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Foreword

The global financial crisis of 2008-09 hit pension funds hard, reducing the
value of their assets dramatically. Together with increased fiscal pressures
and the longer-term aging trend in populations, it has brought the pension
funding challenge to the top of the policy agenda in many countries. Much of
the solution to this challenge, of course, lies in addressing the scale and struc-
ture of promised benefits and burden sharing among different stakeholders.
But governance and investment policy—the subjects covered in this volume—

also play a crucial role.

Public pension funds are among the largest pools of assets in many countries,
and therefore are an important category of long-term institutional investors. At
the same time, investment returns on public pension funds in many countries
have been below the inflation rate or lagged growth in per capita income,
undermining the financial sustainability of these pension systems, Weak
governance, susceptibility to political interference, and a low level of transpar-
ency and public accountability to often contribute to this troubling outcome,
as does the public sector’s unwillingness or inability to invest adequately in the
human capital and physical infrastructure essential to achieve adequate risk-

adjusted returns.

In an effort to address some of these weaknesses in governance and investment
capabilities, and contribute to the World Bank’s broader development mission,
the World Bank Treasury partners with pension funds and other public sector
asset managers in our member countries as they build the capacity to address
these issues. These partnerships are grounded in the essential cooperative
nature of our institution, and build on the Treasury’s 60 years of experience

in managing assets in global markets across a broad spectrum of asset classes.

Governance and Investment of Public Pension Assets: Practitioners’ Perspectives
brings together contributions from more than 30 pension fund practitioners,
policy makers, regulators, and experts from around the world. It illuminates
key issues related to the governance and investment management of pension
funds using real-world examples. The editors designed the volume as an acces-
sible guidebook for senior policy makers seeking practical ways to tackle the

issues they face in governance and investment of public pension assets.
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Foreword

I believe this book meets a widely acknowledged need for more practitioner-

oriented information on these issues, and should catalyze further work in this

important field.

Kenneth G. Lay
Vice President and Treasurer
World Bank
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