
April 2005 | Government Finance Review 59

R
isk. The word itself arouses images

of danger and problems, because

risk inherently involves uncertain-

ty. Thus, systems to manage risk in all fields

of endeavor have become more common

over the past several decades. For pen-

sions, endowments, and foundations, the

principal risk is the possibility that project-

ed funds will not be available in the future.

Unfortunately, risk management in this

area has been neglected — until now.

In Risk Management for Pensions,
Endowments, and Foundations, author

Susan M. Mangiero puts the relationship of

corporate governance and risk manage-

ment into terms anyone can appreciate,

but particularly those in fiduciary roles.

“Watch out for the alligators,” she writes.

“Corporate governance is today’s watch-

word and behaving badly can lead to law-

suits or worse. Exploring the link between

the two — corporate governance and risk

management — puts things into perspective.”

An estimated 3 million people in the

United States have a fiduciary responsibili-

ty, but their decisions have a dramatic

impact on many other groups and individ-

uals. As Mangiero notes at the outset of the

book, “a fiduciary is paid to make intelli-

gent decisions about other people’s

money, something that is difficult to do

without full information.” Lower returns

on investments and weak economic con-

ditions exacerbate the problems for fiduci-

aries, tempting them to authorize ques-

tionable investments. This book provides

a strong justification for incorporating risk

management into the corporate gover-

nance policies of such funds. It also pro-

vides the tools and concepts to put that

philosophy into practice. This book can

help fiduciaries be more efficient and

effective in their decision making about

how to spend other people’s money.

Knowledge is power, so the more knowl-

edgeable all parties are, the better. This

book can be of value to everyone with an

interest in, or concern about, how pen-

sion, endowment, and foundation funds

are managed and invested. Anyone can

readily learn the basics of performance

assessment, derivative instruments, and

risk measurement and control techniques.

The book is easy to read and under-

stand. Unlike most other books on deriva-

tives, it does not require a mathematics

degree to understand its concepts. It actu-

ally makes the concepts understandable.

Each chapter contains a succinct summa-

ry of the main points covered, many exam-

ples, and checklists, thus making it easy to

use. The list of abbreviations at the begin-

ning of the book facilitates understanding

of the sometimes “alphabet-soup” discus-

sion that follows.

The book is divided into four main parts.

Part 1 describes the operating environ-

ment and establishes a foundation for

including risk management education in

the corporate governance philosophy.

This part also describes the legal and regu-

latory environment from a fiduciary per-

spective. This portion of the book con-
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cludes with a description of reporting

requirements and what information is

needed for proper risk management. Part

2 is called the “toolbox” and explains the

basic concepts associated with risk, the

three major derivative instrument groups

(futures, options, and swaps), and risks

associated with derivative instrument use.

Part 3 explores the risk management

process from beginning to end, with spe-

cial emphasis on its dynamic nature.

Finally, Part 4 ties together earlier parts of

the book with comments about the ever-

changing operating environment.

Mangiero asserts that fiduciaries should

no longer be merely a rubber stamp for the

chief executive officer and staff. To this

end, board members must be given the

information and tools needed to critically

assess risks themselves. She argues that

risk management cannot occur in isola-

tion and must be an integral part of invest-

ment activity. More important to me as a

customer of a public pension system, this

book made me realize the value of pen-

sion, endowment, and foundation board

members understanding — and applying —

these concepts.

The role of boards of directors and oth-

ers with fiduciary responsibility has always

been challenging, but it is even more so in

the aftermath of the accounting and finan-

cial management scandals associated

with Enron, Tyco, WorldCom, and others.

For those of us involved directly (as fiduci-

aries who manage pension, endowment,

or foundation funds) and indirectly (as

beneficiaries or taxpayers who must foot

the bill when fiduciaries make poor deci-

sions), the lack of informed decision mak-

ing and risk assessment and management

by the members of the boards can have

devastating, and widespread, effects —

both financially and politically.

Newsweek recently reported that “a big

change is penetrating the corner office.

Basking in the glamour of these rock stars,

boards often assumed that the personality

justified the means. Now a new kind of

leader is emerging. Old-fashioned traits

like integrity and character are trumping a

knack for getting headlines.” I applaud the

change and see books like this one as vital

to ensuring that pensions, endowments,

and foundation funds are properly admin-

istered by their caregivers. ❙

MARYANN MOTZA is the Colorado State
Social Security Administrator and a member of
GFOA’s Committee on Retirement and
Benefits Administration. She holds a Ph.D. in
public affairs from the University of Colorado.

Readers are invited to review books of interest to
government finance officers. For more information,
please contact Peter Christensen, managing editor,
at (312) 578-2282 or pchristensen@gfoa.org.

For training updates and registration
info go to www.gfoa.org

Government Finance 
Officers Association

G F O A T R A I N I N G
M E E T I N G  Y O U R  T R A I N I N G  N E E D S  A N D  C P E  R E Q U I R E M E N T S

S E L F - S T U D Y  C O U R S E

G R O U P  C O U R S E S A T E L L I T E  C O U R S E

I N T E R N E T  C O U R S E

2005


