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Abstract

Pension governance is acknowledged as a vital characteristic of a proficient private pension system as it
determines the investment performance, operational efficiency and the security of pension benefits. Empirical
literature shows that despite the legal and industry inventiveness, pension governance lapses continue across
countries. This paper investigates the determinants of pension plan governance in Kenya and recommends
measures that can strengthen it. The sample consists of 362 pension plans in Kenya. Statistical tests are
conducted by use of Pearson correlations, regressions, Scheffé tests and Analyses of variance (ANOVA) to
determine the effect that pension regulations, pension plan design, membership age, number of members in the
pension plan and plan leadership, have on pension governance. Empirical results show that pension governance
is influenced by pension regulations, leadership, and membership age. The pension plan design and number of
members do not have significant influence on how the pension plans are governed.
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1. Introduction

Funded pension systems have in the recent past gained popularity since they contribute to the economic growth
of countries worldwide through direct contribution to the GDP (Watson, 2007; Corbo and Schmidt-Hebbel,
2004), accumulation of savings (Rauh, 2006; EBRI, 2007), financial market development (Davis, 2005; Yermo,
2008), reducing old-age poverty (Kakwani, Sun and Hinz, 2006) and acting as consumers of financial services
(Heljdra Ligthart and Jency, 2006). The growth of funded pension systems has led to the increase in domestic
savings in Africa. Dovi (2008) documents that between 1998 and 2007 the savmgs increased from 17.8% to
22.1% of the GDP in Sub-Saharan Africa and from 21% to 30% of the GDP in Northern Africa as a result of
embracement of the funded pension systems. The pension system has further reduced the poverty trap ratio by
13% in South Africa and increased the income of the poorest 5% by 50% (Stewart and Yermo, 2009). In Kenya,
the pension system contributes to an estimated 68% of the total income of retirees (Kakwani et al, 2006) and
controls wealth estimated at Ksh. 397 billion, the equivalent of 30% of the country’s GDP (RBA, 2010).

Proper governance of funded pension systems leads to continuous improvement by ensuring that pension plans
regularly review their governance structures for operational risks, internal controls and compliance with
appropriate legislations (Ambachtsheer, 2001; Clapman et al, 2007; Besley and Prat, 2005; Impavido, 2005;
Clark and Urwin, 2008; Asher and Nandy, 2006; Galer, 2009). It also ensures that the pension plan has the
structures and processes in place to meet the required standard of fiduciary care and proper documentation of the
due diligence (Moriarty and Zadorozny, 2008), improves performance of the pension plan, creates trust amongst
the stakeholders and is vital to the efficient functioning of the private pension systems (Stewart, 2009) in
addition to improving administrative efficiency (OECD, 2009). Inadequate pension governance mechanisms
result to poor, inefficient and irrational decisions that increase the costs of operating pension plans.

The need to study pension plan governance is motivated by the fact that the pension system plays a critical role
not only in providing channels for retirement savings but also as financial market intermediaries, which subject
them to potential conflicts of interests arising between the beneficiaries and the fund administrators. Whereas
pension system beneficiaries hope to maximize their long-term wealth, the administrators pursue short term
goals and hence fail to act in the best of the interests of the beneficiaries creating an agency issue. Besley and
Prat (2005) documented the application of the agency theory in private pension fund governance, Hess and
Impavido (2003) argued its application in the public pension system while other studies (Impavido, 2005;
Ambachtsheer, Capelle and Lum, 2006; Dias, 2006; Clapman et al/, 2007; Ambachtsheer, Capelle and Lum, 2008;
Rusconi, 2008; Stewart and Yermo, 2008) have focused on the inadequacies of pension governance. This study
contributes to the knowledge on pension governance by investigating the factors that account for pension
governance in a developing country — Kenya.

Published by Canadian Center of Science and Education 101



www.ccsenet.org/ijbm International Journal of Business and Management Vol. 6, No. 11; November 2011

2. Literature Review

Governance is defined in Carmichael and Palacios (2003) and IOPS (2007) as the “systems and processes by
which a company or government manages its affairs with the objective of maximizing the welfare of and
resolving the conflicts of interest amongst its stakeholders.” The authors thus suggest that pension governance is
about transparency, conflict resolution and prudent management of the organizational resources that contribute
to value addition. Qureshi and McKay (2007) identify three broad approaches of viewing pension governance in
the context of multi-national companies namely; decentralized governance where the pension governance is
exercised in different pension plans in the same country, compliant governance, which implies following the law
and efficient governance, which refers to making financial and operational efficiency gains. Qureshi and McKay
(2007) recommend the efficient governance option as it acts as a complacence to the other approaches. In other
words, efficient governance should enable the pension plan to achieve compliance with the pension law and
control of the decentralized units that eventually contributes to increased efficiency in operations.

Effective pension governance ensures that potential conflicts of interests arising between the pension plan
administrators and the ultimate beneficiaries of the fund are solved amicably (Stewart, 2009; Useem and
Mitchell, 2000; Yang and Mitchell, 2005; Yermo, 2008). Accordingly Teisseire (2009) and Clark (2006)
conclude that pension governance defines accountabilities, establishes authority levels, specifies mechanisms of
enhancing compliance with the law and enables provision of accurate, timely and reliable financial information
to the stakeholders.

Empirical studies find serious pension governance lapses across the world. Stewart and Yermo (2008) document
the ineffectiveness of the pension governance body in Hungary in enforcing stakeholder’s rights, Clapman et a/
(2007) show evidence of the lapses in USA, Ambachtsheer ef al (2006) document the same problem in Australia,
Canada, New Zealand, UK and USA, Dias (2006) disclose the problem in Brazil and Rusconi (2008) unveil the
problem in South Africa. While the studies address the prevalence of pension governance lapses, the present
study addresses the determinants of pension governance with a view of improving such governance in Kenya.

2.1 Pension Governance Structures

A pension plan’s governance structure defines and separates operational and oversight responsibilities of the
stakeholders (OECD, 2009). As such the responsibilities of the internal trustees, external trustees and members
should be clearly stipulated in the trust deed. The separation of duties should reflect on the risks that the pension
plan is exposed to. Moreover, pension plans should have governing bodies charged with the responsibility of
managing the pension plan and the protection of the best of the interests of the beneficiaries (RBA, 2010).
OECD (2009) recommends a two-tier board involving a managing and a supervisory board. Principally, the
governing board should have member nominated trustees, sponsor nominated trustees, a custodian, an actuary, a
fund manager and a fund administrator while the supervisory board should be composed of persons independent
of the governing board. All the members in the board should have clearly articulated responsibilities with well
documented means of solving conflicts of interests amongst themselves. The governing board should be
accountable to the pension plan members, beneficiaries and the regulating authorities. The membership to the
board should be subject to minimum suitability standards of integrity, competence, experience and
professionalism in the governance of the pension plan (OECD, 2009). The governance structure is vital because
the pension plan beneficiaries and the administrators do not have the same contractual ability in terms of skills,
knowledge and information (Hess and Impavido, 2003). RBA (2010) lists the responsibilities of the governing
board as;

e  Setting out pension plan’s goals, mission, policies and creation of a reflective investment strategy;
e  Monitoring administration of the pension plan to ensure that key objectives are achieved;

e  Selecting and remunerating external trustees

e  Ensuring that the pension plan complies with the law

e  Monitoring performance of the pension plan’s investment

e  Sending appropriate and timely communication to members of the pension plan.

2.2 Code of Governance for Pension Plans

Governance entails four main tenets namely; leadership (setting the strategic direction of the organization and
setting up structures to accomplish the objectives), stewardship (guarding resources that belong to others),
monitoring (receiving and reviewing measures of performance and hold the assignees accountable) and reporting
(accounting to the principals). Attempts to develop a governance code for pension funds have revolved around
these tenets. The initiatives include Clapman et a/ (2007); Ambatchsheer (2007) and CFA (2008). In summary,
key specifics that emerge from the initiatives forming the code of governance for pension systems are; board
composition, leadership, continuous education of the board, liability insurance for the board, avoidance of
conflicts of interest, communication with the stakeholders, formulating and implementing effective systems of
control, monitoring the performance of service providers, clear definition of roles of the stakeholders,
outsourcing key functions and having a performance measurement system.

2.3 Hypothesized Model to Improve Pension Plan Governance

Pension plans receive inputs (scarce financial resources in the form of contributions from members and
investment funds) and convert these inputs to outputs (pension fund value and retirement benefits) (Davis, 2005).
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Pension governance should therefore aid in the efficient transformation of the pension fund incomes to
retirement benefits and high asset values. The study conceptualizes pension governance as the end result of
adherence to pension regulations, leadership, choosing the appropriate pension design, managing the age profile
of the members as well as the number of members covered by the plan. This conceptual framework is
graphically illustrated in Figure 1.

2.3.1 Relationship between Pension Regulations and Governance

Hu, Stewart and Yermo (2007) and Madero and Lumpkin (2007) find that pension governance improved
significantly in all the OECD countries as a result of implementation of quantitative asset restriction and the
prudent person laws. The quantitative asset restriction, legislated on the maximum percentages that could be
invested in specific classes of assets while the prudent person rule legislated on a code of governance (Hu et al,
2007). Moreover, Hu et al (2007) showed that in China, pension regulations resulted in more robust risk control
mechanisms, better investor protection, more transparent information disclosure and subsequent stability of the
pension plans.

Eijffinger and Shi (2007) attribute pension governance crises in the European Union to regulatory failure. The
crises have made pension plans inefficient and unable to deliver on their promises to the stakeholders and so
pension laws should be created in licensing, governance, asset restrictions, financial information disclosures and
guarantees (Clark, 2005; Eijffinger and Shi 2007). Similar views are documented in Clark (2006) and IOPS
(2007). Additionally, Clark (2006) found that legislation on pension design; financial reporting and service
providers improved governance. IOPS (2008) and Odundo (2008) conclude that adoption of risk-based
supervision in the pension industry leads to improved governance. These arguments lead to the following
hypothesis.

H1: Adherence to pension regulations exerts a positive influence on pension plan governance.
2.3.2 Relationship between Pension Design and Governance

Empirical literature suggests that pension plans operated on defined contribution ideologies are better governed
than those that are operated on defined benefit principles because;

e  They involve members more in decision-making (Hess and Impavido, 2003; Choi Laibson and Madrin,
2006; Bateman and Mitchell, 2004);

e  The investment risk is borne by the members and not the sponsor hence members take all possible
measures to avoid loss (Brady, 2008);

e  There is lesser sponsor influence since the sponsor does not nominate majority of the members (Yang, 2005)
and

e  There is more transparency in decision-making and communication to members (Nyce, 2005; Clark and
Mitchell, 2005).

It is therefore hypothesized that:

H?2: Pension plans operated on the defined contribution design are better governed than those operated on
defined benefit design.

2.3.3 Relationship between Membership Age and Pension Governance

The age of employees determines the pension promises that their employers will make to them since younger
employees have a longer time horizon to invest compared to the older employees (Friedberg and Webb 2004;
Lusardi and Mitchell, 2008) which in turn influences the type of pension design on which to anchor the pension
plan. The studies point to a negative relationship between membership age and pension governance since
employers prefer to establish defined benefit pension plans for older workers. It is therefore hypothesized that:

H3: The age of members exerts a negative influence on pension plan governance.
2.3.4 Relationship between Number of Members in a Pension Plan and Governance

Organizations with more members are difficult to manage and therefore require a more conservative governance
style that may include increasing management levels and decentralization (Clark and Urwin, 2008). Additionally,
communication in large organizations becomes expensive and ineffective thus leading to information asymmetry
amongst the members of the organization (Teisseire, 2009). The information asymmetry impacts on the
effectiveness of the members in contributing to decision making and running of the pension plans. The number
of members in a pension plan has direct implications for pension governance as it influences the administrative
efficiency and efficiency of the communication strategy (OECD, 2009; Carmichael and Palacios, 2003; Hustead,
2008). The empirical literature thus suggests a negative relationship between the number of members and
governance. It is therefore hypothesized that:

H4: The number of members in a pension plan exerts a negative influence on pension governance.
2.3.5 Relationship between Pension Plan Leadership and Pension Governance

Pension leadership influences the way the pension plan is governed (Friedberg and Webb, 2004; Lerner, Schoar
and Wongsunwai, 2007) since all pension plan management issues revolve around leadership. Similar findings
are included in Clark and Urwin (2009) who in addition assert that the leaders of a pension plan are trustees who
should bear responsibility for governance lapses. It is therefore hypothesized that:
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H5: Pension plan leadership exerts a positive influence on governance.
3. Research Methodology
3.1 Measuring Instruments

Instruments were developed to measure the variables identified from the empirical studies as having influence on
pension governance. It was important to develop instruments that reflect the pension plan environment of Kenya.
The instruments included pension governance, pension regulations, pension leadership, pension design, number
of members in the pension plan and the age of the members in the pension plan.

The instrument that measured pension governance, rated the importance of the following pension plan
governance constructs documented in the guidelines to pension plan management in Kenya; reducing the
benefits processing period, continuous finance education to trustees, pension plan using an effective internal
control system of documenting, monitoring and reporting its operations, effective communication to pension
plan members, clearly defining the roles of trustees, competitively reviewing the fees payable to service
providers and basing investment strategies on market research findings. The five-point anchoring scale for these
indicators ranged from (1) not important at all, to (5) a great deal important.

An instrument was constructed to capture the important pension regulations to which Kenyan pension plans need
to comply. The respondents were asked to indicate the importance of these regulations in the governance and
regulatory environment of pension plans in Kenya. These regulations included: regular monitoring of
performance of service providers, regulation of compliance costs by the Retirement Benefits Authority,
limitation of the size of the board of trustees to 10, regulatory meetings, separation of the employer’s business
from the pension plan and preparation of a mandatory investment policy for the pension plans. The five-point
anchoring scale for these indicators ranged from (1) not important at all to (5) a great deal important.

An additional instrument was constructed to capture the important leadership aspects applicable to the pension
plans in Kenya. These elements included complete honesty when sharing information with members, CEO
leaderships, maintaining an effective performance measurement system, compliance with the pension law
relating to payment of levies, financial reporting and giving discretion to the pension plan managers. The self
constructed instruments recorded final Cronbach Alpha values of 0.56, 0.52 and 0.61 for pension leadership,
governance and regulations respectively. These values were considered acceptable for basic research (Pierce and
Dunham, 1987; Tharenou, 1993; Saunders, Lewis and Thornhill, 2009).

The questionnaire also included instruments to capture variables such as pension plan design, number of
members and membership age. The pension plan design instrument measured what type of design a pension plan
has adopted, namely (1) defined contribution (DC) and (2) defined benefit (DB). The number of members in a
pension plan was anchored to a six-point scale ranging (1) from less or equal to 100 to (5) more than 500. The
age of members was captured on a six-point scale ranging from (1) younger or equal to 20 years to (6) older than
60 years.

3.2 Data Analysis

Using a sample of 362 trustees of occupational pension plans in Kenya, various data analysis techniques were
used to test the hypothesised relationships. Specifically, regression analysis, Pearson correlations, Scheffé tests
and analyses of variance (ANOVA) were conducted using the STATISTICA Version 9.0 (2009) statistical
software package.

4. Results and Discussion

The overall sample of 362 comprised; 316 trustees (42.2%), 10 chairpersons of the boards of trustees (1.3%), 23
former trustees (3.1%) and 13 trust secretaries (1.7%). Table 1 depicts the demographical composition of the
sample. Most of the respondents were male (81.8%) and between 30 to 39 years old. Most of the respondents
were also middle level managers (96.5%) operating in predominantly defined contribution pension funds
(84.5%).

4.1 Relationship between Pension Governance, Regulations and Leadership

Simple regression analyses were conducted to measure the relationship between pension regulations, governance
and leadership. The results, reported in Table 2 indicate that pension regulations are significantly positively
related to pension governance (r = 0.199, p < 0.01) and leadership (r = 0.240, p < 0.01) thus confirming
hypotheses 1 and 5. These influences are however very small: 6% in the variance of pension governance (R* =
0.064) and almost 10% in the case of pension plan leadership (R* = 0.096). These results show that pension
regulations influence the way pension plans are governed and led. This result is supported by similar findings by
Clark and Urwin (2009). The empirical results further reveal a positive relationship between pension governance
and leadership (0.32, p<0.05). Clark and Urwin (2009) reported similar findings and concluded that the two
variables are related due to their association with the optimal allocation of resources, staffing; framing of
delegated responsibilities; showing sensitivity to pension plan mission statements, setting investment targets,
attending to the culture of the organization; and issues of accountability and performance measurement. Another
reason for the close relationship between the three variables is that in Kenya, the RBA Act (2000) gives
directions on pension plan governance and leadership.

4.2 Relationship between Pension Governance, Membership Age, Pension Design and Number of Members
One-way ANOVA were conducted to test the influence of membership age, pension design and number of
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members on pension plan governance. The results of these analyses are reported in tables 3, 4 and 5. The results
(table 3) show that the number of members in a pension plan is not significantly related to the plan’s governance
practices. This could be attributed to the fact that the RBA Act (2000) provides for the same number of trustees
(governing board of the pension plan) regardless of the number of members in the pension plan. Table 3 further
discloses that the pension plan design is not significantly related to the plan’s governance practices. This means
that whether the pension plan is operated as a DB or DC is not related to the way the fund is governed. This
could be attributed to the fact that pension plan regulations (RBA, 2000) provide for the same governance code
regardless of the pension plan design.

The results however reveal that the age of members influences plan governance significantly (r = 0.013, p >
0.05). Pearson correlation coefficients were calculated to assess whether these relations are positive or negative.
This analysis reveals that the relationship is positive (r = 0.10, p > 0.05), but not significant. The Scheffé test
(table 5) however shows that there is a significant difference in the way a pension plan is governed when
members are between 31 and 40 years old compared to the other age groups. The empirical results in table 4
reveal that pension plans, where the majority of the members are between the ages 31 to 40, are better governed
than the other age groups (mean score = 4.81 on a five-point scale). Pension plans with a majority membership
between the ages of 21 and 30 years had a governance score of 4.67 compared to 4.79 where members are older
than 41 years. It therefore appears that pension plans of middle-aged members (31 to 40 years old) are perceived
to be better governed compared to the other age groups. This can be attributed to the fact that these pension plans
have fewer benefit payouts than those with older members, and their pension leaderships are more experienced
compared to those with younger members. This result confirms the lifecycle pattern observed in pension plans
by Clark (2004). According to Clark (2004), the lifecycle theorem views pension plans with younger members as
less robust in their operations due to low resources in the pension plan. As the membership ages, contributions,
managerial experiences and investments increase resulting to pension plans increasing their returns significantly.
The increase in returns and the pension assets value makes the members to be more sensitive of the governance
practices. As membership ages further, pension plans record lower returns as they are confronted with higher
benefit payouts and consequent conservatism in the investment of funds, which lead to less interest in the
governance aspect of the pension plan.

4.3 Relationship between Membership Age, Pension Design, Number of Members and Leadership

Main effects ANOVA were conducted to test the relationship between membership age, pension plan design,
number of members and the pension plan leadership. The results of these analyses are reported in Table 6 and
show that the number of members, pension plan designs and membership age do not influence leadership
significantly thus failing to confirm hypotheses 2, 3 and 4. This means that the number of members and their
ages, and whether it is a DB or DC fund do not exert an influence on how the fund is led. Although no
comparable study could be reviewed, the empirical result suggest that fund leadership should be exercised with
diligence, stewardship and commitment regardless of the age of the members, pension plan design or number of
members.

5. Theoretical and Managerial Implications of the Study
The most important results of the study are the following:

*  Pension regulations influence the way pension plans are led, as better leadership is observed in pension
plans that adhere to regulations.

*  Pension regulations influence the way pension plans are governed, as better governance is observed in
pension plans that adhere to regulations.

*  Membership ages influences pension plan governance, as pension plans with more middle-aged, 31 to 40
year old members, are perceived to be better governed compared to the other age groups.

The empirical results revealed that adherence to pension regulations improve pension plan leadership. It is
recommended that managers adhere to the following regulations in order to improve pension plan leadership:
regular monitoring of the performance of service providers; effective regulation of compliance costs; limiting the
size of the pension plan board; conducting regulatory meetings with service providers; separation of pension plan
management from employer management and maintaining a clear investment policy. By doing so, the following
leadership elements will be achieved: complete honesty in sharing information with members; CEO commitment
to the pension plan; the maintenance of an effective performance management system; compliance with RBA
levies; adherence to RBA financial reporting regulations and the granting of full discretion to fund managers.

Why should these leadership elements be pursued? According to Clark and Urwin (2009) honest sharing of
information ensures proper utilisation of pension plan authority, avoidance of conflict of interest and promotes
transparency and openness in decision making. An effective CEO, according to Teisseire (2009), represents the
interest of the pension plan in the board of the sponsoring company. Appropriate pension leadership is
performance-oriented and maintains independent performance measurement systems (Ambatchsheer et al. 2008).
Everybody in the pension plan, including external consultants, then would strive to achieve clear performance
objectives.

Sound leadership ensures that pension plans avoid penalties and reduction of the fund’s wealth by complying
with regulatory levies (Whitehouse, 2000). Effective pension plan leaders engenders trust in investment
managers to such an extent that full discretion in investment decisions can be granted to these managers. This
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leads to investment and administrative efficiencies according to Tang and Mitchell (2008), Bikker and Dreu
(2009) and Chan-Lau (2005). Against this background, it is important that leadership in pension plans be
enhanced, to reap the mentioned benefits.

The empirical results revealed that pension plans with membership in the 31 to 40 years age bracket are
perceived to be better governed. This finding should be interpreted against the finding by Njuguna (2010) that
smaller pension plans in Kenya appear to be more financially efficient than bigger ones. Managers should
therefore keep their pension plans within manageable limits and focus more aggressively during recruitment on
members aged 31 to 40 years to improve pension governance.

6. Limitations of the Study and Direction for Future Research

Due to the absence of existing instruments to measure the variables investigated in the study, particularly as far
as pension plans are concerned, self constructed instruments were used. Some of these instruments produced low
reliability coefficient, for example leadership (a= 0.56) and governance (a=0.52). The instruments however
reflected the Kenyan situation relevant to the study. Additionally, the study did not investigate the effect of
governance on financial performance of the pension plans. Future research agenda should investigate the effect
that the pension plan governance and leadership have on financial performance of the pension plans.

7. Conclusion

Effective pension fund governance involves the processes and decision making structures that ensure
appropriateness of goals, information management procedures that support the goals, compliance with pension
regulations and the pension fund’s stakeholders’ collectivism. To achieve efficient pension fund governance
trustees should be allowed the opportunity to initiate action in response to their needs and preferences, adapt
swiftly to changed situations with minimal interference from policy makers and therefore reconcile economic
efficiency with equity stakeholders. In other words, the design, administration and management of pension funds
should be closely attuned to the often-competing interests of those directly involved. To improve pension fund
governance, practical pension laws should be crafted that focus on improvement of the leadership practices.
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Table 1. Demographic composition of the sample

Variable N %
Gender Male 296 | 81.8
Female 66 | 18.2
362 | 100
Age of respondents 20 — 29 years 17| 47
30-39 261 | 72.1
40-49 54 1149
50-59 26| 1.2
60 > 4] 1.1
362 | 100
Position in pension plan
Chairperson 10| 2.8
Member 23| 64
Trust secretary 13 ] 3.5
Trustee 316 | 87.3
362 | 100
Occupational Level Top management 13| 35
Middle management | 349 | 96.5
Lower management 0 0
362 | 100
Pension Design Defined contribution | 306 | 84.5
Defined benefit 56 | 15.5
362 | 100
Number of members <100 82 | 22.7
101 —200 95 1 26.2
201 —300 72 1199
401 — 500 41 [ 113
500 > 14| 39
362 | 100

Table 2. The influence of pension regulations on pension governance and leadership — simple linear regression

results

Dependent variable: pension governance

R*=0.064

F =24.709, p<0.000
Standard error of estimate = 0.27260

Parameter Regression coefficient t-test p-value
Intercept 3.848 0.000*
Fund regulations 0.199 0.000%*

Dependent variable: pension plan leadership

R%*=0.096

F =38.237,p<0.000
Standard error of estimate = 0.26484

Parameter Regression coefficient t-test p-value
Intercept 3.704 0.000*
Fund regulations 0.241 0.000*

Note: * = significant at p < 0.01
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Table 3. Relationship between pension governance, membership age, fund design and fund size

Independent variable F-value p-value
Fund size 0.70 0.608
Fund design 0.65 0.420
Membership age 4.33 0.013*
Degrees of freedom error = 354

Note: * = significant at p < 0.05 level

Table 4. Relationship between pension governance, membership age, pension design and number of members —
means and standard deviations

Independent variable Category N Mean Standard
deviation
<100 82 4.81 0.25
101 —200 94 4.82 0.33
Fund size 201 - 300 72 4.79 0.23
301 —400 58 4.79 0.24
401+ 56 4.75 2.32
Fund design Defined beneﬁt ' 306 4.80 0.27
Defined contribution 56 4.77 0.35
<20 years 0 0 0
Member age 21-30 35 4.67 0.46
31-40 293 4.81 0.26
41+ 34 4.79 0.21

Table 5. Relationship between pension governance, membership age, pension design and number of members —
SCHEFFE test

Number of members

<100 101 — 200 201 — 300 301 — 400 401+
<100 0.999 0.997 0.995 0.781
101 — 200 0.999 0.985 0.979 0.659
201 — 300 0.997 0.985 0.999 0.926
301 — 400 0.995 0.979 0.999 0.985
401+ 0.781 0.659 0.926 0.985
Membership age (in years)

21-30 31-40 41+

21 -30 0.014* 0.190
31-40 0.014* 0.893
41+ 0.190 0.893

Note: * = significant at 0.05 ** = significant at 0.01

Table 6. Relationship between membership age, pension design, number of members and pension leadership

Independent variable F-value p-value
Fund size 0.40 0.834
Fund design 0.01 0.918
Membership age 1.96 0.142
Degrees of freedom error = 354

Note: * = significant at p < 0.05 level
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Figure 1. Conceptual model to improve pension plan governance
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Figure 2. Hypothesized model to improve pension plan governance
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