can access up to 50% 

of total fund in the RSA while a retiree who is 50 years old can only access 25% of the 

total fund in the RSA. 

(e) The monthly pension of the retiree under the programmed withdrawal should be half (50%) 

of the retiree’s total net pay while in active service. 

(f) The allowable number of years for a male retiree to enjoy monthly pension under the 

programmed withdrawal can be 15 years or more depending on the size of the fund.  While 

that of a female retiree is 18 years or more, depending on the size of the fund. 

(g) Upon retirement, if a retiree opts for annuity which covers a guarantee period of 10 years, 

the retiree is allowed to take a minimum of 25% or maximum of 50% of his/her total fund 

as lump sum payment.  Thereafter, he/she will purchase with the remaining fund, annuity 

for a guaranteed period of maximum of 10 years.  The monthly pension under the annuity 

is fixed for the period of the annuity (guarantee of 10 years or for life).  If the retirees dies 

before 10 years, the next of kin or beneficiaries (at most 2 beneficiaries) is or are paid the 

balance of pension for the remaining annuity period.  However, if a retiree survives above 

the guaranteed period of 10 years, the insurance bears the responsibility to continue paying 

his/her monthly annuity for life. 
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2.2  Theoretical Framework 

In this study, the theories presented include: Life Cycle Theory, Fraud Diamond Theory,   which 

are explained, seriatim, below. 

Life-cycle theory came to lime-light in the 1950s through the work of Franco Modigliani and his 

graduate student, Richard Brumberg when research papers were published in 1954 and 1980 

(Deaton, 2005).  The Life Cycle theory assumes that individuals or families try to maximize the 

utility deriving from their entire Life-Cycle consumption. Therefore, consumption must be 

continuous, even if income through the life-cycle is discontinuous; and saving is primarily (or even 

exclusively) to finance consumption during the retirement period (Baranzini, 2005).  

 
This theory believes that savings are for the purpose of spending during the years of retirement. 

This is similar to the Contributory Pension Scheme where monies are contributed by both the 

employer and employee and are set aside in a retirement savings account (RSA) to cater for the 

needs of the retiree. The government believes that since the worker earns no further incomes from 

any other source, provision has to be made during the active years of the employee to empower 

them financially at retirement which is in agreement with the theory. It also believes that there are 

no bequests which the worker is entitled to. 

 
The fraud diamond theory on the other hand advocates the absence of fraud opportunity with dual 

management of pension fund under the contributory pension scheme by both the Pension Fund 

Administrator and Pension Fund Custodian and the Regulator to monitor strictly the activities of 

the industry in order to curb fraudulent practices to an extent which will enhance the payment of

retirement benefits. 

 
 
 
 
 
 
 
2.3 Review of related Empirical Studies 

This section reviews previous research works which are related to and serve as springboard to this 

study. 
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Philemon (2017) examined the impact of the contributory pension scheme on retirement benefits 

in Nigeria. The survey research design was adopted in the study. The population of the study 

comprised of 168,321 pensioners who are beneficiaries of the contributory pension scheme and 

management staff of the Pension Fund Administrators (PFA), Pension Fund Custodian (PFC) and 

the Regulator, the National Pension Commission (PenCom). The sample size of the study was 

2,917 respondents. Data collected was analyzed using Structural Equation Model (SEM) adopting 

the Covariance Based method (CB-SEM). Findings from the analysis revealed that the 

Contributory Pension Scheme has significant impact on the availability of funds for pension 

payment, time of payment, fraudulent practices and retirement benefits payment system. 

 
Aja (2015) investigated the effect of contributory pension scheme and its impact on retirees in 

selected public organizations in Nigeria. The study period was from year 2008 to 2014 with a 

population of 183 retired beneficiaries of the pension scheme. The study randomly sampled the 

opinions of 132 retired beneficiaries of the pension scheme from seven Federal Establishments in 

Nigeria. The study employed the Analysis of Variance (ANOVA) as statistical tool for data 

analysis. Findings of the study disclosed that contributory pension scheme has a positive but 

insignificant impact on payment of retirement benefits in Nigeria. The insignificant impact was

reported to be as a result of delay in the payment of pension. 

 
Iyiola (2013) conducted a study on “An Assessment of the Contributory Pension Scheme on 

Employee Retirement of Quoted Firms in Nigeria.” The study adopted Ex-post facto research 

design. The population of the study was 284 firms quoted in the Nigerian stock exchange and 10 

quoted firms were selected as sample size. The study concluded that even though the contributory 

pension scheme has positive impact on employee retirement benefits of quoted firms in Nigeria, 

variation in application still exists among them. 

 

Olatunji and Aduwo (2013) evaluated whether or not the Contributory Pension Scheme has an 

impact on retirees’ social and economic life. The research design adopted by the researchers was 

the survey method. Chi-square method of data analysis was adopted for analysis. The research 


