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Managing Risk while Fulfiling Value Creation and  
Sustainability Expectations of Stakeholders –  
The Case of UK Occupational Pensions 

Patrick J. Ring* 

Introduction 

Recent trends in national pension provision have witnessed a gradual reduction in 

state/public pension provision alongside an increase in funded, and predominantly 

individualised, private pension provision (Hassel et al. 2019, 484). The implica-

tions of these developments for pension welfare has, in turn, led to greater scrutiny 

of the governance of private pension plans and its implications for pension fund 

performance (Clark/Urwin 2010). 

At the same time, the effects of recurrent financial crises on pension funds and 

the welfare of savers have drawn attention to the importance of risk management 

in pension schemes. It is acknowledged that stronger risk management frame-

works could have prevented some of the significant losses suffered by funds, and 

thereby pension savers, during the last financial crisis (Stewart 2010), and the 

OECD’s guidelines for pension fund governance highlight the significance of risk 

management as a governance mechanism (OECD 2009). 

The concept of risk governance emphasises the need to understand risk man-

agement and its outcomes in the context of the institutional governance of multiple 

actors with divergent interests acting in an array of settings. Private occupational 

pension schemes are an ideal context to assess the benefits of this analytical ap-

proach. In the UK, for example, occupational pensions generally comprise a com-

plex nexus of agency relationships involving different entities and persons en-

gaged in the functioning of the scheme. Trustees or managers, whilst responsible 

for the pension fund and payment of benefits to beneficiaries, generally delegate 

actuarial, investment and administration tasks to third parties. This presents a com-

plex mix of both governance and risk management issues. 

At the same time, the significance of pension provision as an instrument of so-

cial welfare enables an examination of the importance of risk governance as a nor-

mative concept. In addressing both ‘technical’ and ‘non-technical’ aspects of risk 

in understanding the needs and interests of stakeholders (Klinke/Renn 2021, 550), 

it draws attention to the teleology through which risk is framed and the implica-

tions for the principles and processes by which risk is understood and managed.  

 
* Dr. Patrick J. Ring is Researcher and Reader in Financial Services at Glasgow Caledonian Uni-

versity, United Kingdom. 
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Consequently, this note sketches out several aspects of occupational pension 

schemes in the UK that, when considered within the ‘frame’ of risk governance, 

illustrate both the importance of the concept and some areas for future research. It 

begins by briefly describing recent developments in UK occupational pension pro-

vision. Thereafter it considers first the analytical potential of the risk governance 

as a concept, and second its normative qualities. There follows a discussion of the 

importance of contextualisation of any discussion of risk governance. Finally, con-

sideration is given to the implications for the risk governance research. 

Occupational pension provision in the UK 

Occupational pension schemes in the UK are trust-based arrangements in which 

the trustee(s) legally own the pension fund’s assets and must administer them 

solely in the interest of the beneficiaries of the trust. The schemes are ‘sponsored’ 

by employers who, along with their employees, make the contributions which 

form the pension fund. The schemes can be either defined benefit (DB), promising 

a steady pension income in retirement, or defined contribution (DC), offering each 

beneficiary an income based on the size of accumulated investment. In the former 

case, the pension ‘promise’ is underwritten by the employer and there are signifi-

cant obligations on both the employer and trustees regarding the maintenance of 

the scheme’s funding. In the latter case, the beneficiaries’ income depends on in-

vestment returns, which in turn depend on the investment decisions of scheme 

members choosing to invest from a range of investment funds made available by 

the scheme trustees. 

The distribution of risk falling mainly upon employers in DB schemes has seen 

the demise of these schemes in the private sector, with employers shifting to DC 

provision. This trend has accelerated with the introduction in 2012 of a require-

ment on all employers to automatically enrol their employees into a workplace 

pension. This has created an additional 10 million pension savers, primarily in DC 

schemes, most of whose contributions are invested in ‘default’ funds established 

by the pension scheme. This has brought with it an increasing focus on the gov-

ernance of DC schemes to try and ensure their funds deliver good value for money 

and scheme members achieve appropriate outcomes in retirement (Ring 2015). 

Corporate governance and risk management in occupational pen-
sion schemes 

The governance framework of UK occupational pensions combines the traditional 

law of trusts with more recent specific pensions legislation. As the significance of 
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private pension funds for welfare in retirement has increased, successive UK gov-

ernments have acted to protect the interests of pension scheme beneficiaries by 

circumscribing traditional trustee discretions and introducing more formal regula-

tion governing the behaviour of trustees. As Clark (2022, 131) points out, The 

Pensions Regulator (TPR) in the UK “has sought to frame the governance of pen-

sion funds in terms consistent with public and private corporations.” The influence 

of TPR is important since, notwithstanding the comparison with corporations, pen-

sion schemes are not subject to the same market disciplines typical of shareholder 

control and therefore regulatory governance requirements are more significant. 

The effect of the 2008 financial crisis on pension funds only emphasised this issue 

and increased regulatory focus on occupational pension schemes. The OECD also 

recognises the importance of “the principles of healthy steering of occupational 

pension schemes, considering the multiple interests (employers, affiliates, funds) 

that are involved.” (Autenne 2017, 159). 

As a result, there has been a very definite focus by TPR on risk management in 

pension schemes: 

 

“Good risk management is a key characteristic of a well-run scheme and an 

important part of your [trustees’] role in protecting members’ benefits. By hav-

ing an adequate system for managing risk, you will be able to keep scheme 

assets safe and protect the scheme from adverse risks.” (TPR n. d.)  

 

This has led TPR, at times, to ‘mix the substantives’ (Stein/Wiedemann 2016, 

820) of risk management and corporate governance. As a result, TPR guidance on 

the governance of risk has been characterised as a matter of documenting internal 

controls, using a risk register to log risks, and regularly discussing key risks. (TPR 

n. d.). Yet, elsewhere, an important aim of TPR in deploying the tools of govern-

ance and risk management has been to protect the interests of beneficiaries and, in 

the case of DC schemes, deliver good value investment options and help consum-

ers achieve better outcomes to provide security in retirement (Ring 2015).  

In this context, risk governance has much to contribute as an analytical ap-

proach, enabling “the improvement of rigor in the research of corporate loss min-

imisation and value creation under the contemporary conditions of multi-political 

dynamic environments” (Stein/Wiedemann 2016, 820).  

Risk in occupational pension schemes 

The wider social welfare issues addressed by UK occupational pension schemes 

also provides an opportunity to examine the conceptual and practical potential of 

risk governance to “address the technical as well as nontechnical aspects of risk, 
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to meet the challenge of how to accommodate stakeholders and citizens” 

(Klinke/Renn 2021, 550). 

In the UK, the management of pension risks has generally been situated within 

a financial framework. Employers sponsoring DB schemes have looked to manage 

and curtail the risks associated with the ‘promise’ underpinning those schemes, 

that is their legal and financial/accounting liabilities. In DC arrangements, behav-

ioural economics has been drawn upon to guide savers towards making better de-

cisions as a means of improving investment returns. 

Correspondingly, TPR has focused on detailed requirements concerning DB 

schemes’ funding position to ensure the benefits of members are protected. As 

regards DC schemes, in recent years detailed obligations have been placed on trus-

tees to help ensure individuals achieve ‘good outcomes’ and that their investments 

represent ‘value for money’ (Ring 2015). Indeed, it has been argued the fiduciary 

duty of trustees enables them to consider the interests of beneficiaries beyond the 

purely financial, and recent climate reporting requirements placed on pension 

scheme trustees also appear to begin to direct the attention of trustees to outcomes 

beyond simple financial returns. Yet such debate itself may still elide broader so-

cial welfare issues. 

A graphic illustration is the current dispute between UK universities and their 

employees over the future benefits to be provided from the University Superannu-

ation Scheme pension scheme, a DB scheme. Employers argue current benefit lev-

els are unaffordable and have to be reduced going forward, and employee repre-

sentatives argue they are affordable. Much of the argument is based around dis-

puted actuarial valuations of the pension scheme, valuations that predict the future 

investment returns and liabilities of the scheme over the lifetime of the existing 

members. Although the debate is framed financially, neither side’s calculations 

are an accurate representation of the position, but simply different actuarial esti-

mates of what the position is likely to be decades into the future. The matter could 

therefore be more usefully framed as: what is an acceptable level of risk, and how 

should it be distributed between the parties (Miles/Sefton 2021)? 

Risk governance’s “focus on knowledge about risk, which is knowledge about 

potential futures and the lack of knowing which of these futures will actually ma-

terialize” (van Asselt/Renn. 2011, 455) provides a framework within which such 

discussion can take place. It demands a priori discussion about the needs and in-

terests of stakeholders both at a microeconomic level (Stein et al. 2019, 1229) as 

well as the macro-institutional societal level envisaged by the International Risk 

Governance Council (IRGC 2005). Occupational pension schemes are a signifi-

cant area for research in this regard, presenting the challenge of combining the 

micro-institutional concerns of the stakeholders with a direct interest in the pen-

sion scheme, and broader social welfare policy imperatives of national retirement 

provision. 
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Institutional logics and the contingency of risk governance 

Van Asselt/Renn (2011, 443) suggest that “Risk governance can be defined in two 

ways: (1) as the critical study of complex, interacting networks in which choices 

and decisions are made around risks and (2) as a set of normative principles which 

can inform all relevant actors of society how to deal responsibly with risks.” 

If the a priori discussion outlined in the previous section allows us to discern 

van Asselt/Renn’s normative principles, then it is only a situation-specific analysis 

of the complex nexus of agency relationships involving different entities and per-

sons engaged in the functioning of any particular institution that can provide an 

understanding of how those principles are mediated by the incentives, judgement, 

decision-making, communication and transparency that informs daily risk man-

agement practices and their governance. Those principles are both formed by, and 

discovered through, the risk practices and governance processes of an institution. 

Following Boholm et al.’s (2012) discussion of risk governance in practice, oc-

cupational pension schemes are an obvious example of ‘interconnected activities’ 

in which a range of groups and individuals are involved in sense-making processes 

and practices through which they establish and maintain the purpose, or ‘logic’ of 

their endeavours. Understanding the myriad inter-related practices, processes, and 

subject identities inherent in the delivery of occupational pension provision pro-

vides a fertile subject area in which to examine the potential of risk governance as 

a means of better understanding risk outcomes resulting from complex organisa-

tional behaviour (Boholm et al. 2012). It also provides an opportunity to examine 

the importance of risk governance as a means of discerning the normative princi-

ples that inform how the institutional actors in pension schemes manage risk.  

Development impetus for risk governance 

In the UK, an occupational pension scheme is a complex institutional form, with 

a managing board of fiduciary trustees, a sponsoring employer, and normally sup-

ported by investment and fund managers, professional advisers, and technical and 

administrative support in a web of contractual, third-party service relationships. 

At a basic level, it can be argued that, given this complexity, combined with the 

important welfare objectives of occupational pension schemes, such institutions 

can serve as an important site for risk governance research. Clark (2022) argues 

that many pension schemes have found ‘performing’ governance preferable to be-

ing held account for the performance of governance. The concept of risk govern-

ance provides the means to focus on their performance. 
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Relatedly, and just as importantly for risk governance research, focusing on in-

stitutions such as occupational pension schemes can encourage greater examina-

tion of the institutional nexus between risk governance’s macro-societal origins, 

and its microeconomic focus on the sustainability of business models (Stein et al. 

2019, 1227). Whilst all institutions can be placed within their broader societal con-

text, the nature of UK occupational pension schemes places such concerns front 

and centre,. 

As a result, occupational pension schemes, and institutions with similar charac-

teristics and attributes, are a potentially fruitful area of research in developing 

greater understanding of normative and situational concerns and constraints in the 

analytical approach of risk governance. 

References 

Autenne, Alexia (2017): Occupational pension funds: Governance issues at the international and 

European levels, in: European Journal of Social Security, Vol. 19, No. 2, pp. 158-171. 

Boholm, Åsa/Corvellec, Hervé/Karlsson, Marianne (2012): The practice of risk governance: Les-

sons from the field, in: Journal of Risk Research, Vol. 15, No. 1, pp. 1-20. 

Clark, Gordon L. (2022): The problematic nature of UK pension fund regulation: Performing 

governance at the expense of innovation, in: Competition & Change, Vol. 26, No. 1, pp. 125-

142. 

Clark, Gordon L./Urwin, Roger (2010): DC pensionsfonds best-practice-design und governance, 

https://papers.ssrn.com/sol3/papers.cfm?abstract_id=1652680, Accessed: 30.06.2022. 

Hassel, Anke/Naczyk, Marek/Wiß, Tobias (2019): The political economy of pension financiali-

sation: Public policy responses to the crisis, in: Journal of European Public Policy, Vol. 26, 

No. 4, pp. 483-500. 

IRGC – International Risk Governance Council (2005): Risk governance: Towards an integrative 

approach, Lausanne. 

Klinke, Andreas/Renn, Ortwin (2021): The coming of age of risk governance, in: Risk Analysis, 

Vol. 41, No. 3, pp. 544-557. 

Miles, David/Sefton, James (2021): How much risk is the USS taking?, NIESR Policy Paper 29, 

https://www.niesr.ac.uk/wp-content/uploads/2021/10/NIESR-Policy-Paper-029_0-5.pdf, 

Accessed: 30.06.2022. 

OECD – Organisation for Economic Co-operation and Development (2009): OECD Guidelines 

for Pension Fund Governance, Paris. 

Ring, Patrick J. (2015): The pension contract – A matter of obligations, in: Ervik, Rune/Kildal, 

Nanna/Nillsen, Even (Eds.), New contractualism in European welfare state policies, London, 

pp. 167-192. 

Stein, Volker/Wiedemann, Arnd (2016): Risk governance: Conceptualization, tasks, and re-

search agenda, in: Journal of Business Economics, Vol. 86, No. 8, pp. 813-836. 

Stein, Volker/Wiedemann, Arnd/Bouten, Christiane (2019): Framing risk governance, in: Man-

agement Research Review, Vol. 42, No. 11, pp. 1224-1242. 

Stewart, Fiona (2010): Pension funds’ risk-management framework: Regulation and supervisory 

oversight, in: OECD Working Papers on Insurance and Private Pensions, No. 40, Paris. 



 

304 

TPR – The Pensions Regulator (n. d.): Scheme governance and controls, https://www.thepension 

sregulator.gov.uk/en/trustees/governing-the-scheme/scheme-governance-and-controls,  

Accessed: 30.06.2022.  

van Asselt, Marjolein B. A./Renn, Ortwin (2011): Risk governance, in: Journal of Risk Research, 

Vol. 14, No. 4, pp. 431-449. 

  



Risk Governance

Research in
Siegen

10yearsDieser Band feiert „10 Jahre Siegener Risk-Governance-Forschung“:
50 Autorinnen und Autoren reflektieren die Risk Governance in
Organisationen vor dem Hintergrund ihrer eigenen Erfahrungen und
formulieren einen „Entwicklungsimpuls für die Risk Governance“.

This publication celebrates “10 years of Siegen risk governance
research”: 50 authors reflect on risk governance against the
background of their own experiences, and formulate a
“development impetus for risk governance.”

W
ie
de
m
an
n
•S
te
in
•F
on
se
ca

R
is
k
G
ov
er
na
nc
e
in
O
rg
an
iz
at
io
ns
:

Fu
tu
re
Pe
rs
pe
ct
iv
es

ISBN 978-3-96182-126-6

Risk Governance
inOrganizations:
Future Perspectives

ArndWiedemann
Volker Stein

Mark Fonseca
(Hrsg./Eds.)




