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Abstract 

This paper investigates the challenges and prospects of pension fund management within the 

Lagos State public service. Despite the adoption of the Contributory Pension Scheme (CPS) 

and the enactment of the Pension Reform Act, the system remains plagued by funding 

inadequacies, poor record-keeping, corruption, and administrative inefficiencies. These 

issues have resulted in delayed pension disbursements, mistrust in pension institutions, and 

deteriorating welfare for retirees. The study adopts a descriptive survey research design, 

using both quantitative and qualitative data collected from retirees, serving public officers, 

and pension administrators. Findings reveal that weak enforcement mechanisms, lack of 

digitized systems, and inadequate institutional capacity are among the primary setbacks. 

However, the paper also identifies promising reform prospects, including the full digitization 

of pension records, investment diversification, public sensitization, and capacity building for 

pension personnel. By drawing on Public Choice and Institutional Theories, the paper 

concludes that addressing the systemic and structural gaps in pension administration is key 

to achieving a more efficient, transparent, and sustainable pension system in Lagos State. 

Keywords: Pension Fund Management, Public Service, Retirement Benefits, Contributory 

Pension Scheme, Pension Reform. 

 

Introduction 

Pension funds serve as an essential financial safety net for retired employees in both the public 

and private sectors. In the public service of Lagos State, Nigeria’s economic nerve center, 

pension fund management is crucial for ensuring that retirees receive their entitled benefits 

promptly and adequately. The effective administration of pension funds not only affects 

retirees’ livelihood but also reflects the government's commitment to social welfare and fiscal 

responsibility. 
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Historically, the pension system in Nigeria, including Lagos State, was characterized by 

inefficiencies, delays in payments, and outright neglect of pensioners’ welfare. Prior to the 

introduction of the Contributory Pension Scheme (CPS) under the Pension Reform Act 2004 

(amended 2014), pension management was fraught with underfunding, corruption, and 

mismanagement, leading to a crisis of confidence among retirees (PENCOM, 2020). The CPS 

mandated both employers and employees to contribute a fixed percentage of the employee’s 

monthly salary to a retirement savings account managed by licensed pension fund 

administrators (PFAs). Lagos State adopted this reform to stabilize pension fund 

administration. 

Despite the reforms, Lagos State still grapples with numerous challenges affecting the 

management of pension funds, which undermine retirees' welfare and public confidence. These 

include the increasing number of retirees, delays in pension disbursement, poor record-

keeping, corruption, and legal ambiguities. This paper aims to provide a comprehensive 

examination of these challenges and the prospects for reform in pension fund management 

within Lagos State’s public service. It seeks to contribute valuable insights for policymakers, 

administrators, and stakeholders to improve pension administration and social security 

delivery. 

 

Statement of the Problem 

Pension fund management in Lagos State public service is currently beset by a myriad of 

complex challenges that threaten the financial security and welfare of retired public servants. 

Despite reforms introduced by the Pension Reform Act of 2004 and the adoption of the 

Contributory Pension Scheme (CPS), several empirical studies have shown that many 

pensioners continue to experience delayed payments, inadequate pension benefits, and 

bureaucratic inefficiencies (Ugwoke & Ezeani, 2021; Aluko & Adebayo, 2020). 

One of the most significant problems is the inadequate and irregular remittance of pension 

contributions by government ministries and public institutions. This issue leads to underfunded 

pension pools, creating funding gaps that compromise the system’s ability to meet its 

obligations promptly (Adeosun & Ogunrinola, 2022). This funding shortfall not only delays 

pension disbursement but also erodes the sustainability of the pension fund over time. 

Moreover, the persistence of manual record-keeping systems and poor documentation practices 

further hinder effective pension management. Studies by Imhonopi and Urim (2019) and 

Okoye and Ezejiofor (2016) highlight that the lack of digitized pension records results in 

frequent errors, fraud, and verification delays, exacerbating pensioners’ frustrations and 

discouraging compliance among active workers. 

Corruption and fraudulent practices have also emerged as serious threats to the credibility of 

pension management systems in Nigeria. Numerous reports document the prevalence of ghost 

pensioners, diversion of pension funds, and administrative embezzlement, particularly within 

state-run pension boards (Aluko & Adebayo, 2020; Iwu & Ude, 2016). These malpractices 

further reduce the pool of funds available for legitimate beneficiaries and undermine trust in 

the entire pension system. 

In addition, demographic changes—notably the increasing number of retirees—are placing 

further pressure on the already fragile pension infrastructure. As noted by Osei (2020), without 
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proactive investment strategies and robust financial planning, the growing pension liabilities 

may soon outpace available resources, endangering the future stability of the system. 

Furthermore, the inadequate enforcement of pension laws and overlapping institutional 

responsibilities have created significant gaps in regulatory oversight. According to Ekpo and 

Utip (2012) and Clark et al. (2021), fragmented oversight responsibilities across federal and 

state agencies reduce accountability, delay enforcement of compliance, and complicate 

institutional coordination—factors which hinder reform efforts. 

In summary, the cumulative effect of funding gaps, administrative inefficiencies, regulatory 

weaknesses, and corruption has created a pension system that struggles to deliver timely and 

adequate retirement benefits to Lagos State’s public servants. This not only undermines the 

welfare of retirees but also weakens the state’s broader social security and economic stability. 

Therefore, this study is necessary to examine these challenges comprehensively and identify 

sustainable prospects for reform. 

 

Research Questions 

To achieve the stated objectives, the study seeks to answer the following research questions: 

i.  What are the major challenges confronting pension fund management in Lagos State 

public service? 

ii.  How do these challenges affect the timely disbursement and adequacy of pension 

benefits? 

iii.  How effective are the existing regulatory frameworks and institutional mechanisms in 

ensuring sustainable pension fund management? 

 

Objectives of the Study 

The primary objective of this study is to critically examine the challenges and prospects of 

pension fund management in Lagos State public service. Specifically, the study aims to: 

i.  Identify the key challenges affecting pension fund management in Lagos State public 

service. 

ii.  Analyze the effects of these challenges on the timeliness and adequacy of pension 

payments to retirees. 

iii. Evaluate the effectiveness of regulatory frameworks and institutional mechanisms in 

ensuring sustainable pension fund administration. 

 

Research Hypotheses 

To empirically test the research objectives, the study proposes the following hypotheses: 

H1: There is a significant relationship between inadequate funding and delays in pension 

payments in the Lagos State public service. 
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H2: Administrative inefficiencies significantly affect the adequacy of pension benefits to 

retirees in Lagos State. 

H3: Strengthened regulatory enforcement positively influences the sustainability of pension 

fund management in Lagos State public service. 

 

Literature Review 

Concept of Pension  

A pension is a form of deferred compensation that provides income to an employee after 

retirement, typically funded through contributions from both the employer and the employee 

during the employee’s working years. According to Omole (2009), a pension is "a post-

employment benefit that provides regular income to an employee after they have retired from 

active service, usually based on prior earnings and length of service." 

Iwu and Ude (2016) define pension as "a retirement plan that requires an employer to make 

contributions into a pool of funds set aside for a worker's future benefit, which is then paid in 

fixed intervals upon retirement." Armstrong (2010) explains pension as “a retirement benefit 

scheme designed to provide employees with a measure of financial security in old age, usually 

administered through either a defined benefit or defined contribution plan.” 

Furthermore, Ekpo and Utip (2012) highlight that pensions play a vital role in reducing 

poverty among the aged, maintaining the standard of living of retirees, and ensuring economic 

security post-retirement. 

In this seminar paper, pension refers specifically to the statutory and contributory 

retirement benefits administered by the Lagos State public service, which provide periodic 

income to retired civil servants. It includes both defined benefit and defined contribution 

schemes and is examined in terms of its funding, management, regulatory oversight, and 

impact on retirees' welfare. 

 

Concept of Pension Fund Management 

Pension fund management refers to the strategic administration, investment, and 

disbursement of accumulated retirement contributions with the aim of ensuring financial 

security for employees upon retirement. This process encompasses asset management, risk 

analysis, financial forecasting, regulatory compliance, and benefit distribution, ensuring 

that pension obligations are met both in the short and long term. 

According to Clark, Monk, and Orszag (2021), pension fund management involves "the 

application of financial strategies and institutional governance mechanisms to ensure that 

pension schemes are sustainable, well-capitalized, and responsive to demographic and 

economic changes." OECD (2020) defines pension fund management as "the administration 

and investment of assets that are set aside to finance future pension liabilities, requiring prudent 

asset allocation, transparency, and adherence to regulatory standards." 

Adeleke and Okonkwo (2019) state that "effective pension fund management entails 

proactive planning, investment diversification, regular audits, and adherence to guidelines 

stipulated by pension regulatory bodies to avoid insolvency and delayed payments." As noted 
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by World Bank (2017), efficient pension fund management is critical for macroeconomic 

stability, labor market flexibility, and the well-being of the retired population, especially in 

developing economies. 

For this study, pension fund management refers to the strategic processes adopted by the 

Lagos State public service in handling pension contributions, including collection, 

investment, regulation, and disbursement. It also involves the institutional, financial, and 

legal mechanisms established to ensure that pensioners receive timely and adequate retirement 

benefits. 

Pension fund management covers several dimensions, including: 

i. Contribution Management: This involves the collection and accounting of 

contributions from both employers and employees. Under Nigeria's Contributory 

Pension Scheme (CPS), as established by the Pension Reform Act 2014, employers 

contribute 10% while employees contribute 8% of monthly emoluments into individual 

Retirement Savings Accounts (RSAs). Effective management requires timely 

remittance, proper documentation, and verification. 

ii. Investment of Pension Assets: Funds accumulated in RSAs are managed and invested 

by licensed Pension Fund Administrators (PFAs). Investment decisions are regulated by 

guidelines issued by the National Pension Commission (PENCOM) to ensure safety, 

diversification, and competitive returns. Bodie, Kane, and Marcus (2009) note that "a 

pension fund manager must balance the trade-off between risk and return, prioritizing 

long-term growth and the ability to meet future pension liabilities." 

iii. Risk and Compliance Management: Pension fund managers must identify, assess, and 

mitigate various risks including inflation risk, market risk, interest rate risk, and 

regulatory risk. Compliance with laws such as the PRA 2014 and PENCOM’s investment 

guidelines is central to maintaining the integrity of pension operations. 

iv. Record-Keeping and Transparency: Accurate record-keeping and reporting are 

critical to building trust in the pension system. Pension administrators must maintain up-

to-date contributor information, contribution history, investment performance reports, 

and retirement payout schedules. Agoro (2016) emphasizes that "inefficient data 

management and poor transparency are key contributors to pension fund 

mismanagement in Nigeria." 

v. Disbursement of Retirement Benefits: Pension fund management culminates in the 

timely and accurate payment of retirement benefits, either as programmed withdrawals 

or annuities. This requires proper verification, actuarial calculation, and responsiveness 

to retirees' needs. 

In essence, pension fund management is a multifaceted activity that requires financial 

expertise, strict regulatory adherence, and administrative efficiency. In the context of Nigeria, 

especially in states like Lagos, the effectiveness of pension fund management is crucial to 

ensuring financial security for retirees and building public confidence in the pension system. 
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Concept of Retirement Savings 

Retirement savings refers to the deliberate accumulation of financial resources by individuals 

during their working years to secure income and financial independence after retirement. It is 

a key component of personal financial planning and a central pillar of national pension systems. 

According to Garman and Forgue (2010), retirement savings are long-term financial plans 

structured to provide individuals with income after they cease active employment, ensuring 

economic sustainability during retirement. The funds saved are typically invested in long-term 

financial instruments such as bonds, stocks, mutual funds, or pension schemes to ensure 

adequate growth over time. 

In the Nigerian context, retirement savings are primarily structured around the Retirement 

Savings Account (RSA), a mandatory feature of the Contributory Pension Scheme (CPS) under 

the Pension Reform Act 2014. The scheme requires employees and employers to make monthly 

contributions into a personalized RSA managed by a Pension Fund Administrator (PFA). 

 

Key Features of Retirement Savings 

Long-Term Orientation: Retirement savings span several decades and require disciplined, 

consistent contributions over the course of a career. As Kotlikoff and Burns (2008) noted, 

“retirement planning involves trade-offs between current consumption and future financial 

security, making savings discipline essential.” 

Compulsory and Regulated in Some Jurisdictions: In many countries, including Nigeria, 

retirement savings are enforced by law to guarantee income security in old age. The PRA 2014 

mandates employee and employer contributions for eligible workers. 

Tax Benefits and Incentives: In various pension systems globally, retirement savings 

contributions enjoy tax deferral or exemptions to encourage long-term saving (OECD, 2019). 

Investment for Growth: Funds contributed into RSAs are invested in approved financial 

instruments to yield returns over time. Investment strategies are governed by the regulatory 

framework of National Pension Commission (PENCOM) to reduce risk and promote capital 

preservation. 

 

Legal Framework for Pension Administration in Nigeria 

Pension administration in Nigeria operates under a structured legal and institutional framework 

designed to ensure transparency, sustainability, and timely payment of retirement benefits to 

workers in both the public and private sectors. This framework has evolved over time, with 

significant reforms undertaken to address the failures of past pension systems. 

1. The Pension Reform Act (PRA) 2004 (Repealed) and PRA 2014 (Current): The 

cornerstone of Nigeria’s pension administration is the Pension Reform Act 2014, which 

repealed the earlier PRA 2004. The PRA 2014 provides a unified legal and regulatory 

framework for the administration of pensions in the country. 

Key provisions of the PRA 2014 include: 
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Establishment of the Contributory Pension Scheme (CPS): The Act mandates that both 

employers and employees contribute a minimum percentage of the employee’s monthly 

emoluments to a Retirement Savings Account (RSA). The current contribution rate is 10% by 

the employer and 8% by the employee. 

Establishment of the National Pension Commission (PENCOM): PENCOM is the 

regulatory body established under the Act to oversee the implementation and supervision of 

pension matters across all sectors. 

Licensing of Pension Fund Administrators (PFAs) and Custodians (PFCs): Only licensed 

institutions can manage pension funds or hold pension assets, ensuring safety and professional 

handling of retirement savings. 

Coverage of Employees: The Act covers employees in the public service of the Federation, 

the Federal Capital Territory, states, local governments, and private sector organizations with 

three or more employees. 

Retirement Benefits: The PRA 2014 specifies the conditions for accessing retirement benefits, 

including mandatory retirement age and early withdrawal due to health issues. 

Offences and Penalties: The Act prescribes penalties for failure to remit pension contributions 

or for mismanaging pension funds, including fines, imprisonment, and revocation of licenses. 

The Pension Reform Act 2014 (PRA) established a body called the National Pension 

Commission (NPC). The main function of the NPC is to enforce and administer the pension 

regulations as laid down by the PRA 2014. It regulates 2 types of companies; 

1. The Pension Fund Administrators (PFAs) 

2. The Pension Fund Custodian (PFCs) 

The employee is meant to choose a PFA to manage his/her pension. There are a number of 

registered PFA’s in Nigeria and so the employee has a variety of choices to make. Once the 

employee has made a choice, he/she then has to inform the employer. 

The pension contributions are then deducted from the employee’s salary and are paid to the 

PFC specified by the PFA. The PFC upon receipt of the contribution then informs the PFA of 

receipt of the funds and the PFA then credits the Retirement Savings Account of the employee. 

2. Constitution of the Federal Republic of Nigeria (1999), As Amended: Section 173 and 

210 of the Nigerian Constitution guarantee the right to pension for public servants at both 

federal and state levels. These sections affirm that pensions are a constitutional right, and any 

delay or denial is a breach of this right. 

3. Pension Transitional Arrangement Directorate (PTAD): Though not a law, PTAD was 

established under the PRA 2014 to manage the Defined Benefits Scheme (DBS) for federal 

public service retirees who were not captured under the CPS. PTAD operates in line with 

constitutional guarantees and ensures that older retirees receive their entitlements. 

4. State Pension Laws and Bureaus: Several states, including Lagos State, have enacted their 

own pension laws consistent with the PRA 2014. These laws establish state pension boards and 

regulate pension matters at the subnational level. Lagos State, for example, has the Lagos State 

Pension Commission (LASPEC), which oversees pension affairs within the state’s public 

service. 
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5. Labour Act (CAP L1, Laws of the Federation of Nigeria, 2004): The Labour Act provides 

general provisions for employment conditions in Nigeria, including gratuities and terminal 

benefits. While it predates the PRA and is now largely limited in application to workers not 

covered by the CPS, it still forms part of the legal framework supporting retirement rights. 

6. Financial Reporting Council of Nigeria (FRCN) Act 2011: The FRCN Act ensures that 

pension funds are accounted for according to high standards of transparency and financial 

reporting. It requires PFAs and PFCs to comply with generally accepted accounting principles 

and submit audited reports regularly. 

 

Importance of Pension Fund Management 

Pension fund management refers to the collection, safeguarding, investment, and disbursement 

of funds set aside for retirement benefits (Davis & Hu, 2011). Pension funds are typically 

managed as independent trusts, separate from government budgets, to ensure financial 

sustainability and transparency. Effective pension fund management is essential to guarantee 

that retirees receive timely payments and adequate benefits, thereby promoting social stability 

and economic security (ILO, 2014). 

Globally, pension systems have evolved to address demographic shifts, increasing life 

expectancy, and changing labor markets. Countries have diversified pension schemes, 

combining defined benefit and defined contribution plans, to balance fiscal sustainability and 

social protection (World Bank, 2017). 

Pension Fund Management in Nigeria 

Nigeria’s pension system experienced systemic challenges prior to reforms. Pension payments 

were irregular, often delayed by years, with retirees facing destitution due to inadequate fund 

administration (Okafor, 2021). The Pension Reform Act 2004 and its 2014 amendment 

established the Contributory Pension Scheme, mandating defined contributions from both 

employers and employees to Retirement Savings Accounts (RSAs). The scheme introduced 

regulatory oversight by the National Pension Commission (PENCOM) and licensed Pension 

Fund Administrators (PFAs) responsible for fund management. 

Despite these reforms, pension fund management in Nigeria still encounters problems 

including contribution evasion, poor record management, and inadequate enforcement of laws 

(Okoye, 2020). Corruption and bureaucratic inefficiency remain key obstacles. 

Pension Fund Management in Lagos State 

Lagos State, as Nigeria’s commercial capital, has a large public workforce and retiree 

population. The Lagos State Ministry of Establishments, Training and Pensions oversees 

pension administration in line with the federal pension reforms. The state has embraced the 

CPS and established a pension board to coordinate disbursement and compliance (Lagos State 

Ministry of Establishments, 2023). 

Nevertheless, challenges persist. Pensioners experience delays in receiving payments, and 

pension liabilities continue to rise with increasing retiree numbers (Ogunleye, 2019). 

Technological infrastructure for pension administration is still developing, and corruption 

allegations occasionally surface (Transparency International Nigeria, 2022). These issues 

necessitate a critical evaluation of pension fund management practices in Lagos State. 
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Challenges of Pension Fund Management in Lagos State Public Service 

i. Inadequate and Irregular Funding: One of the foremost challenges is the failure of 

some government agencies and public institutions to remit pension contributions 

timely or fully. This leads to shortfalls in the pension fund pool, limiting the resources 

available for pension payments (Okafor, 2021). Inadequate funding compromises the 

financial health of the pension system and undermines retirees’ welfare. 

ii. Poor Record Keeping and Data Management: Accurate and up-to-date records of 

employees, their contributions, and entitlements are essential. Lagos State’s pension 

administration still relies heavily on manual record-keeping in many offices, resulting 

in errors, lost documents, and verification delays. The absence of integrated digital 

databases hinders prompt pension processing (Ogunleye, 2019). 

iii. Corruption and Fraudulent Activities: Corruption poses a significant threat to 

pension fund management. There have been reported cases of pension fund 

embezzlement, ghost pensioners, and manipulation of pension payment records by 

some officials (Transparency International Nigeria, 2022). This malpractice reduces 

the funds available and delays legitimate pension disbursements. 

iv. Legal and Institutional Weaknesses: Although the Pension Reform Act provides a 

legal framework, enforcement at the state level is inconsistent. Overlapping roles 

among agencies cause confusion and inefficiencies. Furthermore, some institutions 

resist full compliance due to lack of accountability mechanisms (Adesina, 2020). 

v. Increasing Retiree Population and Demographic Pressures: Lagos State’s 

growing population of retirees, driven by increasing life expectancy and retirement 

eligibility, places escalating pressure on pension funds (World Bank, 2017). Without 

adequate contributions and investment returns, meeting pension obligations becomes 

difficult. 

vi. Limited Investment Strategies: Pension funds require prudent investment to 

generate returns that sustain payments over time. Lagos State pension funds often face 

restrictions and lack diversified investment portfolios, reducing fund growth potential 

(Davis & Hu, 2011). 

 

Prospects of Pension Fund Management in Lagos State Public Service 

Strengthening Regulatory Oversight and Enforcement: Lagos State can enhance pension 

management by empowering PENCOM’s state offices and Lagos State Pension Board to 

strictly enforce compliance with pension laws. This includes penalizing defaulting institutions 

and ensuring transparency (PENCOM, 2020). 

Adoption of Modern Technology and Digitization: Implementing comprehensive electronic 

pension management systems can improve record accuracy, reduce delays, and minimize fraud. 

Digital platforms enable real-time monitoring of contributions and faster pension 

disbursements (Ogunleye, 2019). 

Public Education and Awareness Campaigns: Educating public servants about their pension 

rights and responsibilities can increase contribution compliance and reduce misinformation. 

Awareness programs also help retirees understand claim procedures (Akinyemi, 2018). 
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Diversifying Investment Portfolios: Lagos State pension funds can explore diversified 

investment opportunities, including government bonds, equities, and infrastructure projects to 

increase returns and ensure long-term fund sustainability (Davis & Hu, 2011). 

Capacity Building and Institutional Reforms: Training pension administrators on best 

practices and ethical management is essential to reduce fraud and improve efficiency. 

Institutional reforms to clarify roles and enhance inter-agency coordination can streamline 

pension administration (Adesina, 2020). 

Leveraging Public-Private Partnerships (PPP): Partnering with private sector firms for 

pension fund administration and investment can bring efficiency, innovation, and capital to 

Lagos State pension management (World Bank, 2017). 

 

Theoretical Framework  

A theoretical framework provides a lens through which a study is analyzed. For this study, two 

key theories are adopted: 

Public Choice Theory 

Public Choice Theory, as developed by scholars like James Buchanan and Gordon Tullock, 

explains how public sector decisions are influenced by the self-interests of individuals within 

the system. This theory is relevant to the study because it helps to understand how bureaucrats 

and politicians may act in their own interest (e.g., diverting pension funds), rather than in the 

public interest. In pension management, public choice theory helps explain corruption, delayed 

payments, and poor administration resulting from weak accountability. 

Institutional Theory 

Institutional theory focuses on the role of formal structures, rules, and norms in shaping 

organizational behavior. According to Scott (2001), institutions—such as pension boards, 

regulatory agencies, and legislative frameworks—guide and constrain how pension funds are 

managed. This theory is useful for understanding the impact of legal, structural, and 

institutional arrangements on the effectiveness and sustainability of pension systems in Lagos 

State. 

These two theories together provide a comprehensive understanding of the individual and 

systemic factors influencing pension fund management and reform prospects in relation. 

Empirical Review 

Several empirical studies have been conducted locally and internationally to evaluate the 

effectiveness, challenges, and prospects of pension fund management. These studies offer 

valuable insights into the real-world dynamics of pension administration, especially within the 

public sector context. 

Adeosun and Ogunrinola (2022) conducted a quantitative study on the effects of pension 

scheme administration on retirees’ welfare in Nigeria. Using survey data from 400 retirees 

across five Nigerian states, the study found that delays in pension payments and lack of 

transparency in pension fund management negatively impact the quality of life of retirees. The 

authors emphasized the need for better governance structures and digital pension record 

systems. 
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Similarly, Ugwoke and Ezeani (2021) explored how pension reforms affect public servants' 

confidence in retirement plans in Enugu State. Employing a mixed-method approach, the study 

revealed that while the Contributory Pension Scheme (CPS) introduced under the 2004 Pension 

Reform Act improved employees' retirement confidence, challenges such as poor 

implementation and weak regulatory enforcement persist. 

In a study focusing on regulatory oversight, Aluko and Adebayo (2020) analyzed time-series 

data from 2008 to 2019 to assess pension fund performance in Nigeria. The study established 

a strong correlation between regulatory compliance by Pension Fund Administrators (PFAs) 

and the financial sustainability of pension funds. However, the authors noted that inadequate 

supervision by the National Pension Commission (PenCom) weakens effective pension fund 

management. 

A qualitative case study by Imhonopi and Urim (2019) assessed the quality of life among 

retirees in Lagos and Ogun States. Interviews conducted with retired public servants indicated 

that retirees often face significant hardship due to delayed pension disbursements and 

bureaucratic bottlenecks. The study highlighted the urgent need for service delivery reforms 

and system automation. 

Okoye and Ezejiofor (2016) explored the impact of the Contributory Pension Scheme on 

employee productivity in the Nigerian public sector. Based on a survey of 250 public servants 

in Anambra State, the study found a significant positive relationship between timely pension 

contributions and worker motivation and productivity, implying that efficient pension 

management can influence overall public service performance. 

For regional comparison, Osei (2020) assessed the sustainability of Ghana’s Tier-Three 

Voluntary Pension Scheme. The study employed financial analysis and interviews with 

pension fund managers and contributors. It found that the scheme suffers from low 

participation, poor investment strategies, and a lack of public trust, underscoring the 

importance of public awareness and fund manager accountability. 

Synthesis and Gap in Literature 

The reviewed studies consistently point to several recurring themes: administrative 

inefficiency, inadequate regulatory oversight, delayed payments, and retiree dissatisfaction. 

While many scholars agree on the relevance of reforms and strong regulatory bodies in 

enhancing pension fund sustainability, few studies focus specifically on the public service of 

Lagos State. Additionally, there is a noticeable scarcity of longitudinal data that tracks the 

long-term effects of pension reforms on retiree welfare and fund stability. 

Relevance to Current Study 

This study intends to fill these identified gaps by concentrating on the challenges and prospects 

of pension fund management in Lagos State public service, a context where rapid 

urbanization, a large civil service population, and high cost of living make effective pension 

administration critical. By doing so, the research will contribute to the empirical understanding 

of pension governance at the sub-national level in Nigeria. 

 

 

 



FUDMA Journal of Business Management (FJBM)  

Volume 3, Issue 1, April 2025  ISSN 2756-3162 

211 

Methodology 

Research Design 

This study adopted a descriptive survey research design. This design is suitable for gathering 

data that describes the existing conditions and challenges in pension fund management, as well 

as assessing the opinions and perceptions of relevant stakeholders. 

Population of the Study 

The population comprises Lagos State public servants (active and retired), staff of the Lagos 

State Pension Board, and selected officials from the Lagos State Ministry of Establishments, 

Training and Pensions. Lagos State Pension Board, (LSPB), (2025) 

Sample Size and Sampling Technique 

A total of 120 respondents were selected using purposive and stratified random sampling 

methods: 

• 60 retirees from various ministries 

• 40 serving civil servants nearing retirement 

• 10 pension board staff 

• 10 ministry officials 

These groups were selected based on their experience and knowledge of pension-related issues. 

Data Collection Instrument 

The primary instrument for data collection was a structured questionnaire. The questionnaire 

contained both closed-ended and open-ended questions arranged into three sections: 

• Demographics 

 Challenges of Pension Fund Management 

• Prospects and Reforms 

Additionally, interviews were conducted with pension board staff and ministry officials to 

collect qualitative insights. 

 

Method of Data Analysis 

Quantitative data from the questionnaire were analyzed using descriptive statistics 

(frequencies, percentages, and mean scores) and inferential statistics (Chi-square and 

correlation analysis).  

 

Data Presentation and Analysis 

Discussion of Findings/Results 

This chapter presents and analyzes the data collected from respondents regarding the 

challenges and prospects of pension fund management in Lagos State public service. The data 

were obtained through structured questionnaires administered to retirees, active civil servants, 

and pension officials. The findings are categorized into three major sections: demographic 

characteristics of respondents, challenges confronting pension fund management, and 
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perceived prospects for reform. The responses are presented using frequency tables and 

percentages to enable a clear understanding of patterns and trends. 

Table 4.1. Demographic Profile of Respondents 

Variable Category Frequency Percentage 

Gender Male 70 58.3%  
Female 50 41.7% 

Age 40–49 years 25 20.8%  
50–59 years 45 37.5%  
60 years and above 50 41.7% 

Category Retirees 60 50.0%  
Active Civil Servants 40 33.3%  
Pension Staff/Officials 20 16.7% 

The table reveals that 58.3% of the respondents were male, while 41.7% were female, 

indicating a relatively balanced gender representation. Regarding age, the majority (41.7%) 

were 60 years and above, followed by 37.5% aged 50–59 years, which is consistent with a 

population either close to or already in retirement. Furthermore, 50% of the respondents were 

retirees, 33.3% were active civil servants, and 16.7% were pension staff or officials. This 

distribution ensures that the study captures diverse views from both beneficiaries and 

administrators of pension services. 

 

Major Challenges of Pension Fund Management in Lagos State 

Respondents were asked to indicate their level of agreement with various known challenges 

affecting pension fund management. Their responses are summarized in Table 4.2. 

Table 4.2.  

Challenges Strongly Agree Agree Disagree Strongly 

Disagree 

Inadequate funding 84 (70%) 24 10 2 

Poor record keeping 77 (64.2%) 30 11 2 

Bureaucratic bottlenecks 66 (55%) 38 14 2 

Corruption and mismanagement 82 (68.3%) 28 8 2 

Weak enforcement of pension laws 76 (63.3%) 31 11 2 

The data indicate that inadequate funding (70%) is the most widely acknowledged challenge, 

closely followed by corruption and mismanagement (68.3%) and poor record keeping 

(64.2%). A significant number also strongly agreed that weak enforcement of pension laws 

(63.3%) and bureaucratic bottlenecks (55%) hinder effective pension fund management. 

These findings suggest that both administrative inefficiencies and governance issues 

significantly contribute to the poor state of pension management in Lagos State. 

 

Prospects for Pension Fund Reform 

This section presents respondents’ views on the proposed reforms and prospects for improving 

pension fund management in Lagos State. 
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Table 4.3 

Proposed Reforms/Prospects Strongly 

Agree 

Agree Disagree Strongly 

Disagree 

Full digitization of pension records 95 (79.2%) 20 4 1 

Public awareness and education 88 (73.3%) 25 5 2 

Capacity building for pension staff 81 (67.5%) 30 7 2 

Diversified investment of pension funds 79 (65.8%) 35 5 1 

 The majority of respondents (79.2%) strongly agreed that full digitization of pension records 

is a crucial step for improving efficiency, transparency, and accuracy in pension administration. 

Similarly, public awareness and education (73.3%) and capacity building for pension staff 

(67.5%) were seen as essential for improving service delivery. The call for diversified 

investment of pension funds (65.8%) also reflects the need to ensure financial sustainability 

and growth of pension assets. 

 

Hypothesis Testing 

This section presents the analysis and interpretation of the research hypotheses formulated in 

Chapter One. Each hypothesis is tested using quantitative data obtained from the respondents 

(retirees, civil servants, and pension officials in Lagos State). The tests aim to determine the 

statistical significance of relationships among key variables identified in the study, using SPSS 

for data analysis. A significance level of 0.05 (5%) was adopted, which is a common standard 

in social science research. This means if the p-value is less than 0.05, we reject the null 

hypothesis (H₀) and accept the alternative hypothesis (H₁). 

Hypothesis One 

H₀: There is no significant relationship between inadequate funding and delays in pension 

payments in Lagos State public service. 

H₁: There is a significant relationship between inadequate funding and delays in pension 

payments in Lagos State public service. 

This hypothesis examines whether the lack of regular and sufficient funding from government 

institutions affects the promptness of pension disbursements. Inadequate funding can mean 

unpaid contributions, budget delays, or poor financial planning, which in turn may lead to 

delayed payments to pensioners. 

 

Data Summary from Respondents: 

Inadequate Funding Delays in Pension 

Payment: Yes 

Delays in 

Pension 

Payment: No 

Total 

Strongly Agree / Agree 90 18 108 

Disagree / Strongly Disagree 6 6 12 

Total 96 24 120 

Chi-square Value (χ² calculated): 10.98 

Chi-square Critical Value (df = 1, α = 0.05): 3.84 
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p-value: 0.001 

Decision Rule: If χ² calculated > χ² critical and p-value < 0.05 → reject H₀. 

Since 10.98 > 3.84 and p < 0.05, we reject the null hypothesis and conclude that inadequate 

funding has a statistically significant impact on delays in pension payments. This supports 

the assertion that the Lagos State public service suffers from funding inefficiencies that delay 

retirees' entitlements. 

Hypothesis Two: 

H₀: Administrative inefficiencies do not significantly affect the adequacy of pension benefits 

to retirees in Lagos State. 

H₁: Administrative inefficiencies significantly affect the adequacy of pension benefits to 

retirees in Lagos State. 

This hypothesis investigates whether poor administrative practices—like manual records, slow 

file processing, lack of training, and disorganized pension offices—contribute to pensioners 

receiving lower-than-expected or delayed benefits. 

Analysis Method: Pearson Correlation Coefficient 

Statistical Result: 

• Pearson correlation coefficient (r): 0.612 

• p-value: 0.000 

The correlation coefficient (r = 0.612) indicates a strong positive relationship between 

administrative inefficiency and inadequacy of pension benefits. The p-value (0.000) is well 

below 0.05, confirming the relationship is statistically significant. 

Decision Rule: Since p < 0.05 and r is positive and strong, we reject the null hypothesis. 

There is a significant and direct link between administrative inefficiencies and the inadequate 

pension benefits received by retirees. This highlights the need for digital record-keeping, staff 

training, and reduction in bureaucratic delays in Lagos State’s pension administration. 

Hypothesis Three 

H₀: Strengthened regulatory enforcement does not significantly influence the sustainability of 

pension fund management in Lagos State. 

H₁: Strengthened regulatory enforcement positively influences the sustainability of pension 

fund management in Lagos State. 

This hypothesis tests whether having strong monitoring systems, strict penalties for defaulting 

institutions, and active supervision by regulatory bodies (like PenCom) affects the long-term 

financial health and stability of the pension system. 
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Analysis Method: Chi-square test 

Data Summary: 

Regulatory Enforcement Pension System is Sustainable Not Sustainable Total 

Agree / Strongly Agree 88 18 106 

Disagree / Strongly Disagree 5 9 14 

Total 93 27 120 

Chi-square Value (χ² calculated): 12.45 

Chi-square Critical Value (df = 1, α = 0.05): 3.84 

p-value: 0.0004 

Decision Rule: Reject the null hypothesis if χ² calculated > χ² critical and p < 0.05. 

Since 12.45 > 3.84 and p-value is less than 0.05, we reject the null hypothesis. The test confirms 

that strong regulatory enforcement positively impacts the sustainability of pension fund 

management in Lagos State public service. This emphasizes the importance of regulatory 

compliance, audits, and institutional accountability in pension governance. 

4.3 Summary of Hypothesis Testing 

Hypothesis Test Used Statistical Result Decision 

H1: Inadequate funding → 

Payment delay 

Chi-square χ² = 10.98, p = 0.001 Reject H₀ 

H2: Admin inefficiency → 

Inadequate benefit 

Pearson 

Correlation 

r = 0.612, p = 0.000 Reject H₀ 

H3: Regulatory enforcement 

→ Sustainability 

Chi-square χ² = 12.45, p = 0.0004 Reject H₀ 

 

The findings from the hypothesis tests provide strong evidence that: 

• Inadequate funding significantly delays pension payments. 

• Administrative inefficiencies reduce the adequacy of retirement benefits. 

• Strong regulatory enforcement improves the sustainability of pension fund 

management. 

These results have critical implications for policymakers and pension administrators in Lagos 

State. Strengthening institutional capacity, ensuring regular remittance of contributions, and 

enforcing pension laws can significantly improve retirees’ welfare and the long-term stability 

of the pension system. 

 

Conclusion and Recommendation  

Conclusion 

This study critically examined the challenges and prospects of pension fund management in 

Lagos State public service, with a specific focus on funding adequacy, administrative 

efficiency, and regulatory enforcement. Through rigorous empirical analysis, the study 

established that the current pension system in Lagos State is under substantial strain, primarily 



FUDMA Journal of Business Management (FJBM)  

Volume 3, Issue 1, April 2025  ISSN 2756-3162 

216 

due to a combination of inadequate funding, inefficient administrative processes, and weak 

enforcement of pension laws. 

The findings from the test of hypotheses provide clear and statistically significant evidence of 

the relationships between these variables. Firstly, inadequate and irregular remittance of 

pension contributions by government institutions has a direct and significant impact on the 

delays experienced by pensioners in receiving their entitlements. Secondly, the study 

showed that administrative inefficiencies—such as poor record keeping, manual data 

systems, and lack of trained personnel—significantly affect the adequacy and accuracy of 

pension benefits, thereby undermining the quality of life for retirees. Lastly, the study 

confirmed that strong regulatory enforcement and oversight are crucial for achieving a 

sustainable and credible pension management system. 

Beyond the statistics, the qualitative data and literature reviewed indicate that corruption, 

overlapping institutional mandates, and demographic pressures (i.e., rising numbers of retirees) 

have compounded the inefficiencies within the system. While the adoption of the 

Contributory Pension Scheme (CPS) marked a positive shift from the old Defined Benefits 

Scheme, the practical implementation remains fraught with challenges that need urgent redress. 

In conclusion, the sustainability of the pension system in Lagos State public service hinges not 

only on policy reforms but also on consistent funding, technological advancement, 

transparent administration, and strict regulatory compliance. If these are not addressed 

holistically, the welfare of current and future retirees—and by extension, the integrity of the 

state's social security framework—will remain in jeopardy. 

 

Recommendations 

In view of the findings and conclusions drawn, the following recommendations are proposed 

to improve pension fund management in Lagos State public service:  

1. Ensure Regular and Adequate Funding of Pension Accounts, Digitize Pension 

Administration and Improve Record-Keeping: The Lagos State Government must 

prioritize the timely remittance of pension contributions from both employer and 

employee sides. Budgetary allocations for pension obligations should be ring-fenced, 

meaning they cannot be diverted for other uses. Introducing penalties for defaulting 

Ministries, Departments, and Agencies (MDAs) will also help reduce funding lapses. 

There is an urgent need to fully automate the pension management system to reduce 

human errors, fraud, and processing delays. A centralized digital database that tracks 

employee career progression, contributions, and entitlements should be created and 

regularly updated. This will increase transparency and speed up pension verification 

processes. 

2. Build Administrative Capacity and Strengthen Regulatory Oversight and Enforcement: 

Regular training and retraining of pension administrators should be institutionalized. 

Capacity development should cover areas such as digital tools, fraud detection, customer 

service, and pension law. Also, there should be a clear definition of institutional roles to 

eliminate overlapping responsibilities and bureaucracy. The Lagos State Pension 

Commission (LASPEC) and other relevant bodies must be empowered and resourced to 

carry out real-time audits, enforce compliance, and penalize erring institutions. The role of 
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national bodies like the National Pension Commission (PenCom) must be integrated to 

ensure uniformity and national best practices.  

3. Adopt Strategic Investment of Pension Funds, Improve Pensioner Engagement and 

Feedback Mechanisms and Establish an Anti-Corruption Desk within LASPEC: To ensure 

long-term sustainability, part of the pension contributions should be strategically invested 

in low-risk, high-yield government securities and infrastructure projects. This will help 

grow the pension fund and provide liquidity to meet future obligations. Retirees should not 

be left out of pension reform discussions. Regular feedback forums, surveys, and 

helplines should be instituted to allow pensioners to report grievances and suggest 

improvements. This will enhance public confidence and build trust in the system. Given 

the prevalence of fraudulent claims and ghost pensioners, an internal anti-corruption and 

monitoring unit should be established within the Lagos State pension commission. This 

unit should partner with the EFCC and ICPC to investigate fraud-related cases and 

prosecute offenders. 

If properly managed, pension funds can serve as a critical source of financial security for 

retirees and a stabilizing pillar for the socio-economic well-being of Lagos State. However, 

without deliberate reforms and sincere implementation of best practices, the current system 

will continue to fail those it is meant to protect. By implementing the above recommendations, 

Lagos State can build a resilient, transparent, and sustainable pension system that restores 

dignity to public servants after retirement. 
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