Benue Journal of Sociology (BJS). Volume 12, Issue 2, December, 2025

THE ORGANIZATIONAL DYNAMICS OF PENSION ADMINISTRATION IN NIGERIA:
IMPLICATIONS FOR RETIREES’ SOCIOECONOMIC WELL-BEING

Abdulrahman Bello Bada?, Yahaya Malami®
a Faculty of Social Sciences,
Usmanu Danfodiyo University Sokoto, PMB 2346, Sokoto, Nigeria.
abdulrahman.bada@udusok.edu.ng
08038345308
b Faculty of Social Sciences,
Federal University Birnin-Kebbi, PMB 1157, Birnin Kebbi, Nigeria.
malami.y@fubk.edu.ng
08164047567
Abstract
This study examines the organizational dynamics of Nigeria’s Contributory Pension Scheme (CPS) and its
implications for retirees’ socioeconomic well-being. The CPS was introduced under the Pension Reform Act
0f 2004 to replace the unsustainable Defined Benefit system to enhance retirement security for retirees. Despite
its reform objectives, the CPS continues to face organizational and institutional weaknesses that limit its ability
to deliver adequate and equitable retirement outcomes for all categories of workers. The study aims to analyze
how institutional structures, regulatory architecture and the performance of Pension Fund Administrators
(PFAs) shape retiree outcomes under the CPS. Guided by an organizational sociology perspective and Lipsky’s
street-level bureaucracy theory, the study employs policy and institutional analysis, supported by comparative
insights from Chile and Ghana. The CPS is constrained by weak compliance enforcement, exclusion of
informal sector workers, inadequate infrastructure, bureaucratic delays, rising inflation and conservative
investment strategies, which erode pension adequacy and widen inequality. These challenges reflect persistent
implementation gaps that disproportionately disadvantage vulnerable retirees. The study recommends hybrid
benefit models, capped management fees, mobile-based micro-pensions and strengthened regulatory capacity
to promote a more inclusive, equitable and resilient pension system in Nigeria.
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Introduction

Pension systems constitute an important component of social protection and welfare, serving as institutional
mechanisms through which societies ensure income security and social dignity for individuals after
retirement. In both developed and developing societies, pension arrangements reflect broader socio-economic
structures, state capacity and governance dynamics. However, while advanced economies struggle mainly
with demographic ageing and sustainability of established systems, developing countries such as Nigeria face
additional challenges associated with weak institutions, fiscal constraints and the dominance of informal
employment(Izevbekhai, 2015).

In Nigeria, pension administration has historically been fraught with structural weaknesses and
administrative inefficiencies. Prior to 2004, the country operated a Defined Benefit (DB) pension scheme
financed through annual government budgetary allocations. This system proved unsustainable due to chronic
underfunding, corruption, poor record-keeping and weak accountability mechanisms. By the early 2000s,
unfunded pension liabilities had risen above N2 trillion, payment delays had become widespread and many
retirees experienced prolonged hardship while awaiting their benefits(Chukwuma & Pretoria, 2018; Dahir-
Umar, 2023). Reports of pensioners enduring inhumane conditions during verification exercises, including
cases of collapse and death, underscored the severe social consequences of pension system failure(Eme, Uche,
& Uche, 2014).
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In response to these challenges, the Pension Reform Act of 2004 introduced the Contributory Pension
Scheme (CPS), marking a fundamental shift from a pay-as-you-go system to a funded, privately managed
model. Under the CPS, employers and employees make joint contributions into individually owned
Retirement Savings Accounts (RSAs), which are managed by licensed Pension Fund Administrators (PFAs)
and regulated by the National Pension Commission (PenCom). The reform was designed to ensure sustainable
pension financing, enhance transparency and accountability, reduce government fiscal burden and ultimately
improve retirees’ socioeconomic well-being(Uzoh & Anekwe, 2018).

Since its introduction, the CPS has recorded some notable achievements, including improved pension
asset management, expansion of coverage within the formal sector and the accumulation of substantial
pension assets estimated at over N15 trillion by 2023(Nassarawa, 2024). The introduction of account
portability and clearer ownership of pension assets has also addressed some of the inefficiencies associated
with the former DB scheme(Okoye, 2024). Nevertheless, nearly two decades after its implementation, critical
concerns persist regarding the scheme’s effectiveness in delivering adequate and equitable retirement
outcomes. Key challenges include weak compliance enforcement, especially among private sector employers,
the exclusion of Nigeria’s large informal workforce, bureaucratic bottlenecks in benefit processing and
inadequate regulatory monitoring.

Furthermore, rising inflation and conservative investment strategies have continued to erode the real
value of pension savings, thereby undermining pension adequacy and deepening socioeconomic inequality
among retirees(Egye & Ramli, 2024; Huang & Milevsky, 2011). These persistent challenges suggest that the
CPS, while institutionally innovative, has not fully achieved its intended social protection objectives. Despite
the transition to the CPS, significant organizational and institutional constraints continue to limit its capacity
to provide sustainable and equitable retirement security. The disconnect between pension policy design and
retirees lived experiences raises critical sociological questions about governance, institutional performance
and inequality within Nigeria’s pension system.

The study aims to examine the organizational dynamics of Nigeria’s CPS and their implications for
retirees’ socioeconomic well-being. Specifically, it seeks to: analyze the institutional and regulatory
framework governing the CPS; assess the role of PFAs in shaping pension outcomes; and examine how
organizational and implementation processes influence retirees’ access to pension benefits. Guided by an
organizational sociology perspective, the study draws on insights from street-level bureaucracy to explain
how regulatory structures, organizational practices and frontline implementation dynamics shape pension
outcomes. By doing so, the study contributes to sociological debates on social protection, state reform and
welfare governance in developing societies, while offering policy-relevant insights for strengthening
Nigeria’s pension system.

2. Theoretical Framework

2.1 Street-Level Bureaucracy in Pension Implementation

The central thrust of Lipsky’s (2010) street-level bureaucracy theory is that public policies are not
implemented exactly as designed but are reshaped through the everyday decisions and discretionary practices
of frontline officials who interact directly with citizens. These officials operate under conditions of limited
resources, heavy workloads, ambiguous rules, and institutional constraints, which compel them to develop
coping mechanisms that effectively become the real policy in practice. Consequently, uniform rules and
procedures often yield unequal outcomes, as frontline discretion mediates access to public services. The theory
emphasizes that policy outcomes are deeply influenced by organizational capacity, monitoring systems and
the working conditions of street-level actors rather than by formal policy intentions alone.

This theory is particularly relevant to the present study because the effectiveness of Nigeria’s CPS
largely depends on the actions of frontline pension officials responsible for verification, claims processing
and service delivery. Their discretionary practices shape retirees’ experiences, influencing delays, access to
benefits and the consistency of pension administration. In contexts of weak institutional oversight and uneven
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capacity, such discretion can disadvantage vulnerable retirees, thereby widen inequality and undermine the
social protection objectives of the CPS. By applying street-level bureaucracy theory, this study explains the
persistent gap between pension policy design and implementation outcomes, highlighting how micro-level
organizational dynamics affect retirees’ socioeconomic well-being and identifying areas where institutional
reforms can improve equity, efficiency and accountability in Nigeria’s pension system.

3. Regulatory Architecture and PenCom’s Oversight

The PenCom operates under the Pension Reform Acts of 2004 and 2014, which provide a strong legal
foundation for pension administration. However, a gap persists between policy intent and implementation.
PenCom faces chronic challenges, including inadequate staffing, weak digital infrastructure and overlapping
mandates with other agencies, all of which limit effective monitoring and enforcement(Salihu, 2025). These
challenges are particularly severe in rural areas, where retirees travel long distances to access basic services.
The regulatory framework is complex and often poorly understood by contributors and PFAs, resulting in
inconsistent interpretation and reduced public confidence(Badmus, 2024). Employer compliance remains
weak, especially among small and medium enterprises, with many delaying or defaulting on contributions
without meaningful sanctions(Okolie & Idibra, 2022).Although penalties exist, they are inconsistently
enforced, while the informal sector remains largely excluded. The absence of real-time monitoring systems
allows non-compliance to persist, creating inequalities in coverage and undermining the scheme’s credibility
and long-term sustainability. Political interference and financial constraints further threaten PenCom’s
independence. Despite its statutory autonomy, the commission faces pressure from government and financial
actors, increasing the risk of regulatory capture(Ekezue, Okereka, & Mukoro, 2024). Limited funding
weakens its capacity to conduct audits and enforce compliance, often forcing reliance on self-reporting by
PFAs. These weaknesses directly affect retirees through delays and inaccurate benefit calculations.

4. Pension Fund Administration (PFAs) Dynamics

PFAs play a critical role in determining retirees’ financial security, yet their performance is uneven. While
some meet standards for efficiency and return on investment, others struggle due to weak capital bases and
poor technology, resulting in delayed payments and weak communication with contributors(Adamu & Sheela,
2025). Limited transparency regarding management fees and investment decisions further restricts
contributors’ ability to assess or change providers. Market concentration among a few dominant PFAs also
reduces competition. Macroeconomic instability exacerbates these challenges. Inflation, which averaged
21.3% in 2023, has eroded the real value of pension funds, often outpacing nominal investment
returns(Ogunlokun & Adebisi, 2024). Strict asset allocation regulations prevent PFAs from diversifying into
higher-yield, inflation-resistant investments, forcing them into conservative strategies that preserve capital
but guarantee real-term losses. Currency volatility also undermines foreign investments. The combined impact
of uneven PFA performance and inflationary pressures threatens the CPS’s sustainability. Even well-
performing PFAs struggle to protect retirees’ purchasing power under current conditions. Without reforms
that enhance efficiency, promote competition and permit more flexible, inflation-hedged investments, the CPS
risks becoming a mechanism of wealth erosion rather than financial security.

5. Implications of Pension Administration for Retirees’ Socioeconomic Well-being in Nigeria

5.1 Financial Security Indicators

The adequacy of pension benefits in Nigeria has been severely weakened by rising living costs. Although the
CPS targets a 50% replacement rate, inflation above 20% has eroded purchasing power, making the average
monthly pension of ¥35,000 insufficient to meet even 40% of basic urban living needs(Yahaya, 2023).
Without inflation indexing, pension values fall each year while the costs of food, housing and healthcare
continue to rise. Those who retired during economic downturns are more vulnerable, as their benefits are
based on historically lower salaries. Studies show that nearly 60% of retirees struggle to afford medication
and balanced nutrition, increasing the risks of poverty and ill-health in old age(Adetunji & Gumede, 2024).

313



Benue Journal of Sociology (BJS). Volume 12, Issue 2, December, 2025

The marginalization of informal-sector workers intensifies this crisis. Although over 92% of Nigeria’s
workforce operates in the informal economy, fewer than 5% are covered by any form of pension due to
complex registration processes and limited contribution mechanisms(Adetola, 2025). Many elderly informal
workers are forced to continue physically demanding or hazardous work far into old age, with declining
productivity and worsening health. This lack of social protection perpetuates intergenerational poverty and
deepens inequality. As a result, retirees often reduce food intake, live in overcrowded conditions or forgo
medical treatment(Dahir-Umar, 2023; Uzoh & Anekwe, 2018).

5.2 Psychosocial Impacts of Pension Administration

Pension administration imposes serious psychological stress apart from financial hardship. Verification
exercises often require retirees to travel long distances and endure lengthy waits under difficult conditions,
which is particularly taxing for those with health or mobility challenges(Dahir-Umar, 2023). This creates
feelings of humiliation and social displacement, described by gerontologists as role loss shock(George &
Ekoh, 2025). In many cases, pensioners spend more on transportation than they receive, intensifying
frustration. Delayed or irregular payments are strongly associated with anxiety, depression and chronic stress
and in extreme cases, have driven retirees to suicide(Adetunji & Gumede, 2024; Dahir-Umar, 2023). Families
are forced to divert limited resources to support affected relatives, reducing household welfare and
productivity. With almost no access to geriatric mental health services, many retirees experience lasting
emotional trauma, often described as “pension PTSD.” This distress erodes public trust in the CPS and
discourages younger workers from participating(Abonyi, Arinde-Simeon, & Onwuka, 2024).

6. Structural Barriers to Effective Delivery

Nigeria’s CPS is constrained by serious structural barriers, especially in rural areas where weak infrastructure
limits access to services. Poor electricity, unreliable internet connectivity and limited digital platforms force
retirees to travel long distances, sometimes over 100km for basic processes like biometric verification(Lamba
& Srinivasan, 2025). Many pensioners lack digital literacy and depend on intermediaries who charge
exploitative fees. Even mobile verification often fails due to faulty equipment and power outages. The
concentration of PFAs in urban areas further widens the access gap, undermining universal coverage goals.
Weak interagency coordination also delays pension processing. The scheme depends on collaboration among
PenCom, PFAs, the Central Bank of Nigeria, the SEC and government ministries, yet overlapping mandates
and poor data sharing force retirees to repeatedly submit documents(Ekezue et al., 2024). Inconsistent
enforcement of employer contributions especially by state governments creates arrears and disputes. Claims
for deceased retirees are often trapped among PFAs, probate courts and employers, leading to prolonged
delays(Dahir-Umar, 2023). Past administrative transitions have also caused extended benefit
interruptions(Archuleta, 2015). These combined infrastructural and bureaucratic barriers disproportionately
affect rural and informal-sector retirees, increasing inequality and eroding trust in the pension system. Priority
reforms should include investment in rural digital infrastructure, offline verification systems, integrated data
platforms and clearer agency responsibilities.

7. Policy—Execution Disconnect

Nigeria’s pension system also suffers from a persistent gap between policy and practice. Frontline workers,
faced with high workloads and limited resources, adopt informal coping strategies such as imposing extra
documentation requirements and creating unofficial queues(Pillah, 2025). Although not always malicious,
these practices normalize delays and reduce transparency. Resistance to digital reforms is common, with staff
often defaulting to manual processes, causing well-designed systems to underperform at scale. Regulatory
capture further widens the gap. PFAs and financial institutions exert influence over regulations, prioritizing
profit over retiree welfare(Adamu & Sheela, 2025). This is reflected in high management fees, commission-
oriented investments and weak penalties for non-compliant employers. The revolving-door movement of
former PenCom officials to PFA boards creates conflicts of interest(Dahir-Umar, 2023). Efforts to introduce
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inflation-indexed annuities and expand informal-sector inclusion have faced resistance. Together,
bureaucratic inertia and regulatory capture create a dual-layered disconnect in which operational challenges
obstruct delivery while structural influences reshape policy.

8. International Best Practice Adaptations

Global experiences offer important lessons for strengthening Nigeria’s CPS. Chile’s 1981 pension
privatization demonstrated both the strengths and weaknesses of market-led systems. While it increased
savings, retirees were exposed to high market risks and excessive fees(Levy & Schady, 2013). In response,
Chile’s 2008 reforms introduced state-guaranteed minimum pensions and capped management fees. This
highlights the need for safeguards to protect retirees from volatility and profit-driven exploitation. For Nigeria,
where PFAs wield increasing influence, similar protections are essential to ensure pension funds remain social
security instruments rather than profit centers. The Chilean experience also warns against total dependence
on individual accounts, as COVID-19 era withdrawals rapidly depleted savings(Rohwerder, 2020). Nigeria
should therefore adopt a hybrid model that combines individual accounts with state-backed solidarity funds
to absorb systemic shocks. Ghana’s three-tier system provides additional guidance for informal-sector
inclusion. It combines mandatory formal-sector contributions (Tier 1), voluntary occupational schemes (Tier
2) and micro-pensions for informal workers (Tier 3), enrolling over 1.5 million participants through mobile
technology and flexible contributions(Boyetey, 2020; Obeng-Tawiah, Omari-Sasu, Boateng, & Mensah,
2025). Ghana also enforces strict penalties for non-compliance and uses monitoring tools such as mystery
shoppers, which Nigeria’s PenCom could adapt. However, Ghana still struggles with benefit adequacy,
showing that inclusion must be matched with sufficient retirement income. Key lessons for Nigeria include
capping fees, indexing minimum pensions to inflation, adopting hybrid structures, expanding mobile-based
enrollment and strengthening PenCom’s independence and capacity. These examples show that pension
systems must evolve, thus the Nigeria’s 2004 reform was only a foundation and deeper, second-generation
reforms are now necessary.

9. Context-Sensitive Policy Recommendations

Expanding coverage for Nigeria’s 92.3% informal workforce requires innovative strategies. A “micro-pension
plus” model, combining voluntary savings with incentives such as health subsidies or education grants could
drive participation(Ezugwu & Chukwuma, 2024). Partnerships with market associations and cooperatives
would strengthen trust. Mobile platforms should support flexible micro-payments, biometric identification
and simplified documentation. Returns must be inflation-protected to avoid erosion, as shown by Kenya’s
Mbao plan(Kabare, 2018). PenCom’s digital transformation should prioritize offline-capable systems for rural
areas, blockchain-backed records to reduce fraud and local service kiosks in government areas. India’s JAM
model demonstrates the potential of digital inclusion(Sivaramakrishnan & Pellissery, 2023), but Nigeria must
adapt it to local infrastructure limits, andcontinuous feedback from retirees and staff is crucial in the
development process. Finally, an integrated reform framework should link digitalization, informal inclusion
and infrastructure investment. Local pension desks in microfinance banks, cooperatives and a multi-
stakeholder Pension Reform Monitoring Council can help sustain implementation beyond electoral
cycles(Dahir-Umar, 2023).

10. Conclusion

Nigeria’s CPS has made notable progress since the 2004 reform, particularly in expanding coverage within
the formal sector and improving the management of retirement savings. However, persistent structural and
institutional challenges indicate the need for second-generation reforms. Lessons from countries such as Chile
and Ghana show that sustainable pension systems must strike a careful balance between efficiency, equity
and resilience to economic fluctuations. For Nigeria, pension reform should therefore be understood as a
continuous and adaptive process, underpinned by strong political commitment, effective stakeholder
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collaboration and regular monitoring and evaluation. Without such sustained efforts, the capacity of the
pension system to deliver adequate and secure retirement income will remain limited.

11. Recommendations
Based on the foregoing, priority should be given to strengthening regulatory oversight to enhance
transparency, compliance and public confidence in the pension system. The introduction of minimum pension
guarantees would help protect retirees against poverty and income insecurity, particularly in periods of
economic volatility. In addition, adopting flexible and inclusive pension models is essential for integrating
workers in the informal sector, who constitute a significant proportion of Nigeria’s labour force. Digital
reforms should also be pursued to improve coverage, efficiency and service delivery, provided they are
aligned with existing infrastructure and supported by robust data protection frameworks. With consistent and
coordinated implementation of these measures, Nigeria’s pension system can be better positioned to improve
retirement security and reinforce the country’s broader social protection framework.
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