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Abstract

In this study, we utilize the impulse control theorem to analyze the optimal corporate
pension funding policy. The optimal funding strategy includes the threshold value of the
firm, the level of the optimal firm value after funding, and the amount of the funding under
the consideration of the interests of stockholders and labors. When the current value is
higher than the threshold value of the firm, the corporation will choose to fund the pensions
that is equal to the difference between the current firm value and the level of the optimal
firm value after funding. The difference is before tax. On contrary, no funding will take
place. An increase in tax or in funding based on the trade-off between the interests of
stockholders and labors will increase (or decrease) the threshold value of the firm, but

decrease (or increase) the level of the optimal firm value after funding.

Keywords: Pension, Defined Contribution Plan, Impulse Control, the Threshold Value of

Firm
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