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The salaries of the chief executive officers of the DAX-30 enterprises are often in the spotlight of the public and the 

general discussion. By contrast, the pension contributions for the members of the management boards of the 

DAX-30 enterprises are mostly below the radar, although they have become increasingly more significant during 

the past years. In spite of the given transparency by the German Corporate Governance Code (the “code”) and its 

obliging conversion into the management remuneration disclosure law (VorstOG), the pension contributions have 

not moved in the spotlights of the public and their attention. The illustration of the extent of the pension 

contributions for DAX-30 enterprises shows the quintessential point of this investigation. Additionally, their 

administrative forms are discussed, implied moral hazard problems are illuminated, and malus regulations for 

pension contributions are examined. The result of the investigation will contain recommendations for supervisory 

boards and the government commission of the German Corporate Governance Code as well as ideas for further 

research. 
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Introduction to the Problem Formulation: Demands of the German 
Corporate Governance Code and Pension Contributions 

The pension contributions for the members of the management boards of the DAX-30 enterprises are not 

discussed in the public, although they have become increasingly more significant during the past years. The 

objective of this paper is to investigate and to illustrate pension contributions for the members of management 

boards in the DAX-30 companies in Germany.  

The investigation will be based on a qualitative discussion and comparison with similar studies in the UK 

and the US by examining themes as moral hazard, inside debt, and malus regulations. In addition, a quantitative 

part of this paper will examine the used form of pension contributions, the funding levels as well as the 

individual pension contributions for each individual management board. The quantitative part of the paper is 

based on the collection of all relevant data from the annual reports of the years 2015 and 2016. Finally, the 

quantitative findings will be set into context with qualitative discussions to propose recommendations to the 

German Corporate Governance Code (Regierungskommission Deutscher Corporate Governance Kodex, 2017). 
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The code discusses pension contributions for management boards only very cursorily. It says under 4.2.3 

“The Supervisory Board shall establish the target level of pension benefits for every pension 

commitment—including based on the duration of membership of the Management Board—and shall consider 

the resulting annual and long-term expense incurred by the company”. 

The foreword of the code demands as basic principles the obligation “to ensure the continued existence   

of the company and its sustainable value creation in line with the principles of the social market economy   

(the company’s best interests)” as well as the “ethically sound and responsible behavior (the ‘reputable business 

person’ concept, Leitbild des Ehrbaren Kaufmanns)”. These principles should be also valid for the pension 

contributions to the members of the management boards in the DAX. 

The German Stock Corporation Act clearly demands in §87 AktG that the “Remuneration bears a 

reasonable relationship to the duties and performance of such member, as well as the condition of the company, 

and that it does not exceed standard remuneration without any particular reasons”. This is important for the 

members of the supervisory board because they “… are in particular liable for damages if they determine 

unreasonable remuneration” in connection with §116 AktG. 

Clearly, §87 (2) AktG states that in case of the deterioration of the situation of the company after the 

determination of the remuneration, the supervisory board should intervene and lower the remuneration to an 

adequate level. This reduction can be applied correspondingly even for the retirement pension within the first 

three years after departure from the company. This research aims to investigate the application of this law. 

Wilke and Schmid (2012, p. 45) demanded as a result of their investigation that the subject of pensions 

and pension contributions in view of the achieved remuneration levels must be discussed absolutely anew. The 

principle of self-provision must be demanded and established, as the remuneration level of the management is 

in the millions itself. Bebchuk and Jackson (2005, p. 823) saw pensions and old-age provisions as a camouflage 

to prevent potential criticism of too high levels of remuneration. Goh and Li (2015, p. 1183) found in their 

research about the enterprises of the FTSE 100 in the UK that members of the management boards with lower 

than expected remuneration have received higher pension contributions. Another part of the research in this 

paper is to examine if the findings of Goh and Li (2015) can be found in Germany as well. 

The size of pension contributions is significant in other countries. The total value of pension contributions 

for chief executive officers (CEOs) in USA amounts to on average 23% of their wealth held in the company. 

The value of the pension contributions is there on average 15% of the annual salary of a CEO (Edmans, Gabaix, 

& Jenter, 2017, p. 14). 

The management board members of the companies of the FTSE 100 in the UK receive a pension 

contribution which is on average 13% of the total remuneration and which raises the fixed salary by about 72% 

(Goh & Li, 2015, p. 1159). 

This research will also investigate the size of pension contributions in Germany. 

International studies in the area of pensions and pension contributions give already some clues that a check 

of the German pension contributions on the compatibility with the code seems compulsory. However, it should 

be mentioned that the transparency requirement of the code has at least indirectly influenced the investigation 

object of the pension contributions. As the transparency of executive compensation has increased during the 

last years, also thanks to the code, this leads together with the search for the best board members to a “bidding 

up process” (Kara, 2009, p. 66), which has an increasing effect on the remuneration of the management—and 

with it indirectly also on the pension contributions. 
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The comparison to the market level compensation and its transparency contains dangers as well. The 

supervisory board orientates itself by the given transparency at the market average or even only at the highest 

compensation in the market. A decision to compensate the market average or even below the market average 

could be seen as an implied evaluation of the supervisory board for the respective member of the management 

board. Not to pay the maximum of a compensation comparison can imply that the member of the management 

board is looked at as below average (Kara, 2009, p. 66). 

A central task granted by the stockholders to the supervisory board is to select the best-qualified CEO and 

the best-qualified management board members. Hence, a monetary confirmation of the qualification by a 

remuneration lying above the market average is often chosen.  

The comparison of different remunerations can lead therefore to a stronger effect on just these 

remunerations, than the direct comparison of performance identification numbers of the respective enterprises. 

Thus, a “bidding up process” may originate. 

This “bidding up process” cannot be used as an excuse to mishandle the requirements of the code, among 

the rest, also, while—in public discussed—salary increases are reallocated to less transparent pension 

contributions. Hence, the form of the pension contributions (Section 2), then the central question of the absolute 

and relative level of pension contributions (Section 3) is discussed, before moral hazard trends (Section 4) are 

investigated and malus regulations and the absence of them (Section 5) are addressed. 

The Form of the Pension Contributions 

Pension contributions exist as a part of the remuneration of the management in different forms. The kind 

of pension contribution can refer to a defined benefit or a defined contribution. Further, there are hybrid forms 

of pension contributions. 

The analysis of the annual company reports of the DAX-30 enterprises shows that the pension 

contributions for management boards move increasingly in the direction of a defined contribution in the course 

of the last 15 years. The basis for Table 1 is the kind of the pension contributions served for a member of the 

management board appointed in 2016. 

The most often used kind of a pension contribution is the defined contribution with 23 enterprises from the 

field of DAX-30 enterprises. On the other hand, four enterprises use a defined benefit. Only one enterprise used 

a mixed form in the business year 2016. Beiersdorf with an enterprise value component and Vonovia with no 

information are the only DAX-30 enterprises who do not follow the general pension contribution standard.  

Defined contributions are the easiest to separate because the payment of the contributions can be seen as a 

part of the total remuneration. The costs originate immediately without having future obligations. Defined 

contributions were to be found in nearly 80% of the enterprises in 2014 and 2016 (Evers, 2014, p. 6). 

Defined benefits are more difficult to separate because the promised benefit1 can be financed in different 

ways, which are connected to difficulties in the value assessment. Döscher (2014, p. 109f.) described the 

calculation of the expenditure as follows: To determine the value of the pension contribution and to calculate it for 

the year of the commitment, the service cost is needed, the interest expenditure and the expected success from the 

plan assets. The value of the pension contribution is distributed to the expected years of service according to IFRS. 

The same portion is assigned to every year and is discounted to the respective year. This portion is the service cost.  
                                                        
1 The company promises a benefit, mostly a pension payment. The money for the benefit has to be deferred at the date of the 
promise, but the company has the investment risk for the money until the payment of the benefit. 
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Table 1 

Form of the Pension Contribution for Management Boards in 2016 
Company name The form of the pension contribution 
Adidas Defined contribution 
Allianz Defined contribution 
BASF Defined contribution 
Bayer Defined contribution 
Beiersdorf Enterprise value component2 
BMW Defined contribution 
Commerzbank Defined contribution 
Continental Defined contribution 
Daimler Defined contribution 
Deutsche Bank Defined contribution 
Deutsche Börse Defined contribution 
Deutsche Post Defined contribution 
Deutsche Telekom Defined contribution 
E.ON SE Defined contribution 
Fresenius Defined benefit 
Fresenius Medical Care Defined benefit 
HeidelbergCement Defined benefit 
Henkel Defined contribution 
Infineon Defined contribution 
Linde Defined contribution 
Lufthansa Defined contribution 
Merck Defined benefit 
Münchner Rückversicherung Defined contribution 
ProSiebenSat.1 Media Defined contribution 
RWE Defined contribution 
SAP Defined contribution 
Siemens Defined contribution 
ThyssenKrupp Defined contribution 
Volkswagen Mixed 
Vonovia n/a 
Note. Source: See Appendix: Annual Company Reports. 
 

The interest expenditure refers to the payment of interest on already in the prior years earned claims. 

Both expenditures rise on account of the nature of the procedure with the years so that a longer active 

board member is in many cases “more expensive” than a new board member. 

If the benefits are adjusted, strong variations can occur (Döscher, 2014, p. 139), and in addition, 

accounting regulations may prevent an adequate allocation of a single year (Commerzbank 2015, p. 42; Martin 

Blessing or ThyssenKrupp 2015, p. 26; Guido Kerkhoff). 

The code (Regierungskommission German Corporate Governance Code 2017, p. 16) demands a 

representation of the service cost expenditure according to the International Accounting Standard (IAS) 19 in 

the remuneration reports, so that resulting interest expenditures will show a too small pension cost. Even if the 

code follows the IAS 19, the remuneration reports still show pensions and claims calculated after the German 

                                                        
2 The enterprise value component of Beiersdorf is not seen as an explicit pension contribution. It is a long-term participation for 
the period of the employment of the member of the management board, including an additional holding period (Beiersdorf, 2017, 
p. 14).  
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calculation standard (Deutsche Rechnungslegungs Standard, DRS). This promotes the vagueness and makes a 

comparison often difficult. 

A direct comparability is becoming difficult. As a basis, this research follows the code and the use of the 

service cost according to IAS 19. 

Absolute and Relative Level of Pension Contributions 

The total remuneration including the expenditures for pension contributions of the management boards of 

the DAX-30 enterprises (following the rules of the code) amounted to a total of 752.5 million Euros in 2016   

(in 2015: 727.6 million Euros). The expenditures for pension contributions amounted to a total of 94.4 million 

Eurosin 2016 (in 2015: 82.3 million Euros). The difference between the increase of the total remuneration of 

about 3.4% and the increase of the expenditures for pension contributions of about 14.7% is remarkable. 
 

Table 2  

Total Remuneration of the Management Board and Their Pension Contributions in DAX Companies 

Company name 
Total remuneration in EUR Pension contribution in EUR 

2015 2016 2015 2016 

Adidas 13,747,598 19,331,390 1,756,678 4,752,840 

Allianz 36,381,000 40,802,000 3,852,000 5,131,000 

BASF 29,128,000  27,219,000  3,781,000  3,302,000 

Bayer 20,809,000 32,347,000  2,891,000  3,902,000 

Beiersdorf 9,109,000  13,716,000 - - 

BMW 38,128,295 40,434,010 2,655,391 2,809,005 

Commerzbank 15,594,000  16,942,000 1,474,000 3,099,000 

Continental 30,224,000  30,057,000 4,890,000 4,708,000 

Daimler 33,308,000 30,706,000 3,485,000  2,826,000 

Deutsche Bank 30,338,235  35,777,765 6,424,359 9,086,587 

Deutsche Börse 16,580,600  17,940,800 2,101,600 2,772,600 

Deutsche Post 21,714,879  20,208,842 2,724,709 2,337,346 

Deutsche Telekom 21,860,043  21,413,040 3,233,707 3,081,185 

E.ON SE 18,637,274  14,553,811 2,147,791 1,723,593 

Fresenius 22,629,000  20,173,000 1,362,000 1,303,000 

Fresenius Medical Care 33,659,000 26,838,000 4,101,000 3,087,000 

HeidelbergCement 20,744,000  26,680,000 2,589,000 2,417,000 

Henkel 28,858,210 28,914,308  3,083,566 3,181,765 

Infineon 6,270,149  6,762,190 733,700 567,517 

Linde 17,263,683 14,793,537 2,105,419 1,874,429 

Lufthansa 11,728,000 12,397,000 2,090,000 2,380,000 

Merck 41,765,000 35,481,000 4,190,000 2,817,000 

Münchner Rückversicherung 28,704,426 31,152,487 5,972,343 6,026,243 

ProSiebenSat.1 Media 12,144,700 17,455,200 650,500  696,600 

RWE 12,174,000 11,025,000 1,571,000 1,099,000 

SAP 13,330,999 43,302,700 990,499 606,000 

Siemens 29,068,000 30,871,000 4,805,000 4,617,000 

ThyssenKrupp 14,865,000 14,688,000 2,397,000 3,423,000 

Volkswagen 86,975,751 59,747,591 3,375,923 9,347,409 

Vonovia 11,870,627 10,767,435 824,523 1,458,984 

Total 727,610,469 752,497,106 82,258,708 94,433,103 

Note. Source: See Appendix: Annual Company Reports. 
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The figures for the total remuneration for the respective management board of an enterprise reached from 

6.8 million Euros for Infineon and up to 59.7 million Euros for Volkswagen in 2016 (see Table 2).  

The management board of the Deutsche Bank received 25.88 million Euros, the highest fixed 

remuneration in 2016, the management board of SAP received the highest variable remuneration with 34.19 

million Euros in the same year. 

Adidas had expenditures for pension contributions of 100.7% of the fixed remuneration in 2016, closely 

followed by ThyssenKrupp with 99.51%. SAP with 9.7% had the lowest expenditures for pension contributions 

in proportion to the fixed remuneration. On average, the expenditures for pension contributions on the basis of 

the fixed remuneration amounted to 48.88% in 2016, compared to 42.16% the year before. 

In relation to the total remuneration, the expenditures for pension contributions amounted to 12.7% in 

2015 and 14.4% in 2016. This corresponds to the expectations from international studies with amounts of up to 

15% of expenditures for pension contributions of the annual total remuneration for the Great Britain (Goh & Li, 

2015, p. 1159) and 13% of expenditures for pension contributions of the annual total remuneration for USA 

(Edmans et al., 2017, p. 14). The expenditure for pension contributions in proportion to the total remuneration 

was the highest at Deutsche Bank with 25.4% and the lowest at SAP with 1.4%. 

Pension contributions are mostly independent of success. They depend either exclusively on the fixed 

salary or on the total remuneration. Deutsche Bank introduces a pension contribution with fixed amounts 

independent of the remuneration in 2018, which becomes immediately non-forfeitable (Deutsche Bank AG, 

2017a, p. 11). Regular employees may have to wait up to five years3 until the pension contributions become 

non-forfeitable according to German law. 

If the pension contribution is depending on the total salary, including the salary components dependent on 

success, the “horizon problem” (Sundaram & Yermack, 2007, p. 1559) of a CEO approaching the retiring age 

may result in negative effects on investments, research, and development expenses. The lowering of the 

expenses and investments targets the maximization of profitability ratios to reach higher bonus payments and a 

protection of non-vested salary components as well as the pension contributions. This behavior can be found 

over and over again, up to the exception when the company has already financial restrictions, e.g., new 

financing needs (Lee, Murphy, Oh, & Vance, 2015, p. 23). 

In comparison, the wage and salary amount of the employees have risen by 2.7% at the DAX enterprises 

between 2015 and 2016 whereas the expenditures for pension contributions have fallen from 6.6% in 2015 to 

5.7% in 2016. Without consideration of the exceptions of Deutsche Post4 and Lufthansa5 in 2016, the 

expenditures for pension contributions of the employees have fallen from 6.3% in 2015 to 6% in 2016. 

A comparison on the basis of the fixed salary between management board and employees showed for 2015 

that the management board got the 6.38-fold6 of the proportional expenditures for pension contributions in 

comparison to employees. This difference rose to the 8.58-fold7 of the proportional expenditures in 2016, even 

with a considerably higher base of the fixed salaries of the management board. 
                                                        
3 It will be three years starting on January 1, 2018. 
4 Changes in the pension contribution system in Germany led to recalculated service costs of 356 million Euros at Deutsche Post 
AG in 2016. These considerably lower expenditures were the principal reason for a fall in the expenditures of pension 
contributions of 424 million Euros (Deutsche Post DHL, 2017, p. 142). 
5 The 652 million Euros lower expenditures for the pension contributions in Lufthansa result from the conversion of the old-age 
pension and transitional care system for the cabin staff. The expenditures for old-age provisions and support have fallen altogether 
by 841 million EUR from 2015 to 2016 (Deutsche Lufthansa, 2017, p. 110).  
6 Without Lufthansa and Deutsche Post, the result changed to the 6.69-fold of the proportional expenditures. 
7 Without Lufthansa and Deutsche Post, the result changed to the 8.15-fold of the proportional expenditures. 
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The amount of the expenditures for pension contributions is to be put in context and in comparison, with 

the total remuneration of the management to the remuneration of the employees. The relation of the wages and 

salaries per employee to the remuneration of the management per board member was in the years of 2010-2012 

an average of 48:1 (Drefahl, 2013, pp. 111-115).  
 

Table 3 

An Overview About the Funding Level of the Employee Pension Schemes8 

Name 
Level of funding in % 

Difference in % 
2015 2016 

Adidas 41.29 34.50 -6.79 
Allianz 59.72 60.25 0.53 
BASF 75.14 70.50 -4.64 
Bayer 59.67 61.86 2.18 
Beiersdorf 61.27 56.66 -4.61 
BMW 84.96 79.98 -4.98 
Commerzbank 92.34 90.09 -2.25 
Continental 44.29 41.12 -3.17 
Daimler 73.19 75.00 1.81 
Deutsche Bank 100.73 96.79 -3.94 
Deutsche Börse 68.71 66.44 -2.27 
Deutsche Post 64.86 69.32 4.47 
Deutsche Telekom 27.81 24.01 -3.79 
E.ON SE 76.52 75.54 -0.97 
Fresenius 28.42 31.84 3.42 
Fresenius Medical Care 31.64 40.23 8.59 
HeidelbergCement 87.27 84.98 -2.29 
Henkel 82.44 82.47 0.03 
Infineon 51.86 53.17 1.31 
Linde 86.36 80.29 -6.07 
Lufthansa 65.16 61.06 -4.10 
Merck 55.94 50.79 -5.15 
Münchner Rückversicherung 51.05 50.17 -0.88 
ProSiebenSat.1 Media 0.00 0.00 0.00 
RWE 73.84 74.43 0.58 
SAP 89.82 89.40 -0.41 
Siemens 74.14 68.31 -5.83 
ThyssenKrupp 21.12 24.26 3.14 
Volkswagen 26.25 24.60 -1.65 
Vonovia 4.35 4.14 -0.21 
Average 60.69 59.39 -1.31 

Note. Source: See Appendix: Annual company reports. 
 

The average gross salary for a full-time employee amounted to 3,499 Euros per month in 2015 and rose to 

3,703 Euros in 20169. This resulted in an increase of 5.8% (Statistisches Bundesamt, 2017). An average annual 

salary of 44,436 Euros for an employee can be compared to the total average remuneration of a board member 

of 3,432,125 Euros—a relation of 77:1. If only the average fixed salary of aboard member (920,307 Euros) is 

used, the relation is 21:1. 
                                                        
8 ProSiebenSat.1 Media has only pension contributions for the management board which are not funded and, hence, are neglected 
in the calculation of the average. 
9 In the producing trade and in the service industry. 
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The average expenditures for pension contributions of the management board compared to the employees 

surpass these figures by far with 108:1 for 2015 and 136:1 for 2016. 

Also, the funding of the pension contributions for the employees needs to be focused on. The companies 

attribute assets to the pension contributions whereas the percentage of the assets in relation to the pension 

contributions fluctuates massively. Table 3 gives an overview of the funding levels of the employee pension 

schemes. 

The funding level of pension schemes in the enterprises of the DAX-30 was at 60.69% in 2015 and at 

59.39% in 2016. This means that 39.31% of the pension schemes were not funded in 2015 and 40.61% in 2016.  

The lowest funding level of pension schemes can be found for the employees of Deutsche Telekom with 

24.01% and Vonovia10 with 4.14% in 2016. 

On average, the funding level has decreased by 1.31% in 2016 when compared with 2015. 

The funding occurs as a contractual trust agreement (CTA) at 19 enterprises. CTAs are a trust-juridical 

construction which enables the enterprise to outsource the obligations from the pension contributions 

economically. At seven enterprises, a fund is used for the funding arrangement. By the use of a pension fund, 

the payment to the member follows either the defined benefit or the defined contribution principle. The defined 

benefit principle is spreading widest.  

Moral Hazard  

Economic incentives should be included in the pension contributions for the management board so that an 

irresponsible or careless behavior and with it an increase in risk is not encouraged. This “moral hazard” 

behavior can be minimized if the investment of the pension contributions occurs in the enterprise and the 

pension scheme is exposed to the insolvency risk of the enterprise.  

Either the management of the pension scheme is conducted within the company without any insolvency 

protection. Or the management of the pension scheme is conducted outside the company, whereby an 

insolvency protection is granted in the case of the often-employed CTAs or reinsurance policies.  

Hence, the question positions itself whether the solvency of the enterprise is still relevant for the claimant 

(board member) of the pension scheme.  

Shareholders try to minimize the cost by pushing risk averse CEOs to improve the overall results (Jarque, 

2008, p. 266) implementing insolvency-protected pension schemes. However, the use of CTAs or reinsurance 

policies pledged to the board member can endanger the company through “moral hazard” behavior. 

In the US, CEOs receive from the enterprise the so-called SERPs (“Supplemental Executive Retirement 

Plans”) in addition to usual pension plans. The SERPs are not protected and unfunded claims against the 

company and have the same rank as other not protected credit grantors in the case of an insolvency of the 

enterprise (Sundaram & Yermack, 2007, p. 1560). This form of pension contributions minimizes risk problems 

and the “moral hazard” behavior (Frydman & Jenter 2010, p. 7). Trust funds or similar protections are in the 

absolute minority with about 15% of the analyzed enterprises (Sundaram & Yermack, 2007, p. 1560) and are 

seen negative (Bacheleder, 2003, p. 1). 

In Germany, however, CTAs and reinsurances are the norms for management boards. Hence, the 

management board protects themselves unilaterally (Böcking, Bach, & Hanke, 2017, p. 147). 

                                                        
10 Vonovia points out in the business report in 2016 (Vonovia, 2017, p. 158) that the pension scheme serves for the inside 
financing of the enterprise. 



PENSION CONTRIBUTIONS TO MEMBERS OF THE MANAGEMENT BOARDS 

 

351

The “moral hazard” effect becomes clear. If the pension scheme has a similar rank as other obligations in 

the case of an insolvency, the management board will behave more conservatively (Cambrea, Colonnello, 

Curatola, & Fantini, 2017, p. 22). This “inside debt” is more effective than salaries, bonuses, reputation or other 

assurances. This result can also be observed in US research as pension funding is stronger, when the CFO’s 

pension is larger (Anantharaman & Lee, 2014, p. 339). Should the management board be able to protect 

themselves, however, they carry out risk with increasing incentives. This can be observed in distress 

particularly well when creditors would prefer a more careful behavior of the management board (Edmans & Liu, 

2011, p. 90). 

The stated picture of the reputable businessman can also be defined by the comparison of the risk 

distribution between the pension scheme for the management board and for the employees of the enterprise. 

The reputable businessman should lead the way by protecting the pension scheme of the employees while his 

pension scheme of the management board should rank as a unsecured obligation. To minimize the “moral 

hazard”, it is typical that the SERPs are unfunded in the US (Stefanescu, Wang, Xie, & Yang, 2018, p. 155). 

In reality, the pension schemes of management boards of the DAX-30 enterprises are increasingly 

outsourced, e.g., in CTAs, pension funds, insurance policies, and other investment forms. The pension schemes 

of the employees are partly put in pension funds or have a direct claim against the employer. The claims are 

guaranteed differently depending on the kind of the company pension scheme.  

The company pension scheme is widest spread with 81% in the banking and insurance industry and lowest 

spread with 20% in the hospitality industry (Statista, 2017). 

The most important fact for the security of the employee pension schemes is the level of the funding. The 

lower the level of funding is, the higher is the risk to lose the pension scheme in the case of an insolvency.  

The level of funding (“cover of the obligations”) of the pension contributions at the DAX-30 enterprises is 

according to Table 3 on average 60.69% in 2015, the lowest level at Vonovia with 4.35% and the highest level 

at Deutsche Bank with 100.73%.  

The funding level decreases to 59.39% in 2016, with the highest level at Deutsche Bank with 96.79%, and 

the lowest level at Vonovia with 4.14%. 

The actual cash value of the pension contributions of the DAX-30 enterprises was a total of 351 billion 

Euros in 2015, while the pension assets of the DAX-30 enterprises amounted to a total of 226 billion Euros in 

2015. In 2016, the actual cash value of the pension contributions amounted to 384 billion Euros, while the 

pension assets increased to 241 billion Euros. 

This means that the employees of DAX-30 enterprises bear a default risk of 143 billion Euros on their 

pension schemes in a case of insolvency in 2016. Such a risk is not discussed in the public.  

In particular, the comparison with the protected pension schemes of the management boards is not 

discussed properly in the public. This situation is less than ideal in the social market economy as in Germany 

and under the guiding principle of a reputable businessman as well as under “moral hazard” points of view. 

Malus Regulations in the Case of Pension Contributions 

Pension claims become non-forfeitable after five years according to the German law and regulation. This 

will change from January 2018 to three years through the scope of the EU-mobility directive. These rules do 

not apply by law to the management board of the DAX-30 companies. 
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Nevertheless, this non-forfeiture rule is often applied analogously or even shortened in contracts for 

management boards (Doetsch & Lenz, 2008, p. 23). Deutsche Bank is even implementing a rule with 

immediate non-forfeiture of the pension contributions for the management from the business year 2017 

(Deutsche Bank AG, 2017b, p. 248). While the five-year period for non-forfeiture of the pension contributions 

is for the employees in accordance with the law, the rules are often taken over for the management board by 

contractual arrangement (Evers, 2014, p. 11) or are even improved as in the case of Deutsche Bank.  

The risk of forfeiture for the members of the management board is always lower or equal compared to the 

risk of forfeiture for the employees. 

The principle of the reputable businessman is hurt again as the employees have more risk than the 

members of the management board. 

Another point in the research is the appropriateness of the amount of the pension contributions. The 

supervisory board should watch over the appropriateness of the remuneration according to §87 AktG. The 

supervisory board is also liable for the appropriateness according to §116 AktG in connection with §93 AktG. If 

the oberservance of the appropriateness fails, the supervisory board would be liable for the damage as a joint 

debtor.  

The lowering of the pension contributions for the management board should be possible when the results 

of the company show an economic necessity for it. However, investigations about pension contributions in 

Great Britain in the FTSE 100 show that the pension contributions increase just for these management boards 

which must accept a decrease of their bonus (Goh & Li, 2015, p. 1172). An investigation in USA shows that 

pension contributions for the CEO do not depend on the performance of the company (Cadman & Vincent, 

2015, p. 790). 

An example of the failing appropriateness is the case of Deutsche Bank. Deutsche Bank has awarded no 

variable salary components to its management board due to the negative results in the years 2015 and 2016. 

Nevertheless, the fixed salaries of the management board have risen from 22,660,000 Euros in 2015 (Deutsche 

Bank AG, 2016, p. 233) by 14.2% to 25,883,333 Euros in 2016 (Deutsche Bank AG, 2017b, p. 251). If the 

pension contributions are also accounted for, the increase is even bigger. The total remuneration rose from 

30,338,235 Euros in 2015 to 35,777,765 Euros in 2016—an increase of 17.9%.  

Instead of introducing any malus in the pension contributions, the supervisory board has increased the 

amount of the pension contributions. The contributions to the pension contributions have grown more than 41.4% 

from 6.425 million Euros to 9.087 million Euros from 2015 to 2016. In comparison to 2014 and a sum of 4.2 

million Euros (Deutsche Bank AG, 2015, pp. 83-85) was contributed to the pension contributions, this presents 

more than a duplication in two years - in spite of the worst results in the history of the enterprise. 

Another example of the failing appropriateness of the pension contributions is the case of ThyssenKrupp. 

While the revenues sank by 9% according to the report 2015/2016 (ThyssenKrupp, 2016, p. U2; p. 26) and the 

adjusted EBIT even decreased by 12%, the fixed salary of the management board has stayed the same with 3.44 

million Euros, fringe benefits have risen by 38.2% from 437,000 Euros to 604,000 Euros, the variable salary 

has fallen by 15.95% from 8.591 million Euros to 7.22 million Euros, and the pension contributions have risen 

by 42.8% from 2.397 million Euros to 3.423 million Euros.11  

                                                        
11 If one adjusts the pension contributions of the management board by the board member Guido Kerkhoff (in 2014/15: -380,000 
Euros, in 2015/16: 513,000 Euros), still an increase of 4.8% in the pension contributions for the management board can be 
observed from 2014/15 to 2015/16. 



PENSION CONTRIBUTIONS TO MEMBERS OF THE MANAGEMENT BOARDS 

 

353

The last example of the failing appropriateness of the pension contributions is the case of Volkswagen. 

Due to the disregard of the exhaust gas regulations for diesel vehicles in USA, Volkswagen had to account for 

additional expenditures of 16.2 billion Euros in 2015. Further expenditures of 6.4 billion Euros due to this issue 

were accounted for in 2016 (Volkswagen AG, 2017, p. 95).  

The fixed salary of the management board of Volkswagen sank from 26.6 million Euros in 2015 to 

16.595 million Euros in 2016. However, these numbers have to be cleaned up as these numbers include 

non-recurrent payments for members of the management board who joined from other companies, 16.5 

million Euros12 for 2015, and 6.3 million Euros13 for 2016. Hence, finally the fixed salary of the management 

board of Volkswagen did even rise by 1.9% from 10.1 million Euros to 10.295 million Euros from 2015 to 

2016. 

The variable remuneration sank by 41.6% from 55.3 million Euros to 32.3 million Euros, while the 

pension contributions for the management board rose by 178% from 3.376 million Euros to 9.347 million 

Euros (Volkswagen AG, 2017, pp. 76-80). 

All these examples show that the management board was not hold accountable concerning the pension 

contributions. The supervisory board has failed to check the appropriateness of the remuneration in the area of 

the pension contributions. Instead, it has even agreed to a substantial increase. A malus regulation was not 

implemented at all, even when the company had the highest losses in the history of the enterprise. The law as in 

§87 Paragraph 2 AktG is clear that with a deterioration of economic capacity of the enterprise, benefits and 

payments should be lowered. This has not been done so far. 

Conclusions 

The analysis of the annual company reports of the DAX-30 enterprises proves that the pension 

contributions are the “secret” salary of the management boards of the DAX-30 enterprises. There are various 

clues about the “secret” salary, as for example, the fast or immediate non-forfeiture of pension contributions for 

board members and the relation of 136:1 of the expenditures for pension contributions for board members in 

proportion to employees. 

Furthermore, the absolute amount itself and in relation to the employees displays doubts in the demanded 

basic principles in the preamble of the German Corporate Governance Code to be “in the harmony with the 

principles to provide of the social market economy for the continuance of the enterprise and his lasting added 

value (enterprise interest)” as well as the “ethically sound, independent behavior (example of the reputable 

businessman)”.  

The protection of the pension schemes for the management board is alarming concerning the risk 

management of the company and concerning the moral hazard effect. The widespread absence and application 

of malus regulations for the pension contributions cannot be accepted. 

The solution of Beiersdorf of no pension contribution, but to grant an enterprise value component to the 

members of the management board can be a solution for the moral hazard problem. A negative development of 

the enterprise value component would have direct effects on the assets of the board members of Beiersdorf.   

In addition, this displays an implied malus regulation. 

                                                        
12 Management board member Andreas Renschler received a compensation of 11.5 million Euros and management board member 
Herbert Diess received 5 million Euros. 
13 Management board member Christine Hohmann-Dennhardt received 6.3 million Euros.  
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In conclusion, board members earn quite high fixed salaries and may earn even more by short-term and 

variable remuneration. An additional pension contribution raises the gross income considerably.  

Pension contributions should be organized in such a way, that: 

(1) Pension contributions refer to the risk of the enterprise and have the same risk level as a non-secured 

creditor of the enterprise; 

(2) Malus regulations are introduced for pension contributions and the legal regulations are used. 

The code introduces the transparency which is necessary to lead a discussion about salary components.   

In particular, the dangers of the different remuneration possibilities must be discussed to protect all 

stakeholders and to improve the situation continuously. 

The critical issues of pension contributions to management boards should be researched further. 

Particularly, it is important to generate further data from the coming years to prevent the increasing use of 

pension contributions as a salary replacement. Further research should examine the main critical findings: 

(1) Interaction between moral hazard effect and inside debt; 

(2) Implementation of malus regulations for pension contributions. 
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Appendix: Annual Company Reports 

Company name 
Issue date Reporting year Place 

2015 2016 2017 2014 2015 2016  

Adidas  O X  O X Herzogenaurach 

Allianz  O X  O X Munich 

BASF  O X  O X Ludwigshafen 

Bayer  O X  O X Leverkusen 

Beiersdorf  O X  O X Hamburg 

BMW  O X  O X Munich 

Commerzbank  O X  O X Frankfurt 

Continental  O X  O X Hannover 

Daimler  O X  O X Stuttgart 

Deutsche Bank  O X I O X Frankfurt 

Deutsche Börse  O X  O X Frankfurt 

Deutsche Post  O X  O X Bonn 

Deutsche Telekom  O X  O X Bonn 

E.ON SE  O X  O X Bonn 

Fresenius  O X  O X Bad Homburg 

Fresenius Medical Care  O X  O X Bad Homburg 

HeidelbergCement  O X  O X Heidelberg 

Henkel  O X  O X Duesseldorf 

Infineon  O X  O X Neubiberg 

Linde  O X  O X Munich 

Lufthansa  O X  O X Frankfurt 

Merck  O X  O X Darmstadt 
Münchner 
Rückversicherung 

 O X  O X Munich 

ProSiebenSat.1 Media  O X  O X Munich 

RWE  O X  O X Essen 

SAP  O X  O X Walldorf 

Siemens  O X  O X Munich 

ThyssenKrupp O X   
O 
(2014/2015)

X 
(2015/2016) 

Essen 

Volkswagen  O X  O X Wolfsburg 

Vonovia  O X  O X Bochum 
Note. I, O, and X identify the respective issue year and its connecting reporting year for the annual company report. 


