
Pension Reform Process in Nigeria: Transition From 

Defined Benefits to Defined Contribution

BY

M. K. Ahmad

National Pension Commission

Abuja ïNigeria 

5 February, 2008 1
IOPS Workshop on Pension Supervision, Dakar



OUTLINE

ÅRationale & Objectives of Pension Reform

ÅKey Policy Options

ÅComparing the Old and the New Schemes

ÅInstitutional Framework  for Management & Custody 

of Pension Assets 

ÅTransition Arrangements

ÅPension Reform Implementation Efforts

ÅTransition  Challenges

ÅProspects of the DC Scheme

5 February, 2008
2

IOPS Workshop on Pension Supervision, Dakar



3333
33

Rationale & Objectives of Pension Reform

Pension 

Reforms

ÁMost schemes were under or unfunded

ÁUnsustainable outstanding pension liabilities

ÁWeak and inefficient pensions administration 

ÁDemographic shifts and aging make defined benefit scheme 

unsustainable

ÁMost workers in the Private Sector not covered by any form of 

retirement benefit arrangements

ÁSchemes not regulated

ÁEnsure that every worker receives his retirement benefits as and

when due

ÁEmpower the worker & assist workers to save in order to cater for 

their livelihood during old age 

ÁStem the growth of pension liabilities

ÁEstablish uniform rules, regulations and standards for 

administration of pension matters

ÁSecure compliance & promote wider coverage

Reform  Objectives

Rationale for Reforms
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Key Policy Options

ÅNature of Reform

ÅParametric  or  Major Reform

ÅSpeed of Transition

ÅRadical  or  Gradual

ÅRates of Contribution

ÅPhased in or Initial  reasonable  rate  

ÅFunding Transition including accrued pension 

rights
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Comparing the Old and the New Schemes

Old Scheme New Scheme

Type Largely Defined Benefit Largely Defined 
Contribution

Funding Mostly unfunded & PAYG Contributory & Fully Funded

Membership/

Coverage

Voluntary in private sector i.  Mandatory for all 
employees in public & 
private (>=5 staff) sector

ii. Exempts: Pensioners & 
those with 3 yrs to retire  

Pension Portability Not Portable Personalised & Very 
Portable

Management Largely State & Management & 
Union Influence

Private Sector & Individual 
Choice

IOPS Workshop on Pension Supervision, Dakar


