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Pensions have never been far
from the headlines in recent
years — for good reasons. Well-
publicised scandals over the
misuse of pension fund assets,
the inappropriate selling of per-
sonal pensions and a rising (and
well-founded) fear that we are
not saving enough for our
retirement have produced a
plethora of policy responses and
new regulatory standards. This
journey is far from over.

New regulation is looming
from FEurope and auto-enrol-
ment - the Turner Commis-
gion's plan for tackling the
problem of under-saving - is
just around the corner. Demo-
graphic trends will also drive a
growing appreciation of the

importance of pension reform. .

Britain is becoming an ageing
society. We have to ensure that
we make proper provision for
these extra years of life that we
can all look forward o enjoy-
ing. Pensions are destined
therefore to remain in the spot-
light of media and public con-
cern as policymakers continue
to ensure the highest standards

of probity and trust are main--

tained.

As if this was not enough to
occupy the minds of those
entrusted with the arduous
responsibilities of  pension
scheme governance, markets
have shown extraordinary vola-
tility in recent years, making
the job of balancing assets and
liabilities,  particularly in
defined benefit schemes excep-

tionally challenging. Effective
pension scheme governance has
therefore mnever been more
important to the health and
well-being of both our economy
and our society than it is today.

So the publication of a book
on the subject is apposite. In
Good Governance for Pension
Schemes, Paul Thornton and
Donald Fleming have brought
together an impressive list of
thoughtful contributors from all
the key disciplines that impact
on the work of pension adminis-
trators — legal, financial, actuar-
ial and regulatory. The result is
an excellent compendium of
advice and best practice based
on a full and fascinating analy-
sis of both markets and regula-
tory frameworks.

This contribution
merits a place on the
desk of everyone
working in pension
governance today

Much of the book’s focus and
emphasis is on the governance
of defined benefit (DB) schemes.
Although the future for private
sector pensions is now clearly
set on a defined contribution
trajectory, with investment risk
being effectively transferred
from employers fo employees, it
is always worth reminding our-
selves that there are millions of
workers and pensioners in the
private sector who still depend
on a DB pension for some or all
of their retirement income and
will do so for decades to come.

Good governance, as John
Asheroft (formerly of The Pen-
sions Regulator), Juan Yermo
and Fiona Stewart (Organisa-
tion for Economic ‘Co-operation
and Development) rightly point
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out in their contributions can
lead to both improved returns
for scheme members and lower
administrative costs. However,
the benefits of good governance
go well beyond the economics.
It can help foster greater trust
and confidence in pensions as a
whole — a vital part of encourag-
ing the new savings culture our
times call for.

The material on managing
investment and longevity risk,
authored by Roger Urwin (of
Towers Watson), Dawid
Konotey-Ahulu (Redington Part-
ners), Chinu Patel (independent
consultant) and David Collinson
(Pension Insurance Corpora-
tion), goes right to the heart of
the issue of good governance
and to the book itself. All DB
schemes require effective means
of controlling and managing
risks. These risks are real and
formidable and need to be
understood by scheme adminis-
trators and- scheme members
alike. The details of risk analy-
sis, liability driven investing
and profiling, and hedging are
set out with clarity and preci-
sion, providing a useful refer-
ence point in a subject that is
oftenn impenetrable to most of
us.

Overall, this scholarly contri-
bution merits a place on the
desk of everyone working in the
field of pension governance
today.
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