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Abstract:  
This paper determined the socioeconomic effects of contributory pension scheme on 

the wellbeing of retired federal civil servant in Borno State. The paper employed self-

developed questionnaire to collect data from a simple random and a purposive sample 

of 162 respondents in the study area. One hundred and sixty-two (162) copies of 

questionnaires were administered but only one hundred and forty-two (142) copies 

were retrieved, making 88% return rate. The study employed inferential statistics for 

data analysis (Logistic regression analysis). The results of the study revealed that 

MPCR, SOR, AOR, NYR, FSR, VRSA and SSR were the determinants of prompt and 

timely payment of retirement benefits (lumpsum and monthly pension) at retirement 

and the new pension scheme has significantly contributed in addressing the problems 

inherent in the old pension schemes in the study area. The study recommended that 

Federal Government should also increase the pension of retirees from time to time 

because retirees’ expenses could increase at old age due to health challenges. 
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1. Introduction 

Logistic regression model was introduced in late 1960’s to early 1970’s and become 

routinely available in statistical packages in the early 1980’s. It has found many 

applications in field like the sciences and in educational research. Logistic regression 

analysis extends the technique of multiple regression analysis to research situations in 

which the outcome variable is categorical. There is a binary response of interest and 

the predictor variables are used to model the probability of that response. Logistic 

regression is employed to ascertain the relationship that exists between a dependent 
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variable and one or more independent variables. It provides a method for modelling a 

binary response variable which takes values 1 and 0. 

Situation involving categorical outcomes are quite common in practice. In a real life 

situation, predictions are made for the binary or success/failure in the same vein, 

operation units could be classified successful or not successful according to some 

objectives criteria in industries. The several characteristics of the units could be 

measured and logistic regression analysis could be used to determine which 

characteristics best predict success. Similarly, in health, an outcome might be due to 

the presence or absence of a particular disease. 

[1] who argued that logistic regression is an increasingly popular analytical tool, 

used to predict the probability that the event of interest will occur as a linear function 

of one or more continuous and or dichotomous independent variables. Logistic 

regression model has been applied in a number of contexts; which includes: 

applications to adjust for bias, in comparing two groups in observational studies [24]. 

[1] compared logistic regression to discriminant analysis (which assumes the 

explanatory variables as multivariate normal at each level of response variables). It 

has also been applied to study investigating the risk factors for low birth weight 

babies [14].  

Generally, occupational pension scheme is an arrangement whereby an employer or 

group of employers agreed to provide employees with regular and stable income after 

retirement from active service. It is regarded as an incentive as often workers look 

forward to not only a conducive working environment while in an active service but 

also to an avenue that assures quality of life after retirement. The dream of every 

worker is to make a hitch free exit from an active work life into yet another life with 

certainty of regular income that may cater for their old age. As a result of this vital 

transition in the life of a worker looks forward to parting with financial reward in 

lumpsum or periodic payments or both that would enable him manage the stress of old 

age. This is true for the fact that at retirement, one has little or no opportunity to 

engage in other serious economic activity that can guarantee immediate financial 

needs [9]. 

In Nigeria, the first legislative act on pension matters was the enactment of the 

Pension Ordinance 1951 which took effect retroactively from 1st January, 1946. This 

was then followed by the National Provident Fund (NPF) Scheme established in 1961 

by an Act of Parliament to provide income loss protection for employees in Nigeria. 

The NPF scheme however covered only employees in the private sector, and the 

monthly contribution was 6% of basic salary, subject to a maximum of N8.00 to be 

contributed in equal proportion of N4.00 each by the employer and the employee. The 

NPF scheme was later converted to a limited social insurance scheme established by 

Decree No. 73 of 1993 and administered by the Nigeria Social Insurance Trust Fund 

(NSITF). The NSITF was a defined contributory scheme covering employees in the 

private sector working for organizations with a minimum workforce of 5 employees. 

It catered for employees in the private sector of the economy with respect to loss of 

employment, income in old age, invalidity or death. The initial monthly contribution 

of members was 7.5% of basic salary, shared in the proportion of 2.5% by the 

employee, and 5% by the employer [8]. 

[24] noted that the Local Government Pension Scheme was established by Military 

Fiat in 1977. In 1979, the Civil Service Pension Scheme was established by the Basic 

Pension Decree 102 of 1979. The scheme was for all public servants except those who 
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were on temporary or contract employment. The compulsory retirement age for such 

workers was 60 years for both male and female workers except for high court Judges 

that was 65 years and 70 years for Justices of the Court of Appeal and the Supreme 

Court. There was also the Pensions Rights of Judges Decree No.5 of 1985 as amended 

by the Amendment Decree Nos. 51 of 1988, 29 and 62 of 1991. The police and other 

government agencies' pension scheme were enacted under the Pension Act No. 75 of 

1987. The Local Government Pension Edict culminated into the establishment of the 

Local Government Staff Pension Board in 1987. Another landmark development in 

the history of the Nigerian Pension System was the Police and other Agencies Pension 

Scheme Decree No: 75 of 1993 which took retroactive effect from 1990. At this time 

all governmental parastatals and agencies directly funded by the treasury had a unified 

pension scheme that was virtually managed by insurance companies many of which 

were unable to honor their pension obligations. These Decrees remained the operative 

laws on Public servants and Military Pensions in Nigeria until June 2004.  

Despite the laudable objectives of the establishment of these schemes, they were not 

without problems ranging from inadequate and untimely release of funds, 

misappropriations, outright diversion of pensioner’s funds by government officials 

[25]. In addition, problems occasioned by non-availability of records, presence of 

ineligible pensioners on the pension payroll and uncoordinated pension administration 

which caused delay in the payment of accumulated pension arrears and gratuities to 

eligible retirees. Similarly, this ugly development led to unprecedented and 

unsustainable outstanding pension liability estimated at over N2trillion with the old 

scheme prior to the commencement of the Pension Reform Act in 2004 [8]. These 

problems no doubt portray the unsustainability of the old pension schemes. Therefore, 

this challenge made it imperative by the Nigerian government to embark on a reform 

of the old scheme in order to restore the hope of the pensioners and the entire 

Nigerian workers; hence the enactment of the Pension Reform Act 2004 [7]. 

The PRA 2004 introduced the new Contributory Pension Scheme (CPS) which was 

designed to cater for workers in both the federal public and private sectors of the 

federation. The Act established the National Pension Commission (PenCom) to 

regulate and supervise the activities of the Pension Fund Administrators (PFAs) and 

Pension Fund Custodians (PFCs) as well as other relevant stakeholders in Nigeria. 

The scheme is contributory in nature in the sense that both employer and employee 

are required to contribute certain percentage of their monthly salary in order to save 

for employee’s retirement. Under section 9 of the Pension Reform Act as applied to 

the public service of the Federation and the private sector, both the employer and 

employee are required by law to contribute a minimum of 10% and 8% of Basic 

Salary, Housing Allowance and Transport allowance (BHT) respectively [22]. The 

scheme was to assist workers to save in order to provide for their livelihood after 

retirement. There form was also concerned with establishing a system that would 

ensure workers receive benefits generated by their own savings and not dependent on 

government subsidies or future generations. The reform was also to curtail the growth 

of outstanding pension liabilities thereby releasing resources to support growth and 

development of the country. The major operators in the CPS are the PFAs who 

interface directly with the employees (contributors) and employer on pension related 

issue in the Pension Industry [22]. 

However, little is understood on the effect of this Act with regard to the extent it has 

been successful and effective over the old pension scheme. Thus, this study therefore 

examines the performance of the new contributory pension scheme in addressing 
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some of the problems inherent in the old pension scheme. Trustfund Pensions is a 

limited liability company licensed by the National Pension Commission (PenCom) in 

2006 to operate as a Pension Fund Administrator (PFA) in Nigeria. It is a pioneer 

PFA with over ten (10) years of experience in the pension industry. It has seven 

regional offices and over 43 branch networks in Nigeria. Like any other PFA, the 

company manages and invests the pension funds and assets in accordance with the 

provisions of the Act. It also provides pre-retirement and post-retirement advisory 

services. As a result of the enactment of the Pension Reform Act, 2004, the company 

took over all the assets (Funds and landed properties) of the defunct Nigeria Social 

Insurance Trust Fund (NSITF) in 2006, which is what makes the company among the 

strongest and the leading PFAs operating in Nigeria (PenCom, 2008).This may be the 

reason why the Nigerian Police Force (NPF), University of Maiduguri Teaching 

Hospital (UMTH),Chad Basin Development Authority (CBDA) and Lake Chad 

Research Institute (LCRI) are among Trustfund Pension’s top five (5) institutions with 

highest number of retirees. The NPF having the largest number with 174 retirees was 

followed by the UMTH with 68 retirees; CBDA has 49 retirees and LCRI with33 

retirees (Trustfund, 2018).  

Similar research was also conducted by [6] on the effect of new pension scheme on 

retirees in Nigeria: 2004 – 2014. The method of this paper was qualitative and 

exploratory in nature; descriptive analysis of secondary source gave insight into the 

subject matter. The study found out that most retirees are not aware of the operations 

of the pension managers. It therefore recommended among others that apart from 

adequate sensitization of retirees, they should be integral stakeholders in the 

management of their funds. 

[5] conducted a research on managing post-retirement conditions in Nigeria. The 

researcher employed secondary data in the conduct of his research. The paper notes 

that retirement is a must for all workers. Despite government roles at providing social 

security income, retirement period has been a tension provoking and devastating 

phenomenon in Nigeria and other emerging economies of Africa, Asia and Latin 

America. This is so because of the regular nonpayment of gratuities and pension 

benefits in Nigeria. He concluded that workers who ignore retirement planning do so 

at their perils and therefore recommended workers should plan well for retirement 

while in active service as consists of entry and exit and that one must plan for exit 

immediately after getting appointment. He further noted that a sweet and enjoyable 

post-retirement life demands that certain capital or income generating 

production/service outfit(s) be put in place before the retirement day. 

[12] conducted study on the effects of the CPS on welfare of retirees from selected 

federal establishments in Nigeria. Data were collected through questionnaire, 

interview and non-participant observation. The data were analysed using chi-square 

alongside tables and percentages. The study discovered that CPS have partially 

addressed timely payment of benefits, it has also instilled some discipline in the 

savings habit of the federal public service. In addition, it was also discovered that, 

there is no complete adherence to rules by PFAs and finally, fluctuations in the stock 

markets exacerbates the pensioners fear about the scheme. It is obvious that, CPS is 

investigated in relation to its effects on the welfare of retirees and inferences were 

made. However, looking at the CPS and the retirees’ welfare in the Federal 

establishments makes it necessary for another research study that will cover State 

public service studying the implementation of CPS with a particular reference to 
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compliance, Funding, and the implementation and timely payment of retirement 

benefits variables. 

[4] focused their research on the effective management of life after retirement and 

its impact on retirees from the public service in Benue State, Nigeria. The objective of 

this research was to explore the concept of retirement, ways through which employees 

can prepare towards retirement and the post-retirement strategies. Both secondary and 

primary data was used in the study. Survey research method was adopted. 

Disproportional stratified sampling method was adopted in selecting the sample. 

Simple percentages and the chi-square statistical test were used for data analysis. The 

study concludes that pension reform in Nigeria is faced with many challenges, which 

includes coverage, adequacy, administrative efficiency, transparency, corruption, 

governance and regulation. 

[3] examined the effects of contributory pension scheme on employees’ 

productivity and pensioners’ welfare in Lagos State. They adopted primary and 

personal interview as sources of data collection. 120 respondents were used as the 

sample size and a simple random sampling method was used in administering the 

questionnaire. The data collected was analyzed through the use of Statistical Package 

for Social Sciences (SPSS). The result of the analyses reveals that there is significant 

relationship between adequate retirement package and employees’ productivity and 

that it has a positive impact on the organization efficiency. Both empirical study and 

oral interview conducted however, found that the contributory pension scheme (CPS) 

has positive potentials over the defined benefits pension scheme (DBPS).  

[20] examined the Pension Reform Act 2004 and well-being of Nigerian retirees 

and the sociological evaluation of its provisions. The study used the Marxist theory to 

analyze critically the 2004 pension policy of the government on the wellbeing of 

Nigerian retirees. The study finds that the PRA 2004 has failed to contribute to basic 

social security in old age for the majority of Nigerians employed in the informal 

sector while the minority of covered workers is likely to experience problems. The 

implication of the findings is that forced savings for the future in a low income 

country characterized by large scale poverty might not be desirable for retirees 

especially in Nigeria where there is inadequate complementary social security system. 

[11] carried out a research on Pension system and retirement planning in Nigeria. 

The objective of his study was to examine the prospects and challenges of pension 

management in Nigeria as an important aspect of retirement planning. The research 

used secondary source of data and the result of the analysis concludes that there is not 

much evidence to show that the pension scheme is leading Nigeria in the desired 

direction. Numerous scandals have trailed the pension scheme, and a lot still needs to 

be done with regard to the effective management of the pension scheme. 

[23] evaluated whether or not the application of the Contributory Pension Scheme 

has an impact on employee retirement benefits of quoted firms in Nigeria. They used 

judgmental sampling in conducting the research where they selected ten (10) firms 

quoted on the first-tier market of the Nigeria Stock Exchange. The study utilizes data 

from secondary source. The technique of analysis in the study was the Student’s t – 

test for paired observations. Their findings revealed that the application of the 

contributory pension scheme has positive impact on employee retirement benefits of 

quoted firms in Nigeria. 
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[16] examined the implications of the new pension reform for social security 

planning in the Local Government in Nigeria. The study employed the techniques of 

content analysis to analyze and interpret the views of several studies on the old and 

new pension scheme. The study finds that the advantages of PRA 2004 have 

translated into improved social security planning for the retired workers dead or alive 

and for their families to achieve a degree of economic security and provision of cash 

payments to help income lost as a result of retirement or death. 

[10] assessed the impact of Contributory Pension Scheme to Nigerian Economic 

Development with relevance to Pension Fund Manager. There searcher used survey 

design and the sample size used 100 respondents. Data were collected from both 

primary and secondary sources and analyzed using percentage. There searcher 

adopted correlation analysis for testing secondary data and A NOVA for the primary 

data. The result of correlation analysis using t-test revealed that Contributory 

Pension Scheme(CPS) has   significant impact on the GDP while the result of NOVA 

revealed that risk prevalent has positive effect on the pension fund management. The 

researcher therefore, recommends that the Pension Fund Administrator should invest 

in less risky portfolio to enhance prompt payment of pension to retirees. 

[17] examined the impact of contributory pension scheme on economic growth in 

Nigeria for the period 2004-2012. He used Ex-post-facto research design. Ordinary 

Least Square Regression method was used in data analysis. The study finds that 

pension funds have negative and significant impact on economic growth while 

pension savings had positive and significant impact on economic growth.   

[13] studied contributory pension system as a tool for economic growth in Nigeria. 

The study used descriptive statistics, percentages and charts to analyze data collected. 

Their findings revealed that the contributory pension scheme has begun to contribute 

to increase in growth of the Nigerian capital market and economic growth.  

[19] carried out a study on the Pension Reform Act 2004 and retirement planning in 

Nigeria. The study used survey research design and a multi-stage random sampling 

technique to select the sample size of 3000 from the population of serving teachers 

and teacher pensioners in Federal and State Public Secondary Schools between the 

ages of 55 and 59 years. The results revealed that the objectives of PRA 2004 were 

yet to be achieved since retired persons still suffered trauma, pains and even death 

before they received their pension packages. The study recommended e-payment of 

pensions to ensure easy referencing, easy update and logistics of pension scheme 

system.  

[15] investigated the Effect of Contributory Pension Scheme on Capital Market in 

Nigeria. The time series data used in this study were for a period of seven years (2006 

- 2012). The researcher employed Pairwise Correlation model to determine the 

significance of the relationship between the Pension Asset Under Management (AUM) 

and Market Capitalization (MC), and Local Ordinary Share (LOS) of the Contributory 

Pension Scheme and Market Capitalization (MC) in Nigeria. The econometric results 

indicated that AUM had no significant effect on MC in Nigeria. The econometric 

result also evidenced that LOS of the Contributory Pension Scheme had no significant 

effect on MC as majority of the pension fund asset is held by Federal Government as 

bond. From the result of the analysis, the researcher discovered that Contributory 

Pension Scheme had no significant impacted on Capital Market in Nigeria. It was 

established that the pool of funds accumulated by the national Contributory Pension 
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Scheme were invested and spread among different assets, but it had no significant 

effect on the growth of the Nigeria Capital Market during the period under review. 

[2] investigated the impact of financial performance on the value of Jordanian 

industrial firms, which are registered in Amman Financial Market (AFM). The sample 

of the study consists of (40) firms available on the AFM’s website. They represent 

71.4% of the Jordanian industrial firms, during the period (2006-2015). Regression is 

used to test the study’s hypotheses. Tobin’s Q and operational efficiency indicators 

are used to measure financial performance (Gross profit and the operating expenses). 

The study reveals that there is a statistically significant impact of financial 

performance on the firms’ values. The study recommends that the firms’ management, 

stakeholders and investors should concern with using appropriate indicators to 

analyze financial performance that are developed by the researchers such as the 

operating efficiency indicators, in addition to TQ index. This is because measuring 

performance is important for forecasting firm’s value, and helps stakeholders in 

making appropriate decisions. 

[26] investigated the effect of the implementation of CPS on timely payment of 

retirement benefits, the effects of compliance with the Kano state pension and gratuity 

law 2006. The study aimed at examining the effects of the implementation of 

contributory pension scheme on the payment of retirement benefits in Kano State. The 

data for the study were generated from primary and secondary sources. The 

instruments of the primary data collection used were questionnaire and interview, 

while secondary sources made use of reports, books, magazines, gazettes, journals, 

research theses and dissertations and the internet. Data were analysed using 

descriptive and inferential statistical tools. Questionnaires were distributed on a 

sample of 118 respondents selected from 164 population of the study through 

stratified and simple random sampling techniques to test the hypotheses. Regression 

analysis tests result revealed that, compliance with the contributory pension scheme 

law significantly affects the payment of retirement benefits and that, implementation 

of CPS has significantly improved the timely payment of retirement benefits in Kano 

State.  

1.1. Statement of the Problem 

The Contributory Pension Scheme (CPS) was introduced in Nigeria with the 

objective of ensuring that every person who worked either in public service of the 

federation or private sector receives his retirement benefits as and when due. 

Therefore, the government established a set uniform rules, regulations, standards and 

laws for the efficient administration, management and payment of pension funds [22]. 

Conversely, even with the introduction of the CPS, the   of pension and gratuity to 

deserving Nigerian workers remained a major source of concern. Issues such as late 

release of pension funds, inadequate funding and inability to effectively implement 

budgets and make adequate provisions which are fully addressed really constituted a 

setback for the scheme [21].[7] observed that delay in the release of accrued pension 

right funds otherwise known as the Federal Government Bond (FG Bond) to 

deserving workers who have served the federal government prior to the start of the 

CPS in 2004 for further disbursement to the PFAs remained a greatest challenge to the 

retired federal civil servants in Nigeria. 

Over the years, most studies [23,18,3] on pension scheme focused on issues related 

to the problems of pension administration in Nigeria, challenges of implementation of 
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the CPS and compliance issues in Nigeria, the effects of CPS on the employee 

productivity and planning for retirement. However, these studies did not give much 

emphasis on timely and prompt payment of retirement benefits (lumpsum and 

monthly pension) which may significantly affect the socioeconomic wellbeing of 

retirees. This is very important because the anxiety of untimely and late payment of 

retirement benefits might weaken productivity of workers in their active service 

period. If this is not addressed properly, it may encourage corruption resulting from 

the apparent fear of the delay and untimely payment of retirement benefits. This 

necessitates the need to assess the effectiveness of the CPS in relation to timely 

payment of retirement benefits (lumpsum and monthly pension) as its affects the 

socioeconomic well-being of the retired Federal Civil Servant in Borno State. It is 

against this backdrop that this study determined socioeconomic effects of CPS on the 

well-being retired Federal Civil Servant in Borno State. 

1.2. Objectives of the Study 

The objectives of this paper are to determine: 

a) The determinants of prompt and timely payment of retirement benefits 

(lumpsum and monthly pension) at retirement among federal civil servants in 

Maiduguri Borno State, Nigeria; 

b) Whether the new contributory pension scheme has addressed the problems 

inherent in the old pension schemes or not. 

2. Materials and Methods  

2.1. Source of Data 

The study employed self-developed questionnaires to collect primary data in the 

conduct of this research. The data were collected through structured questionnaires in 

the Pension Industry. The Pension Industry operates with the National Pension 

Commission (PenCom) as the regulatory body, and Pension Fund Administrators 

(PFA) and Pension Fund Custodians (PFC) as its operators. However, this study is 

narrowed down to the PFAs and Trustfund Pensions Limited being one out of the 

twenty-one (21) was is chosen and studied. The focus was on the retired Federal civil 

servants resident in Borno state. For ease of collecting the data, two (2) separate 

questionnaires were used in this study. One is on the new pension scheme which is 

divided into three (3) sections; A, B and C while the other is on the old pension 

scheme which is divided into two (2) sections; A and B. 

 2.2. Population of the Study 

The study population comprised of 271 retirees both in the old and the new pension 

schemes. Out of 271 retirees 218 (indicating 80%) belong to the new pension scheme 

who have worked and retired either from the Nigerian Police Force, University of 

Maiduguri Teaching Hospital, Chad Basic Development Authority and Lake Chad 

Research Institute and used Trustfund Pensions Ltd as their Pension Fund 

Administrator (PFA) while remaining 53 (indicating 20%) are retirees belonging to 

the old pension scheme. Table 1 and Table 2 below presents this calculation. 

Table 1. Population of retirees in the new pension scheme in the Selected Organization. 

S/N Organizations Population 

1 Nigerian Police Force 92 
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2 University of Maiduguri Teaching Hospital 50 

3 Chad Basin Development Authority 47 

4 Lake Chad Research Institute 29 

 Total 218 

Source: Trustfund, 2018. 

Table 2. Population of retirees in the old pension scheme in the Selected Organization. 

S/N Organizations Population 

1 Nigerian Police Force 21 

2 University of Maiduguri Teaching Hospital 13 

3 Chad Basin Development Authority 11 

4 Lake Chad Research Institute 8 

 Total 53 

Source: Records from NPF, UMTH, CBDA & LCRI. 

2.3. Sample and Sampling Techniques 

The study employed simple random sampling technique to select retires from both 

the new pension scheme and the old pension scheme. This is based on the availability 

of the list of retirees in both the new and the old pension schemes beforehand. Using 

this method, the researcher applied the formula for determining sample size by Taro 

Yamane (1973) in order to determine the sample size of this study from the 

population. Table 3 and Table 4 below presents the calculation of sample using the 

formula.  

Table 3. Computation of the Sample Size of Retirees under the New Pension Scheme. 

S/N Organizations* 
Population 

* 

Proportion  of org to 

entire population ** 

% population to 

sample size** 
Sample** 

1 
Nigerian Police 

Force 
92 42% 42%of 130 = 55 55 

2 

University of 

Maiduguri 

Teaching 

Hospital 

50 23% 23%of 130 = 30 30 

3 

Chad Basin 

Development 

Authority 

47 22% 22%of 130 = 28 28 

4 

Lake Chad 

Research 

Institute 

29 13% 13% of 130 = 17 17 

 Total: 218 100  130 

Source: *Trustfund, 2019 

** Authors Computation, 2019 

Table 4. Computation of the Sample Size of Retirees under the Old Pension Scheme. 

S/N Organizations* Population * 
Proportion  of org to 

entire population ** 

% population to 

sample size** 
Sample** 

1 
Nigerian Police 

Force 
21 40% 40% of 32 = 13 13 

2 

University of 

Maiduguri 

Teaching 

Hospital 

13 24% 24% of 32 = 8 8 



Volume 2, 2020   

DOI: https://doi.org/10.31058/j.adp.2020.21001 

Submitted to Adaptation and Personalization, page 10-20                                                       www.itspoa.com/journal/adp 
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Chad Basin 

Development 

Authority 

11 21% 21% of 32 = 6 6 

4 

Lake Chad 

Research 

Institute 

8 15.0% 15% of 32 = 5 5 

 Total 53 100  32 

Source: *Records from NPF, UMTH, CBDA & LCRI 

** Authors Computation, 2019 

2.4. Determining Sample Size 

In calculating the sample size for this study, the researcher applied the formula 

propounded by Taro Yamane (1973) with 95% confidence level on the study 

population of 271 retirees.  

This is given by: 

n = 
 

       
                                                  (1) 

Where 

n= Computed sample size,  

N = population size, and  

e = Margin of error (MoE), e = 0.05 based on the research condition. 

Computed Sample size = 
   

            
                            (2) 

Out of the population of 271, 162 respondents (see equation 2) was sampled.130 

respondents which represent 80% of 162 was sampled in the new pension scheme (see 

Table 3) while 32 respondents representing 20% of the sample size was sampled in 

the old pension scheme (see Table 4). These values were distributed proportionately 

to the four (4) organizations selected for the study depending on the proportion of the 

entire population that came from each stratum using percentage as shown in Table 1 

and Table 2 above. 

Table 5. Summary of computed Sample Size of Retirees under the New and the Old Pension 

Scheme. 

S/N Organizations* 
Simple Random Sampling Total 

Sample 

size New Pension Scheme Old Pension Scheme 

1 Nigerian Police Force 55 13 68 

2 
University of Maiduguri 

Teaching Hospital 
30 8 38 

3 
Chad Basin Development 

Authority 
28 6 34 

4 
Lake Chad Research 

Institute 
17 5 22 

 Total 130 32 162 

Source: Authors Computation, 2019. 

2.5. Empirical Model of Model Specification 
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This study used logit regression as a model to examine the socioeconomic effects of 

the contributory pension scheme on the wellbeing of federal government retirees 

using Trustfund Pensions Limited as their PFA in some selected institutions in 

Maiduguri. A dummy dependent variable (Socioeconomic effects of the CPS on the 

wellbeing of retirees) would be regressed on a series of factors that are identified and 

included as explanatory variables. The model was characterized by a binary 

dependent variable with mutually exclusive and exhaustive outcomes. The dependent 

variable is socioeconomic effects of the CPS on the wellbeing of retirees which is 1 

(one) if the scheme has positive impact on socioeconomic effects of the CPS on the 

wellbeing of retirees, and 0 (zero) if otherwise.  

This model is adopted from the work of [19], and modified some variables to 

analyze the socioeconomic effects of the contributory pension scheme on the 

wellbeing of federal government retirees using Trustfund Pensions Limited as their 

PFA in some selected institutions in Maiduguri: 

Socioeconomic effects of the CPS on the wellbeing of retirees= f (Retirement 

Savings Account value, gender, age and final salary). (3) 

Following Madalla (1990), the empirical model gives rise to a system of two 

probabilities as: 

Prob(Yt=j) =  
        

      
                               (4) 

Where j = 0 or 1 

Prob(Yt=j) = 
     

                                       (5) 

According to Maddala (1990) a clear specification for this Logit model can be 

written as, thus: 

Pi = βk + βjXj + ei                                        (6) 

Where: 

Pi = Dependent variable 

βk = Intercept (constant term) 

βi = Coefficient of explanatory variables 

X1 = Explanatory variables 

ei = Error term 

The model that would be used for determining the factors (independent variables) 

that influenced the dummy dependent would be specified as: 

Pi = βk + ∑βiXi + ei                                         (7) 

Pi= βk +β1X1i + β2iX2i +β3iX3i+β4iX4i+ β5iX5i+β6iX6i+ β7iX7i+ ei             (8) 

Where: 

Pi = Socioeconomic effects of the CPS on the wellbeing of retirees using Trustfund 

Pensions Limited as their PFA in some selected institutions in Maiduguri, thus 1 if the 

scheme has positive effect on the socioeconomic wellbeing retirees and 0 if otherwise. 

βk = Intercept Constant term 

βXj = Coefficient of explanatory variables 
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ei = Denotes the level of retirees’ welfare as determined by other factors not 

considered in the model. 

Therefore, the explanatory variables are: 

Objective one 

Y = Prompt and Timely Payment of Retirement Benefits (PTPRB) 

X1 = Monthly Pension Contribution of Retiree (MPCR) 

X2 = Sex of Retiree (SOR) 

X3 = Age of Retiree (AOR) 

X4 = Number of Years Retiree put while in active service (NYR) 

X5 = Final Salary of Retiree (FSR) 

X6 = Value of Retirement Savings Account at the time of retirement (VRSA) 

X7 = Salary structure of Retiree’s former employer (SSR) 

Objective two 

Y = Contribution of Pension Scheme to Addressed the Problems Inherent in the Old 

Pension Schemes (CPSAPIOPS) 

X1 = Monthly Pension Contribution of Retiree (MPCR) 

X2 = Sex of Retiree (SOR) 

X3 = Age of Retiree (AOR) 

X4 = Number of Years Retiree put while in active service (NYR) 

X5 = Final Salary of Retiree (FSR) 

X6 = Value of Retirement Savings Account at the time of retirement (VRSA) 

X7 = Salary structure of Retiree’s former employer (SSR) 

2.6. Method of Data Analysis 

The study employed Logit regression to examine the relationship between the 

explanatory variables and retiree wellbeing in Nigeria.  

A binary logistic regression model was employed because a Logit regression model 

is designed to analyze quantitative data reflecting a choice between two alternatives, 

that 0 and 1. In this work, it will take“1”  if the CPS has positive effects on the 

socioeconomic wellbeing of retirees using Trustfund Pensions Limited as their PFA in 

some selected institutions in Maiduguri and“0” if the otherwise. The model involves 

the use of coefficient and odd ratio to estimate the coefficient of each independent 

variable.  

A logit regression model has been the most frequently used model when the 

dependent variable is dichotomous or binary (0, 1). The advantage of Logit model 

over models such as the ordinary Least Square (OLS) and Linear probability models 

is that logit model gives parameter estimate that are asymptotically efficient, 

consistent and produce a statistically good result. For the fact that logit regression is 

not linear, the marginal effect of each independent variable on the dependent variable 

is not constant but dependent on the values of the dependent variables [7]. Therefore, 

the analysis would be based on the probability of the variable effects. 
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Additionally, when a dependent variable is binary, OLS regression technique 

produces parameter estimates that are inefficient and heteroscedastic error structure 

because OLS assumes a continuous dependent variable and as a result, testing 

hypothesis and construction of confidence interval become inaccurate and misleading 

[2]. Similarly, a linear probability model may generate predictive values outside 0-1 

interval which violate the basic tenets of probability, but logit model guarantees that 

the estimated probabilities lies between the logical limit of 0 and 1 [8]. Therefore, this 

study uses logit regression model to analyze variable responsible for the level of 

welfare retirees experience after retirement. 

Despite advantages of logit regression model over linear regression and OLS, the 

model has some limitations. For instance, logit regression attempts to predict 

outcomes based on a set of independent variables with similar characteristics, but if 

the researcher includes the wrong independent variables, the model will have little or 

no predictive power and therefore produce wrong outcome. However, since the model 

uses a binary dependent variable, it has the limited of predictive power if the 

dependent variable is a continuous one [18]. 

3. Results and Discussion  

Logit regression was used for data analysis. One hundred and sixty-two (162) 

copies of questionnaires were administered and but only one hundred and forty-two 

(142) copies were retrieved, making 88% return rate. The results were presented in 

tables and discussed according to the research objectives. 

 3.1. Determinants of Prompt and Timely Payment of Retirement Benefits 

(Lumpsum and Monthly Pension) at Retirement  

The result of logit regression showed that the model was suitable for explaining the 

determinants of prompt and timely payment of retirement benefits (lumpsum and 

monthly pension) at retirement as presented in Table 6. All the variables included in 

the model were significant in explaining the variation in prompt and timely payment 

of retirement benefits in the study area. These variables are: MPCR, SOR, AOR, NYR, 

FSR, VRSA and SSR respectively. The value of Pseudo R2 suggests that the model 

explained 86% variation in the data. 

Table 6. Estimates of the Logistic Regression on Prompt and Timely Payment of Retirement 

Benefits (Lumpsum and Monthly Pension) at Retirement. 

Variable Coefficient Standard Error Z P-value Odds Ratio 

Constant 0.372 0.112 3.321** 0.000 1.451 

MPCR 0.236 0.025 9.440* 0.000 1.266 

SOR -0.911 0.146 -6.239** 0.000 0.402 

AOR 0.725 0.151 4.801** 0.000 2.065 

NYR 1.146 0.123 9.317* 0.000 3.146 

FSR 0.457 0.139 3.288*** 0.001 1.579 

VRSA 0.478 0.164 2.915*** 0.018 1.613 

SSR 0.723 0.152 4.757** 0.000 2.354 

Pseudo R
2 

= 0.856 86%    

Note: *** significant at 1% level, * * significant at 5% level, * significant at 10% level 

Independent Variables:  MPCR, SOR, AOR, NYR, FSR, VRSA and SSR 

Independent Variable:  PTPRB 
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3.1.1. Monthly Pension Contribution of Retiree (MPCR) 

The result shows that monthly pension contribution of retiree has a positive 

coefficient that was significant at 10 % level. This indicates that the higher the 

monthly pension contribution of retiree the higher his/her benefit. A unit increase in 

the monthly pension contribution of retirees will increase the probability of retirees to 

have high benefit by 1.266. This could be attributed to the fact that the new pension 

scheme is contributory and fully funded and the old pension scheme is mostly 

unfunded and pay as you go (PAYG). This result is in consonance with [8], 

who conducted a study on retirement benefit under the new pension scheme and the 

challenges of global financial crisis. The study investigated the extent to which the 

new pension scheme guarantees a sustained comfortable retirement income to workers 

over the long-run and how expected benefits compare between the old schemes and 

the new scheme. A comparative research design was employed. The result showed 

that, under varying scenarios, the expected benefits under the New Pension Scheme 

(CPS) are at best only comparable to the gratuity portion of the old scheme. The 

findings revealed that while the new pension system may be effective in removing the 

uncertainty and hassles associated with receiving benefits under the PAYG scheme, 

benefits under the previous scheme were far more generous to the employees and 

highly susceptible to financial market forces. 

3.1.2. Sex of Retiree (SOR) 

The result implies that sex of retiree was negative and significant at 10% level. This 

negative coefficient value may be a result of the fact that female pensioners under the 

old pension scheme collect less benefit than their male counterpart. This also indicates 

that if a pensioner is a female the probability of her getting less benefit is 0.402. 

3.1.3. Age of Retiree (AOR) 

Age of retiree has a positive coefficient as expected and significant at 5%. Age 

determines the prompt payment of retirees’ benefits. Young retirees tend to have more 

energy and strength to follow and monitor their entitlements than aged retirees. This 

means a unit increase in the age of a pensioner will reduce the probability of getting 

his/her retirement benefits by 2.065.  

3.1.4. Number of Years Retiree put while in active service (NYR) 

Number of years retiree put while in active service (NYR) was significant at 

5% level positively related to prompt and sufficient payment of retirement benefits. A 

unit increase in the number of years retiree put while in active service increases the 

probability of getting prompt and sufficient payment of retirement benefits by 3.146. 

This indicates that the more the years spent in service, the higher the likelihood of 

getting prompt and sufficient payment of retirement benefits.  

3.1.5. Final Salary of Retiree (FSR) 

As expected, the coefficient of final salary of retiree was positive and also 

significant at 1% level suggesting that final salary of retiree tended to positively 

influence prompt and sufficient payment of retirement benefits. This means that a unit 

increases in final salary of retiree increases the probability of pensioners to get prompt 

and sufficient payment of retirement benefits by 1.579. The positive 
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coefficient suggests that final salary of retiree determines the monthly pension of 

retirees.  

3.1.6. Value of Retirement Savings Account at the time of retirement (VRSA) 

As expected, the coefficient of value of retirement savings account at the time of 

retirement was positive and also significant at 10% level. This implies an increase in 

value of retirement savings account at the time of retirement increases the retirement 

benefits of retirees. This means that a unit increase in value of retirement savings 

account at the time of retirement increases the retirement benefits of retirees by 1.613.  

3.1.7. Salary structure of Retiree’s former employer (SSR) 

Salary structure of retiree’s former employer (SSR) has a positive coefficient that 

was significant at 1% level as expected. This means that the salary structure of 

retiree’s former employer determines retirees’ benefits. A unit increases in salary of 

an employee increases the probability of the employee getting high benefit by 2.354.  

It can be deduced from Table 6 that MPCR, SOR, AOR, NYR, FSR, VRSA and 

SSR were the determinants of prompt and timely payment of retirement benefits 

(lumpsum and monthly pension) at retirement in the study area. This finding aggress 

with the finding of [23] evaluated whether or not the application of the Contributory 

Pension Scheme has an impact on employee retirement benefits of quoted firms in 

Nigeria. They used judgmental sampling in conducting the research where they 

selected ten (10) firms quoted on the first-tier market of the Nigeria Stock Exchange. 

The study utilizes data from secondary source. The technique of analysis in the study 

was the Student’s t – test for paired observations. Their findings revealed that the 

application of the contributory pension scheme has positive impact on employee 

retirement benefits of quoted firms in Nigeria. 

3.2. Contribution of the New Pension Scheme to Address the Problems Inherent in 

the Old Pension Schemes  

The result of logit regression showed that the model was suitable for explaining the 

contribution of the new pension scheme to address the problems inherent in the old 

pension schemes as presented in Table 7. All the variables included in the model were 

significant in explaining the variation in contribution of the new pension scheme to 

address the problems inherent in the old pension schemes in the study area. These 

variables are: MPCR, SOR, AOR, NYR, FSR, VRSA and SSR respectively. The 

value of the Pseudo R2 suggests that the model explained 78% variation in the data. 

Table 7. Estimates of the Logistic Regression on the Contribution of the New Pension Scheme to 

Address the Problems Inherent in the Old Pension Schemes. 

Variable Coefficient Standard Error Z P-value Odds Ratio 

Constant 0.157 0.053 2.962* 0.012 1.169 

MPCR 0.417 0.061 6.836* 0.000 1.517 

SOR 1.009 0.164 6.152** 0.000 2.743 

AOR 1.151 0.132 8.719** 0.000 3.161 

NYR 1.356 0.162 8.370* 0.000 3.881 

FSR 0.431 0.153 2.817*** 0.017 1.539 

VRSA 0.457 0.149 3.067*** 0.001 1.579 

SSR 0.065 0.012 5.417* 0.000 1.067 

Pseudo R
2
= 0.777 78%    
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Note: *** significant at 1% level, * * significant at 5% level, * significant at 10% level 

Independent Variables:  MPCR, SOR, AOR, NYR, FSR, VRSA and SSR 

Independent Variable:  CPSAPIOPS 

3.2.1. Monthly Pension Contribution of Retiree (MPCR) 

The result shows that monthly pension contribution of retiree has a positive 

coefficient that was significant at 10 % level. This indicates that prompt payment of 

monthly pension contribution to retiree by the new pension scheme has addressed the 

problems inherent in the old pension schemes. Prompt payment of monthly pension 

contribution to retirees will address the problems inherent in the old pension schemes 

by 1.517. This could be attributed to the fact that the new pension scheme is 

contributory and fully funded and the old pension scheme is mostly unfunded and pay 

as you go (PAYG).  

3.2.2. Sex of Retiree (SOR) 

The result implies that sex of retiree was positive and significant at 10% level. This 

positive coefficient value may be a result of the fact that female pensioners under the 

new pension scheme collect same benefit with their male counterpart. This also 

indicates that if pensioners are paid and treated equally without regard to their gender 

will address the problems inherent in the old pension schemes by 2.743. 

3.2.3. Age of Retiree (AOR) 

Age of retiree has a positive coefficient as expected and significant at 5%. This 

positive coefficient means that retirees are treated equally without regard to their 

age. Young retirees tend to have more energy and strength to follow and monitor their 

entitlements than aged retirees. This means a unit increase in the fair treated of 

retirees without regard to their age will address the problems inherent in the old 

pension schemes by 3.161.  

3.2.4. Number of Years Retiree put while in active service (NYR) 

Number of years retiree put while in active service (NYR) was significant at 

5% level and positively related to addressing the problems inherent in the old pension 

schemes prompt and sufficient payment of retirement benefits. A unit increase in the 

number of years retiree put while in active service under the new pension scheme 

increases the probability of addressing the problems inherent in the old pension 

schemes by 3.881. This indicates that the new pension scheme is capable of 

addressing the problems inherent in the old pension schemes.  

3.2.5. Final Salary of Retiree (FSR) 

As expected, the coefficient of final salary of retiree was positive and also 

significant at 1% level suggesting that final salary of retiree determines the retirement 

benefits of retirees. This means that a unit increases in final salary of retiree increases 

the probability addressing the problems inherent in the old pension schemes 

pensioners by 1.539.  

3.2.6. Value of Retirement Savings Account at the time of retirement (VRSA) 

As expected, the coefficient of value of retirement savings account at the time of 

retirement was positive and also significant at 10% level. This implies that valuing of 
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retirement savings account by the new pension scheme will address the problems 

inherent in the old pension schemes pensioners by 1.579.  

It can be inferred in Table 7 that the new pension scheme has addressed the 

problems inherent in the old pension schemes in the study area. This finding supports 

the finding of [26] investigated the effect of the implementation of CPS on timely 

payment of retirement benefits, the effects of compliance with the Kano state pension 

and gratuity law 2006. The study aimed at examining the effects of the 

implementation of contributory pension scheme on the payment of retirement benefits 

in Kano State. The data for the study were generated from primary and secondary 

sources. The instruments of the primary data collection used were questionnaire and 

interview, while secondary sources made use of reports, books, magazines, gazettes, 

journals, research theses and dissertations and the internet. Data were analysed using 

descriptive and inferential statistical tools. Questionnaires were distributed on a 

sample of 118 respondents selected from 164 population of the study through a 

stratified and simple random sampling technique to test the hypotheses. Regression 

analysis tests result revealed that, compliance with the contributory pension scheme 

law significantly affects the payment of retirement benefits and that, implementation 

of CPS has significantly improved the timely payment of retirement benefits in Kano 

State.  

4. Conclusions 

Based on the results from this study, it was concluded that the new pension scheme 

has significantly contributed in addressing the problems inherent in the old pension 

schemes in the study area. While the old pension scheme was largely defined benefits 

and unfunded, the new scheme is defined contribution and fully funded. The new 

scheme is very portable and enjoys uniform application unlike the old which was not. 

In fact, employees who leave one employment for another or even dismiss from 

service have no fear of losing entirely their pensions or other retirement benefits under 

the new pension scheme. The regulation and supervision of the new scheme is by 

PENCOM whereas the SEC, NAICOM and JTB were jointly responsible for the old 

scheme. 

Recommendations 

In the light of the above findings, the following recommendations are made: 

a) Since the federal civil servants in Maiduguri enjoy prompt payment of 

retirement benefits (Lumpsum and monthly pension) at retirement, the new 

pension scheme should be sustain and maintain. 

b) The new Pension Scheme (contributory Pension Scheme) should be amended to 

feature all that was originally structured into it.  

c) The Federal Government should increase the pension of retirees because retirees’ 

expenses could increase at old age due to health challenges. It is, therefore, 

recommended that there should be welfare schemes or social security measures 

for retirees and aged people at old age, not only in the study areas, but 

throughout the country.  
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