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		Abstract

		The UK Pensions Act 2004 has turned the defined benefit pension promise into a pension guarantee and has established the Pension Protection Fund (PPF) in order to secure this guarantee where a company becomes insolvent and the scheme is underfunded. The Act has greatly upset corporate pension sponsors, not only because it has fundamentally altered the voluntary arrangements that these companies provide for their own workforce, but also because it forces financially strong companies to subsidies financially weak companies via the PPF levy. Importantly, it appears that this cross-subsidy relates to jobs as well as pensions.

In addition to these observations, we found that the Act will have a number of serious unintended consequences. One consequence is that, as a result of conflicts of interest, company directors increasingly will cease to be members of the trustee board and that as a result of this disconnection between scheme and sponsor, many trustee boards will become rudderless. There is no help from the Act in redressing this situation, but participants in our research suggested a range of sound governance principles that could be used to address how this two-way information vacuum may be filled in future.

A further very significant consequence is that the Act will accelerate the demise of defined benefit pension provision in the UK private sector and its replacement with defined contribution schemes in which workers bear all the risks. 
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