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Governance of the Defined Contribution (DC)
Pension Plan

Yoshiko NISHIMURA

Abstract

How do sponsors of defined contribution (DC) pension plans choose mutual funds for investment
options? How good is the investment options provided by DC plan sponsors? We have examined the
governance of DC pension plans based on mutual funds employed by 64 corporate DC plan sponsors
and 129 individual DC plan operational management institutions. To our surprise, many of the
selected mutual funds were those in which main banks, underwriters, major business partners and
their parent companies of sponsors involved their investment and sales. In addition, the sponsors and
operational management institutions tended to select more active funds than passive funds. They had
only a small number of managing companies of mutual funds. The hypothesis that the selected mutual
funds by DC pensions are low-cost options compared to the typical mutual funds was not supported.
We suggest that the governance of DC pension plans has room for improvement in their investment

options.

Keywords : corporate defined contribution pension plan, individual defined contribution pension plan,

pension governance, mutual funds, plan sponsor



