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Original Research Article
PENSION FUND ADMINISTRATION AND INFRASTRUCTURE
FINANCING IN NIGERIA

ABSTRACT
The study investigated the relationship between sipen fund administration and
infrastructure financing in Nigeria. The study aesed four research questions and also
tested four hypotheses. The correlational resedesign was used for the study. The
population of the study consisted of all the liemhpension fund administrators in Nigeria. A
simple random sampling was used to select 108 nefgmis for the study. The secondary
data and questionnaire was used to elicit inforomaftiom the respondents after the reliability
and validity test. The research questions wereyaadlusing descriptive statistics, while the
hypotheses were tested using Pearson Products rooreglation vie SPSS at 95% level of
confidence. Findings from the study show that thisr&kelationship between Retirement
Pension Account and Return on Economic and Soaihdtructural Financing; also the
study found that there is a significant Relatiopdietween Superannuation Pension Account
and Economic and social Infrastructural FinancingNigeria With the pool of pension
funds, investment in infrastructure projects wi# bery meaningful and relevant to the
growth of Nigeria’'s economy.

Keywords. Pension fund Administration, I nfrastructur e financing, Economic growth

1. Introduction

Infrastructure financing in Nigeria is novel to boéconomic watchers and
researchers alike, as it has become a topical Qlssae of very robust
economic discuss. Similarly, infrastructure devedept as in developed
economies is a major gateway in enhancing econgmuwth. However, the
current state of physical infrastructure in Nigeig& challenging for the
achievement and realization of the lofty objectioe being among 20 top
economies of the world and the biggest in Africa.

But financing of infrastructure through budgetarsoypsion of the Federal
government is hardly enough to support the inftastre need of any nation,
thus, the need for an alternative funding by gonemnt among several funding
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sources. Pension fund is believed to be more sifiiedould be well managed
to finance infrastructure development in Nigeria.

(1) asserts that infrastructure represents thgsestof capital goods that serve
the activities of many industries. These includegolroads, rail roads, sea port,
communication networks, financial systems and eneigpplies that support
production and marketing for industries within tregion.

Infrastructure development in Nigeria is very keythe economic development
of the country, because it will accelerate growtlother sectors of the economy
through employment opportunities, income generatimerease household
participation in economic activities, encourage ngwestment across the
economy and growth.

Financing infrastructure is urgently needed to rt@iming an inclusive, healthy,
and productive cum robust workforce involved ingkarscale investment with
significant environmental impacts that can geneeatange of externalities in
the production and consumption pattern of the Nagerconomy. (2) has
estimated Nigeria’s infrastructure default to berM2.0 trillion per annum for
a decade. Although, infrastructure financing ishsae being within the purview
of government responsibilities, the trend in goweent capital expenditure
indicates a short fall in its capacity to bridgestefault. There is an increased
clamour by various stakeholders to close this gapxploring the use of long
term assets, which are normally provided by pendiomds and insurance
companies. In fact, the provision of such long téimancing has been attractive
to pension funds because it met their appetiterdbust portfolio mix, with
varieties of options.

Financing infrastructure with pension funds, arttdseprotected when there are
adequate de-investment of the infrastructure plostind the investment yield
long term and predictable revenue streams, whidichnthe long term liabilities
of pension funds. This has been the position of Nwegional pension
Commission (PENCOM) and is the focus of its medigon long term
perspective with regards to the role of pensiond$um the development of
Nigeria economy. (3) sees infrastructure from tleespective of social and
economic perspective whose investment enhances uatri@s economic
potentials, productivity, trade and investment alna¢ the overall wellness of
the people and the economy.

Infrastructure as the basic facilities which areassary for the development of
the Nigeria nation can be classified into sociall @ronomic infrastructure.
Economic infrastructure is the combination of bdailities which are helpful

in economic development of any economy and businesscludes facilities

like telecommunication, electricity, roads, railwayrport, energy while social
infrastructure is also the combination of basidlitaes which are necessary in
human development. It includes health care (Holspitaducation (schools)
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Housing, civil and utilities (sports facilities, ve# and waste water treatment)
correction and justice (pension, courts).

According to (4) sponsored by Oliver Wyman’s gloBask center, a growing

infrastructure gap threatens the long term devetpnof emerging and

developing economies, due to a combination of agm@structure, years of

under-investment by governments, and expanding lpbpns. It is estimated

that $53 trillion in infrastructure investment whle needed through 2030 to
support global economic growth. Unfortunately, isted public finance, weak

debt and equity markets, and restrictive commeiosadk capital requirement
are limiting traditional financing sources for ia$tructure projects.

Pension fund with estimated assets of over $6%otrilin organization for
economic co-operation and development (OECD) casat the end of 2009,
have the potential to be much greater source oitatajor urgently needed
massive investment in infrastructure. But theireisivnent must be supported by
transparent and long term regulatory frameworks.

Pension funds have recently enlarged its investruaeiterse to include new
assets classes in order to attract an increaseloh ynfrastructure financing is
one type of assets class that appeared to stckera with many pension plans
and pension funds investors. In Nigeria, robusnheocdc growth,
diversification and sustainable development canbetachieved without a
deliberate policy to match the long term pensiosets with infrastructure
financing. Investing in infrastructure has becomeew topic for pension funds
in recent years. Institutional investors have sthiio spread their investment
across a much wider spectrum of investments beybadtraditional assets
classes of equities, bonds, cash, and real estate.

A number of studies have investigated the admatisin of pension funds in
the developed economy (5, 6, 7) but only a fewaedees have examined the
association between pension fund administrationsaurstainable infrastructure
financing in less developed economy. It is possiiat in less developed
country like Nigeria, pension fund administratiohigh took after the Chilean
model of 1981 is not as efficient in attaining amneptimality in the objectives
of the model, given its potential to match longitepension assets with
infrastructure financing. Arguably, weak instituted support, investor
characteristics, transition problem, economic inftg, payment options,
limited scope of coverage, asset management arketireg are suggested to be
some of the constraints to pension funds and imfretsire financing in many
Anglophone Africa countries.

In Nigeria, few studies have investigated the refeship between pension fund
administration and infrastructure financing, buheaised economic and social
infrastructure as measures of infrastructure fimapc (8) examined pension
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administration and capital formation in Nigeria. eTinding revealed that
earnings on pension funds are not accessible iteestdue to weak legislative
laws on pension.

Previous study by olumiyiwa also examined the Najsr infrastructure
investment opportunity for fiduciaries of pensiamds. The study observed a
significant relationship between private infrastume financing of pension
funds and the regulatory framework, thus, indigatihat pension funds have
shown interest in increasing their exposure tosowent in infrastructure.

Since Nigeria has reported an impressive economowit) rate with the
invigorated fight against corruption and has shaémnsparency in governance
by the government of President Buhari, therefaresutstain this growth, Nigeria
need significant investment in infrastructure tlglogpension funds.

The main aim of this study is to ascertain the degof association between
pension funds administration and infrastructurearfiting among licensed
pension funds administration in Nigeria.

20 THEORETICAL FRAMEWORK AND HYPOTHESES DEVEL OPMENT

2.1 TheConcept of Pension Fund Administration in Nigeria

The issues of pension fund administration had vecesignificant attention in
many countries over the recent past decades. Tdrerehanges in the way
pension assets are managed and benefits distributieeineficiaries due to the
difficulties associated with the pension schemestiexg in each country. Many
countries have opted for different forms of conitdry pension scheme, in
which employees and their employers are expectgrhyoa certain percentage
of the employee’s monthly earnings to Retirementii®s Account (RSA),
from which they would be drawing their pension Hésafter retirement (9).

In Nigeria, (10) prescribed that an employee shounhdke minimum
contribution of 8% and employer 10% if the employinas that of the
government. The contributions provided an incopengion) on retirement that
Is treated as earned income and is taxed at thestons’ marginal rate of
income tax.

The pension system and administration in Nigermdxperienced some modest
growth since the introduction of the defined cdnitory scheme to replace the
pre-reformed defined benefit scheme. Pension a$sets grown from=R65
billion in 2006 to=ML.6 trillion in 2012. Registered contributors haakso
increased from 932,435 in 2006 to 5,888,491 in 20MRyeria’s pension
industry portends great opportunity for industgedwth.

Pension Fund Administrators are private organipatithat have been duly
licensed to open retirement savings accounts fgol@mees, they invest and
manage the pension funds in fixed income securitisied and other
instruments as the commission may from time to tprescribe; maintain all
books of accounts on all transactions relatinheogension funds managed by
it, provide regular information by it; provide rdguinformation on investment
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strategy to the employees or beneficiaries and mmdiyement benefits to
employees in accordance with the provisions ofAtie

(11) defined pension fund to represent savingspmyment of employees’
retirement benefits. An employee who leaves emptnbefore the required
retirement period, losses all retirement benefits.

2.2 THE RETIREMENT SAVINGSACCOUNT (RSA)

As specified under section 11 of Pension Reform(R&A) 2014, a retirement
savings account (RSA) is a deliberate account medday law to be opened
with a PFA by an employer with more than 5 emplsyd&éder the new Act the
employer and employee contributed into the RSA lod £mployee. An
employer may however elect to contribute the enti88o on behalf of its
employees. Prior to the recent announcement, f@nguoyee to gain access to
RSA, must be above 50 years of age. With the arosesuant, holders can
negotiate the mode of withdrawals or annuity. Theralso provision for initial
lump sum withdrawal. An RSA holder can gain temppiccess to the account
before retirement only when out of job for six muwhtbut the RSA balance
would be withdrawn before the age of 50 years. Apleyee may also choose
to retire before 50 years on medical grounds ire lmith the terms and
conditions of employment. In Nigeria, the RSA isreatly #4.4 trillion (12).

2.3 THE SUPERANNUATION SAVINGSACCOUNT

Under section 11 of PRA 2014, a superannuatiomgavaccount is a pension
protection fund which has been created under tineaet to include an annual
subvention of 1% of the total monthly wage bill paie to employees of the
fund. It is to guarantee a minimum benefit to cimiiors in the event of any
shortfall in the investment of pension funds. It asrequirement that a
superannuation fund be an indefinitely contributingd. The responsibility for
the administration of the release of benefits edbmain of the superannuation
fund trustee.

In his classification of pension fund, (13) opirtedt superannuating pension is
granted a worker who retires at the governmentcpiteed limit. In her paper —
“understanding the retirement savings account aetrement benefits
calculation under the contributory pension scheni&’”, (Mrs.) Tonia Smart
said upon retirement, a pensioner decides how hddwemploy his pension
assets. An annuity, which is a financial produogldes one to access the RSA
as it involves payment of pension benefits by ariged life insurance company.
The PFA pays out the lump sum and transfers the R&Ance to the life
Assurance company which then makes the monthlyigernsayment to the
retiree. It can also be indexed to carter for idla such that the amount
received each year increases by a certain perantdagey may be guaranteed
for a few years or for life, which contains a begjumotive as it “allows” the
retiree to bequeath some portion of his assetssimaving spouse or children
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or retailers. In retirement savings, this is theeese of superannuation — money
set aside over the working life to provide for metnent. (14) shows that an
annuity pays a guaranteed income for the rest efsolife, which continue
during the life of the annuitant. This type of @s¥ment for life is recommended
for people with money-purchase occupational pensieradded.

The disadvantage of an annuity is that the paynsefiked and the real value
may be eroded by future inflation. However, thergnteed income for life still
makes the annuity a valuable part of retirementrpla.

2.4 TheNatureof Infrastructure Financingin Nigeria

Infrastructure is the lifeblood of any economyras economy can grow and
develop without a reasonable stock of critical asfructure in transportation
(roads, rail, ports and airports), energy, watanitation and communication.
Where infrastructure is inadequate or ineffectiggpwth is affected and
people’s standard of living is negatively impacted.

The current state of infrastructure in Nigeria ildequate to drive the
country’s development aspirations. Nigeria’'s corfeastructure stock is 35 — 40
percent of GDP which remains below internationaldmenark of 70 percent of
GDP (15). |Institutional investors are interested wider spectrum of
investments by searching beyond the traditionadtadasses of equities, bonds,
cash and real estatels]. In the 1990s, strong stock markets were stippoof
the development of funded pensions and the allogsitito equities were
increased by pension funds in many countries. Tustof the TMT-bubble in
the early 2000s and the subsequent recession ledlstantial funding and
solvency problems for pension funds. Both sideghef balance sheet were
affected. Not only did asset prices fall but alemgon liabilities rose at the
same time (1)

Nigeria’s low infrastructure profile is attributed historically low public and
private spending. Roads, rails, aviation, maritieeergy, ICT, manufacturing,
agriculture, water, mining, housing, education, lteaecurity, among others,
require huge infrastructure spending that will mezhe limited and dwindling
revenues of the federal government amid fallingpaites, incredible stories of
oil theft and decline in oil and non oil exports|18

This event led to a major rethink of the assetcallion of pension funds.
Investors realized that they were often not welbt@cted against market
volatility, inflation and interest rate risks. Atd same time, investment experts
reduced the long-term return forcers for mainstresguities and government
bonds. As a result, many pension funds startecbod For new investment
opportunities (19). According to (20), investorslaeged their financing
universe to include corporate and high yield bormsaddition, the investment
industry started to offer new and alternative asketses for pension funds such
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as hedge funds, commodities, private equity, ceyreand tactical asset
allocation overlays, commercial loans, infrastroetufinancing, forestry
products, microfinance and other rich areas. Iivuasure financing seemed to
strike a chord with many pension plan directors @adnbers.

The introduction of the Contributory Pension Sché@@S) in 2004 has made a
large pool of long term funds available for investin Pension fund assets
increased significantly from-8L5.18 billion ($6.09 billion) in 2007 ta®62
trillion ($22.89 billion) as at May, 2013, whichditated a 232 per cent increase
with an average annual growth of 31.34 per cenmil&ly, the number of
registered contributors under the CPS increase®h$9 per cent from 2.8
million in 2007 to 5.6 million in May, 2013. As 2014 the total pension assets
was N5 trillion, according to Mrs chinelo Anohu,rBctor General, National
Pension Commission of Nigeria

Thus, lack of funding and financing for infrastuet is a symptom of deeper
problems that require new form of funds from pensssets. This will lead us
to the World Bank estimates that a 1 per cent as@ein a country’s
infrastructure stock leads to a 1 per cent incr@asige level of GDP.

Initially, the Regulation on Investment of Pensibund Assets allowed for

investment of pension fund assets in only coretadasses, namely, Ordinary
Shares, Money Market, Corporate Bonds, Federal (aowvent Bonds and Open
and Close End Funds. Subsequently, in view of tbednto ensure a more
diversified investment portfolio and the need favastments in the real sector
of the economy, the Regulation was amended in 20klow investments in

infrastructure Bonds and Funds as well as othezrredtive asset classes
(Supranational Bonds, and Private Equity Funds)wéi@r, for pension funds

to be invested in infrastructure, certain condgidmave to be met to ensure
safety and fair returns on investment, such asastfucture Funds and
Infrastructure Projects

2.4.1 Economic Infrastructurein Nigeria

The following presents an assessment of the stdEeanomic infrastructure in
Nigeria

a. Power Sector

Power supply in Nigeria is an exclusive responsgybilof the Federal
Government. After independence, the National HlecfPower Authority
(NEPA) managed the power sector for 75 years. Dysobr performance, the
government decided to deregulate the sector andANEd3 transformed into a
company called Power Holding Company of Nigeria (™ through the
electric power sector Act of 2005. The companyisnanage the power sector
and is fully deregulated with several private comea emerging to handle
different aspects such as generation, transmisanuh distribution. For poor
implementation, at the moment, Nigeria faces aoserienergy crisis due to
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declining electricity generation from domestic poyéants. Power outages are
frequent and the sector operates well below itsnas¢d capacity. The current
power generation in the country is about 4000mwgeNan electricity
consumption per capital is 111kwh, which is onehaf lowest in sub-Saharan
Africa. This low level of consumption is the resoftsuppressed demand raised
by deteriorated electricity supply infrastructura@sigeria has 5900mw of
generation capacity, three hydro-based and fivertakplants (21).

(22) Observed that power is currently provided in Miget the cost o&=R3
billion and sells for only=N billion, hence full deregulation of the sector is
planned by government. Also, the projected Pediema energy demand is put
at between 28,000-31,000mw by 2015. While the Etztt council of Nigeria
(ECN) has indicated that at the growth rate of ¥@¢uired to meet the MDGS,
Nigeria’s peak demand will be in the range 175,008;000mw by 2030. The
poor state of power and other infrastructure in tomintry has indirectly
increased the cost of doing business, consequendpy industries have
relocated. These imply loss of job and revenuééogovernment.

b.  Transport: Nigeria’'s transport infrastructure is in need ofdamization.
Weak transport infrastructure has a detrimentakichpn the economy, raising
business costs and increasing time to market, dk asereducing investor
confidence. In the road sector alone, the OECDmadgtid in 2006 that
inadequate investment and maintenance could led&$&570 million in vehicle
operating costs and road accidents. Assessméhe dfansport sector in many
modes show that the country has fallen well belmeérnational benchmarks.
The decay of the transport infrastructure is assalt of many years of under-
investment and bulk of maintenance. For instandee tagos-lbadan
expressway (a federal road) was opened to thequbli981 and considered for
maintenance 30years later. Nigeria has a total leagth of 193,200km. This
comprises of 34,123km federal roads, 30,500km gtaaels and 129,577km
local government roads. At 2005 budget estimateag projected that over the
next 10 years=B00 billion will be required to maintain nationaads. Again,
the country’s rail system has almost leased totfon@lthough efforts are on to
revive the railway system in Nigeria. The railwagwnaccounts for less than
1% of land transport with 98% of goods transpotigdoad. The Air transport
in Nigeria also suffers similar fate of decay. Tadeess the issue, the federal
government as well as state governments is engamgingrogrammes of
development in cooperation with private sector.

2.4.2 Social Infrastructure

a. Education and Health

It is observed that education sector in Nigeria baperienced considerable
neglect occasioned by a confluence of factors g@atintandem but especially
the decline in infrastructure. A cursory look At thealth sector in Nigeria
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shows that the sector suffers from inadequate tnetctilities. The first
empowerment of the people is their health. Headththie basis from which
economic growth can happen. Businesses need Wgmdtple to grow and be
productive. The total expenditure on health ¢areurrently 4.6% of GDP. In
2011, when the population of the country was &lidbove 160million, there
were 13,703 public primary health care centrehendountry and 904 tertiary
health care centres. Only 45.9% of the populati@as kAccess to medical
facilities in the county (National Bureau of stitis2009

b. Water and Sanitation

Water and sanitation are also critical to econogrowth. A study of the

provision of improved drinking water, householdswected with water and
sanitary facilities in Nigeria in comparison witther 60 top economics showed
that the country ranked among the lowest (FGN, 20B&tional Bureau of

statistics records, that an average household g KBtate of Nigeria have no
access to good water and sanitation based on Wlid6datds. The study
showed that a household in Nigeria spends an asava@5Sminutes per day,
445 minutes per week, 1820 per month and 21840 tesnper year to fetch
water. Also between 1990 and 2008, access to impr®anitation declined
from 39% to 36% (National Bureau of Statistics, 00

2.5 TheRoleof Infrastructurein Economic Development

Infrastructure is an umbrella term for many ackeat usually referred to as
“social overhead capital” by development economiBtgcisely, infrastructure
refers to a network of transport, communication gnblic services, all
functioning as a system or as a set of interrelatetimutually beneficial series
provided for the improvement for the general wetligeof the citizens (23). The
adequacy of infrastructure helps to determine atgis success or failure in
diversifying production, coping with population gh, reducing poverty and
improving environmental conditions. Indeed, soaof@®mic development can
be facilitated by the presence of infrastructureSeveral studies have
investigated the administration of retirement sgsiraccount. The findings
revealed that the strategic financing of infradiee from pension funds
scheme would generate multiple economic benefly. (

Pension funds can have positive impact on theauogrihrough: generation of
savings that leads to capital accumulation and dnggromotes investment.
Transfer of resources in favor of long-term ass&tsld have significant impact
on GDP growth. Shift to long-term assets tencettuce the cost of capital and
increase the availability of equity and long-terebtifinancing to companies,
and hence promotes growth.

Contributory pension fund administration could augst other increase demand
for new investment outlets, stimulate innovationl a@evelopment of new long
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term instruments, Increase market integrity/trarespey and corporate
governance, re-enforcement of Improved regulatiod aupervision of the

market and its efficiency, Creation of domestic titn§onal investors

(PFAs/CPFAS) with long term focus, moderate stoekk®at and price volatility

and trigger the modernisation of capital marketasfructure such as clearing
and settlement.

Similarly when pension funds are invested and madagy pension funds
administrators, it brings about increase in capitalestment and labour
productivity, development of labour intensive -logroductivity “informal
sector” to a capital intensive, high productivifgrimal sector”. Availability of
long-term financing will simplify government deficfinancing through the
iIssuance and purchase of government securitieghdfarore, there is an
international portfolio of investment which lead tisk reduction to pension
funds, reduction of volatility of returns and aslivas qualitative developments
in the financial markets, financial innovation, éepment of corporate bonds
market, development of indexed instruments, beiteounting and auditing and
better information disclosure and efficient prosmsof liquidity.

Conceptual Framework

Pension Fund Infrastructure
Administration (PFA) Financing (IF)
Retirement Saving > Economiclnfrastructure
Account(RSA) Financing (EIF)

Superannuation Social Infrastructure
Pension Account Financing (SIF)
(SPA)
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Source: Conceptualized by the Researcher, 2014.

Based on the above literature, the following hype#s are formulated.

HO,. There is no significant relationship betweenregtient saving account
(RSA) and economic infrastructure financing (EIF).

HO,: There is no significant relationship betweenregtient saving account
(RSA) and social infrastructure financing (SIF).

HOs;: There is no significant relationship between sapeuation pension
account (SPA) and economic infrastructure finan¢kigr).

HO4,: There is no significant relationship between sapeuation pension
account (SPA) and social infrastructure financitig) S

3.0 Research Methodology

The target population for this study includes atiehsed pension fund

administrators (PFAS) in Nigeria. A total of 25ditsed PFAs were identified as
posted on the web portal of the National Pensianmission (Pen Com). Due

to the difficulty of conducting a meaningful studg the entire population due
to lack of data, the researcher decided to resttanstudy to an accessible
population using the simple random sampling teammigConsequently, the

accessible population of this study constituteseigat (8) licensed and certified
PFAs located in Rivers State. They include:

ARM Pension managers PFA Ltd

Fidelity Pension Managers PFA Ltd

Aiico Pension

IBTC Pension managers PFA Ltd

Leadway Pension PFA Ltd

Sigma Vaughn sterling pension Ltd

Oak Pension Managers Ltd.

Premium Pension Ltd.

ONoGhwWNE

The Taro Yamen’s formula can be used to deternmitili sample size from a
heterogeneous population (Baridam, 2008). Theretbee sample size for this
study from a population of 148 employees is derithbedugh the Taro Yamen'’s
formula:
N
n=1+ N (e)

Where n = sample size sought
N = population size
e = level of significance (0.05)
Applying the above formula, the sample size is gias;
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148
N=1+148 (0.05)

n =108.02
n =108
One hundred and eight (108) copies of the quesdioes were distributed to the
respondents (employees). The respondents in thdy sire mainly managers of
the company who understand the purpose of invegtamgion funds an assets
as enshrined in the guidelines issued by the Naltigension commission
(NPC). Thirteen (13) copies of the questionnairesewsent to each of the
companies except IBTC and Premium pension thafitt@sn copies each. Both
companies have large asset base comparable ts.other

The data used in this study were collected frath lprimary and secondary
sources.
Primary data were obtained from respondents thrabhghadministration of
well-structured questionnaires.
Secondary data were obtained from the annual alflinancial statements of
the PFAs . The study data covered a period of(BYyegears from 2009-2013.
The questionnaire was structured using the 5-polsert scale ranging from
strongly agree to strongly disagree.
The reliability of the survey instrument was evahoh using test re-test
technique, which shows that the instrument has#ficent of 0.88
Also the audited annual financial statements ofRRAs and the PRA (2004)
fact book as amended are highly reliable data h@steument for obtaining
secondary data because of the consistency ofdbeient.
MODEL SPECIFICATION
To empirically explore the accounting implicationf gension fund
administration and infrastructure financing amon&AP in Nigeria, the
economic model to capture the nature of the relatigp between the variables
is stated in the functional form as follows:

EIF = f (RPA) - 1

EIF = f (SPA) - 2

SIF = f(RPA) - 3

SIF = f(SPA) - 4

From the above functional relationship, the ecormomodel are:
EIF = a,+a, RPA+Ut-5

EIF = B, + B SPA+Ut-6

SIF = A + ARPA+ U -7

SIF = g+ SPA+U1t-8
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Using equations 5 to 8 above, the mathematical forthe model are specified
as:

EIF = a, + a, RPA -9

SIE = A + A, RPA -11

SIF = g *+ 0 SPA - 12

Where

EIF = Economic infrastructure financing
SIF = Social infrastructure financing
U,t = Error term

a, B, A, 9o = intercepts

a,, + B,, A, 0, = slope or coefficients

From equations 9 to 12, it is expected that? A& add 5 o,

That is an increase in

RPA to increase EIF and SIF

SPA to increase EIF and SIF

The hypotheses were analyzed using Pearson Prtunent Correlation
Coefficient and tested at 0.05 alpha level of digance, through the use of
SPSS.

4. Result and Discussions

The result of hypothesis one shows a correlatieffioeent ® = .368, P=.001
and significant at .005 for two tail test (< .09)he findings indicate that
retirement saving accounts would positively infloerfinancing of economic
infrastructure in Nigeria by 36.8 %.(appendix 2)

Appendix 2 also revealed ® = .586, P = .002 fordigpses two which shows
that social infrastructure financing is positivedigned to Retirement Saving
account by 58.6%. Also, a correlation ® = .566; P01 for hypothesis three.
This result indicates that 56.6% of economic irtfiagure is funded by
superannuation pension account in Nigeria. Hymh&ur shows that ® =
517 P =.000, thus 51.7% of social infrastructgréunded by superannuation
Pension Account.

This finding in hypothesis one is consistent witte tfinding of (3), which
showed that pension funds could unlock the econgmdtock of creative and
innovative investments. This suggests that penkiods are veritable sources
of long term funding of various developmental potgein Nigeria such as
infrastructure and housing development and multygleefits in (24).

The result of hypothesis two shows that retirensawings account (RSA) is
positively related to social infrastructural finamg.
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The economic implication of this result is that &very unit increase in social
infrastructure financing (SIF), Retirement savidgount (RSA) increases by
wide margin. This is the “marginal effect” of Retinent savings Account on

social infrastructure financing. This finding ispgorted by(2°) Which show
that pension fund investments in domesticated eguihave improved the
Nigerian economy.

Financing social infrastructure enhances humanitataplevelopment and
healthy living standard. A vibrant economy mustsheported by educated and
healthier workforce.

The result of hypothesis three indicates thaesumuation savings account
has a strong, positive and significant correlatrath economic infrastructure
financing. This is the marginal influence of supgmaation savings account on
economic infrastructure financing; the finding bfst study is supported by the
findings of (23).

This result of hypotheses four in appendix 2 shdWwat superannuating
pension account is positively related to socialasfructural financing.

It indicates that superannuation saving accounatsisong positive and
significant correlation with social infrastructureancing. The result of this

finding corroborates the previous findings of Gyag) SOcial infrastructure
projects deliver public infrastructure assets agises in exchange for a
revenue stream paid directly by the public se@smpposed to ‘economic’
infrastructure, which collects revenues from enersisExamples of social
infrastructure include schools and hospital buddinocal services such as
street lighting and waste management and evengnbhsport. Instead,
economic infrastructure tends to include toll rgaaits, airports or power
generation.

Whereas, there is positive correlation betweeniparassets and infrastructure
financing in Nigeria, the level of infrastructurevestment is still low. When
asked, the Director General, National Pension casion in the world pension
summit, Africa special 2014, she said Pencom wascesing a lot of caution,
while also thinking of how to channel the fund istacial needs. “We are trying
to see how we can leverage domestic financingustasnable infrastructure
growth”. She explained that while the commissiors \eking for

infrastructure instrument to invest the fund irerihwas a need for government
to provide some form of guarantee for owners offtimel. People might be
worried as a result of the new government of Pesgi¥lohamadu Buhari, there
was a need to create an enabling environment ¥@stors. Youth
unemployment is high, jobs needs to be createdgertd. The perception of
some investors is that Nigeria is still negativeefk is the issue of corruption
and the security situation which the current adstration is determined to
solve.
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Efficient allocation of scarce resources in a lapg®l of needs is a settled
economic principle. To achieve this, Nigeria needisastructure investment in
pension funds. A good pension fund management aithandate to operate,
pool all local government, state governments, &ad@ifal government resources
in infrastructure will have the scale to direct eieypments across all spheres of
the Nigerian economy.

5. Conclusion

The importance of increased funding for capitatasfructural projects cannot
be overstated. It is also important to create iefficmechanisms in the way the
various tiers of governments invest in infrastroetu Since infrastructure
financing is a complicated type of loan, Bankers #@s type of loan as very
risky. Pension funds are most suitable for primand building of major
infrastructure in Nigeria.

With the pool of long-term funds through pensiomds, investment in
infrastructure projects will be very meaningful aredevant to the growth of
Nigeria’'s economy. Government should put an engldinvironment to ensure
transparent and efficient management of pensiodsfun order to protect the
interest of various stakeholders. There shouldttmag regulatory enforcement
to punish offenders of pension management and tgdadilding to manage
infrastructure investment. The hope is that a styoolitical will and action plan
will open a new era of innovation and developmértigeria’s infrastructure.

6. Recommendations
We therefore recommend as follows: Governmentlghou
1. Provide a sound institutional and regulatory iemment for
infrastructure financing, including facilitating @ss to infrastructure
funds.
Decide on the utility and nature of potentidfastructure asset.
Ensure public, private and institutional supgdortthe infrastructure and
choice of financing.
4. Make public/ private partnership work by promgti  transparency
and good contractual arrangement.
5. Remove unnecessary restrictive quantitativetdimiich as asset category
ceilings.
6. Encourage improvement in knowledge and undedstgrof pension fund
stakeholders, and supervisorsinfrastructure assets.

W
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739 Appendix 1 gymmary of Ratings obtained from the 140 respondents on

740 - . . . . . ..
infrastructure financing in 8 licensed Pension Fund Administrator (PFAS)
741 S
IN Nigeria
Economic Infrastructure Financing Social Infrastructure Financing
SIN Pension Fund 2009 2010 2011 2012 2013 Total Aveg. 2009 2010 2011 2012 2013 Total Averg.
Administrators
1 ARM PFALTD 10 142 125 160 108 160 695 139 154 019 147 153 215 859 171.8
2 AlICO PFALTD 17 99 170 125 114 105 613 1226 160 141 110 161 175 747 149.4]
3 FIDELITY PFA 12 160 127 175 104 184 750 150 144 170 184 1P1 1p8 727 145.4
LTD
4 LEADNACY PFA 14 171 210 155 195 116 847 169.4 200 183 183 M4 7 10 787 157.4
LTD
5 OAK PFALTD 12 300 106 185 180 300 107% 214 125 111 102 120 103 561 112.2
6 PAL PFALTD 24 119 126 170 109 144 669 133(6 150 109 109 200 105 673 134.6]
7 PREMIUM PFA 5 170 106 109 108 102 595 119 160 136 110 214 107 27 71 1454
LTD
8 TRUST FUND 10 134 120 126 136 138 654 130.8 158 109 183 216 9 1 792 158.4
PFALTD
TADTAL 104 1295 1090 1209 1054 1249 1248 1149 1128 1299 1049
/
/
746 ; o P ; ; L
747 Summary of Data on pension Fund Administration in 8 licensed Pension Fund Administrator

(PFASs) in Nigeria

Superannuation savings account SSA

Retirement savings account RSA
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SIN_ | Pension Fund 2009 2010 2011 2012 2013 Total | Averg. 2009 2010 | 2011 | 2012 | 2013 Total Averg.
Administrator
s(PFA)
1 | ARMPFA 3772 9.930 | 12867 12.918 12.91 52.40 10.481 0.195 0.905| 1.922 203 1.042 6.10 1.23
LTD 6
2 | ALLCOPFA 1537 1538 1.539 1.540 2.766) 8940  1.784 0.181 82.] 0.183| 0.184| 0247 0.977 0.197
LTD
3 | FIDELITY 0.303 0.290 0.407 1.150 1564 3714 0748 (0.226) .00 | 0.006 | 0.001] 0.002 (0.215 (0.043
PFALTD
4 | LEADNACY 9.296 9.297 9.298 9.299 12.73 49.92 9.985 1.450 1.451| 1454 1.45 1.007 7.41p 1.48
PFALTD 7
5 | OAKPFA 29562 | 29563 123.75 124.750 | 125.750| 433.3 86.675 0.426 0.427| 1.892 1.89 1.894 6.532 1.3
LTD 0 75
6 | PALPFALTD | 0.323 0.324 0.326 0.327 0.535 1.885 .360 0.292 0.297| 0399 097 1.978 3940 0.78
7 | PREMIUM 0.504 0.986 0.629 1.019 1.020] 4198  o0.831 1.021 221.0 1.032| 1.042| 1152 5.269 1.053
PFALTD
8 | TRUSTFUND | 1.423 3557 2.849 7.694 1.277) 16.40 3.360 0.432 0.693| 0949 167 24111 6.15 1.23
PFALTD 0
TOTAL 46720 | 55.485 158.607 | 158.568 20547 | 4.979 | 7.827 | 9.264 | 10.333
748
749
750
751
752
753
754
755 APPENDIX 2
756
757 Correlations
758
759 [DataSet5] C:\Users\EMERALD | NSTI TUTE\ Document s\ Cbah. Godspowe. sav
Descriptive Statistics
Mean Std. Deviation N
RSA 30.06 5.44 108
Eco. Infrastr. Fin 29.46 4.46 108
Social Financing 31.06 4.61 108
SPA 32.10 441 108
760
761
762
763
764
Correlations
Eco. Infrastr. Social
RSA Fin Financing SPA
RSA Pearson Correlation 1 368" 586" 576"
Sig. (2-tailed) .001 .002 .000
N 108 108 108 108
Eco. Infrastr. Fin Pearson Correlation 368" 1 437" 566"




765
766
767
768
769

Sig. (2-tailed) 001 005 001

N 108 108 108 108
Social Financing Pearson Correlation 586" 437" 1 517"

Sig. (2-tailed) 002 005 000

N 108 108 108 108
SPA Pearson Correlation 602”7 566" 517" 1

Sig. (2-tailed) 000 001 000

N 108 108 108 108

**_Correlation is significant at the 0.01 level (2-tailed).
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