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Inaugural Session

Welcome Address

Mr. Amitabh Chaudhry, Chairman, FICCI's 

Insurance and Pensions Commi�ee, Managing 

Director and CEO, HDFC Life Insurance Company 

Limited.

M r.  C h a u d h r y  b e g a n  b y  t h a n k i n g  t h e 

dis�nguished speakers, including Mr. Contractor 

and Prof. Asher and extended a warm welcome to 

all the delegates at the conference. He stressed 

on the need for India to have a robust pension 

system to avoid old age poverty and social 

distress, given the increasing life expectancy and 

gradual disappearance of the extended family 

system. Though India has a strong savings culture, 

it is ironic that the pension scenario in the country 

is marked by low and insufficient coverage. The 

research done by Towers Watson shows that 

pension assets in India account for a meagre 12% 

of the country's GDP in contrast to developed 

economies like the US and UK, where pension 

assets are 127% and 116% of GDP respec�vely. 

Hence, there is urgent need to deepen and 

broaden the formal pension system in India. He 

men�oned that it is the collec�ve responsibility of 

all the stakeholders to ensure that the promises 

are delivered and the conference, 'India: Moving 

Towards a Pensioned Society' has been set in this 

context. 

Mr. Chaudhry highlighted the posi�ve steps taken 

by the government and the regulator in this 

direc�on. Some of these steps include - tax free 

status allowed for par�al withdrawal from NPS in 

the latest budget which would enable subscribers 

withdraw money in special circumstances; 

successful implementa�on of e-NPS and end-to-

end online process for opening the NPS account, 

easing out of several norms related to the Atal 

Pension Yojana, permission granted to long term 

re�rement funds including the pensions funds to 

invest upto 5% of their corpus in new investment 

avenues like REITS and InvITs. He however 

men�oned that these steps are welcome moves 

but may not be enough to achieve the overall 

objec�ves the government has set for the sector. 

He highlighted some of the inhibi�ng factors 

present within the ecosystem that need to be 

addressed. First, presence of mul�ple regulators 

and products in the re�rement space are not 

aiding in developing a cohesive strategy. He 

further stated that presence of several products 

across the insurance and the pension space 

creates  more confus ion.  Second,  s ince 

withdrawals of savings before re�rement is a 

common phenomenon in India, tax incen�ve 

provided by the Government of India for such 

savings is a wasteful expenditure as it defeats the 

very purpose of saving for re�rement. Third, 

pension funds are not automa�cally adjusted for 

infla�on; constant amounts are contributed to 

pension which do not move in line with infla�on. 

Fourth, unlike in schemes like EPF in which there 

are restric�ons in increasing the voluntary 

contribu�on, the contribu�on rates of voluntary 

coverage are flexible in case of NPS. Fi�h, there is 

lack of clarity on portability of accumulated 

corpus of NPS, EPF and SAF. There is also high 

disparity of tax treatment across EPF, NPS and 

SAF. There is lack of mandatory contribu�ons for 

companies with less than 20 employees. 

Employees earning less than Rs. 15000 per month 

and without the exis�ng membership of PF could 

also be excluded from par�cipa�on in the 

otherwise mandatory EPF scheme, and equity 

exposure in the NPS scheme is s�ll restricted to 

15% for government subscribers and 75% for 

private ci�zens, which too is an inhibitor.  

He further offered some sugges�ons to address 

the challenges faced by the sector. First he said 

that there is need to promote and organise 

awareness ini�a�ves in major ci�es in which FICCI 

has taken the lead. He thanked FICCI for all the 

current interac�ons the ins�tu�on has been 

having with the local chambers across the 

country. He also highlighted the need to ensure 

transparency in communica�on with the 

subscribers to embed a feeling of trust and 

confidence. Technology integra�on across the 

value chain right from sourcing, processing, 

repor�ng, customer rela�ons, and payouts is 

important and while some parts of it have been 

integrated, integra�on across the value chain 

needs to be ensured. He is of the opinion that the 

sector can be made more profitable by leveraging 

technology, big data analy�cs, etc. Also since 

(L-R) Mr. Naveen Aggarwal, Partner, COO- Tax, KPMG in India ; Mr. Amitabh Chaudhry, Chairman, FICCI's 
Insurance and Pensions Committee, Managing Director and CEO, HDFC Life Insurance Company Limited ; 

Shri Hemant G. Contractor, Chairman, Pension Fund Regulatory and Development Authority (PFRDA) ; Prof. 
Mukul G Asher, Professorial Fellow, Lee Kuan Yew School of Public Policy, National University of Singapore ;  

Ms. Jyoti Vij, Deputy Secretary General, FICCI

Shri Hemant G. Contractor, Chairman, PFRDA being 
welcomed by Mr. Amitabh Chaudhry, Chair, FICCI’s 

Insurance and Pensions Committee
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there is poor awareness of the subject across 

masses, he believes that pension fund managers 

should be allowed to ac�vely sell NPS and should 

reach out to a larger number of customers of the 

parent companies.  

Mr. Chaudhry sought support and guidance from 

Mr. Contractor on few issues. First, gran�ng an 

EEE status for NPS as lack of EEE status inhibits 

subscriber enrolment in NPS presently as 

compared to EPF and PPF schemes. Second, 

allowing PFMs to sell and distribute NPS which 

would aid higher penetra�on of pensions and 

provide a revenue stream to the PFM. Mr. 

Chaudhry believes that since it is a simple product 

and the authority bestowed with PFRDA and 

stringent controls, there is very limited scope for 

miss-selling. In the annuity market, allowing 

customers to have op�ons other than annuity on 

maturity will build customer confidence. 

Leveraging technology to provide self-servicing 

capability to customers is another area that needs 

to be looked at. The CRA mobile App should allow 

for online opening and servicing transac�ons 

including changing PFMs and assigning 

alloca�ons under app which would result in 

customer sa�sfac�on and promote new 

enrolments. He further added that allowing 

higher equity exposure based on subscribers' 

views of what the risk could be is also important. 

People should have the right to opt for higher 

levels of equity if they wish to, he said. 

Release of the FICCI-KPMG Knowledge Paper 

Presenta�on

Mr. Naveen Aggarwal, Partner, COO-Tax, KPMG 

in India

Mr. Agarwal reiterated the fact that for India to 

realise its dream of a pensioned society, it would 

have to take a number of steps to significantly 

improve its current pension coverage which is as 

low as 12% of the workforce. The current 

par�cipants would also have to be encouraged to 

substan�ally increase their contribu�ons so that 

they bui ld  a  meaningful  corpus before 

re�rement. Mr. Agarwal believes that if these 

steps are not taken, the demographic dividend 

can poten�ally convert into a demographic 

disaster. He also added that while the average 

working age popula�on of China and Russia will 

decline by about 20% over the next three 

decades, for India, this propor�on would actually 

increase by about one third over the next three 

decades, as revealed by the UN sta�s�cs. So, the 

rapidly aging popula�on coupled with weakening 

of the tradi�onal support system of joint family 

could poten�ally result in large scale old-age 

poverty in India. 

The number of elderly people aged over 60 years 

and above will reach about 33 crores by 2050.  

Currently one out of every 12 Indian is 60 years 

and above, however by 2050, this number could 

change to one out every five Indians and only 

China will be behind India in terms of people 

above 60 years of age. Mr. Agarwal therefore feels 

that there is an urgent need to build a robust and 

sustainable pension system that facilitates 

pension penetra�on, regular and sizable 

contribu�ons and good investment returns. He 

believes a well-designed pension system would 

have three objec�ves: “First, it will ensure 

sufficient pension contribu�ons during the 

employees' earning lifespan to ensure a 

reasonable standard of living a�er re�rement.  

Second it will be economically and financially 

affordable and third, it will help build long-term 

savings and investments in infrastructure 

projects”. 

Presenta�on on employee pensions in India 

Mr. Rambir Dalal, Director, Social Security 

Services-Tax, BSR & Co. LLP

Mr. Dalal highlighted some of the benefits 

received through the reform measures taken by 

the government in the pension sector to tackle 

the twin challenges of low pension coverage and 

inadequate contribu�ons towards pensions. For 

instance, following the voluntary disclosure 

scheme announced in  December 2016, 

par�cipa�on in EPF has reportedly increased by 7 

million. The interest payment on dormant 

accounts has been restored, enabling people to 

save for re�rement. Increase in the age limit from 

58 to 60 years in employees' pension scheme has 

allowed subscribers to stay longer in this scheme. 

However, Mr. Dalal too feels that there is a long 

way to go.

'Under the EPF system, which is the only 

mandated plan in India, companies with 20 or 

more employees are only required to contribute 

to the EPF system.'  Referring to the MSME sector, 

he men�oned that there are more than 5 crore 

micro and small industries in India, who do not 

have to contribute to the EPF system. Even in the 

voluntary coverage op�on of EPF, there are some 

strict condi�ons. “Therefore, it is not really a 

voluntary system essen�ally, and if there are 

some design innova�ons there which increases 

the flexibility, it will improve the pension 

par�cipa�on”, he stated. Addi�onally, there is 

lack of clarity on some parameters like the salary 

base for PF as well as number of li�ga�ons that 

are presently going on, which if can be set right 

would improve the pension coverage in India. He 

further highlighted that many a �me women face 

gaps in their career because of child care and 

there are people who are interna�onally mobile 

who have to forego the pension system as they 

are outside the country for many years. For these 

special situa�ons, there is presently no provision 

for catch-up contribu�ons and this requires 

design innova�on, which can surely improve the 

pension coverage in India.

Mr. Dalal also shared some global experiences in 

pension reform ini�a�ves: Hong Kong has a 

mandatory provident fund with a phased 

withdrawal op�on, while Israel has increased the 

contribu�on rate both for the employees and the 

employers. In Chile, the investment basket has 

been expanded to include alterna�ve asset 

classes. In Turkey, all employees, self-employed or 

employed in corpora�ons, are automa�cally 

enrolled for pension schemes if they are below 45 

years of age.  Vietnam has increased the salary 

base by including all allowances and in many 

countries the re�rement age has been increased 

gradually to take care of the longevity problems. 

Mr. Dalal therea�er presented the key findings of 

the 'employer pension plan survey' conducted by 

KPMG in India and FICCI. Key findings of the 

survey included the following: Tax benefits 

emerge to be most important for re�rement 

planning; 92% of the respondent companies find 

tax benefits cri�cal for increasing re�rement 

savings.  On the portability front, majority of the 

companies having superannua�on funds have 

provided the portabil ity op�on to their 

employees who can now move to the NPS. In 

terms of pension plans, the survey revealed that 

93% of the companies had the EPF, 36% had NPS, 

and 29% had superannua�on funds. 44% of the 

companies felt that the current re�rement plans 

in their companies were inadequate. 

With respect to NPS, the survey revealed that 

wherever the companies have adopted the 

corporate NPS plan, only or mostly, the senior 

level employees have been contribu�ng with the 
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pension contribu�on rate being very low at up to 

only 10%. 48% of the respondents felt that the 

pension savings should be in the range of 20% to 

30% to generate a meaningful re�rement corpus.  

42% of the companies which had adopted NPS 

said that they have given this facility to their 

employees to empower them, so that they can 

make the right re�rement choices.  However, 67% 

of the respondents did not arrange regular 

awareness sessions on re�rement planning and 

that may perhaps explain why the NPS 

penetra�on within those companies which have 

re�rement plans is only up to 10%, the survey 

revealed. Mr. Dalal believes that as an HR 

community, efforts have to be made to make 

effec�ve communica�ons, so that people can 

take the benefit of this pla�orm. Summarising, 

Mr. Dalal said that “we have to make changes in 

the regulatory regime as well as in our service 

delivery to increase both the pension coverage as 

well as making the pensions more adequate, 

more meaningful.”

Special Address

Prof. Mukul Asher, Professor, Lee Kuan Yew 

School of Public Policy, Na�onal University of 

Singapore 

Prof. Asher stated that pension issues are 

a�rac�ng anxiety globally by all stakeholders and 

India is not an excep�on.“We need to look at 

pensions from a broader context and not focus 

only on the financial and capital market side”, he 

said. 

Since May 2014 elec�ons, the no�on that social 

protec�on should be an integral part of India's 

growth and development strategy has been 

increasingly accepted and being implemented in 

a variety of schemes that the government has 

promulgated. Prof. Asher shared that India is 

rapidly aging; the country's fer�lity rate is 2.32 

while the replacement rate is 2.15 and by the end 

of  the current  decade,  India  wi l l  have

'replacement rate' fer�lity. Moreover, there will 

be large varia�on amongst states that will create 

addi�onal problems and challenges. Further, he 

added that India's demographic advantage could 

shrink by 2030 and this would be rapid since in 

case of pension there is need for a period of 75 

years to make the system sustainable, however 

India's pace of ageing is rapid and will be 

outpacing countries like Indonesia, Philippines, 

etc. “In 1950 people at the age of 55 years 

believed that the remaining life expectancy was 

55 years which by 2015, was 65 years. Hence, this 

should be kept in mind while designing pension 

systems.” 

In India people look at pension in an individual 

scheme format, i.e. NPS, Atal Pension Yojana, LIC 

Life Annuity, HDFC Life Annuity or some other 

scheme. But Prof Asher feels that a Na�onal 

Pension Research Centre should be set up instead 

with par�cipa�on from private industry and the 

government and urged the regulators and others 

to take lead in this area to ensure that each 

household obtains re�rement income not just 

from a single source, but from a variety of sources 

with each contribu�ng a propor�on to the 

re�rement income. “Pension is from all sources 

Mr. Amitabh Chaudhry welcoming 
Prof. Mukul Asher

and that would include finding skills that will 

allow us to obtain 5 to 10% of the income in our 

re�rement even when we are 70.”He also raised 

some more points for considera�on; “How to 

make the labour market flexible? How to get EPFO 

reduce the requirement rate of contribu�on a�er 

the subscribers reach the age of over 60 or 65 

years?”

Prof. Asher is of the opinion that India lacks a 

systemic view and has been building silos rather 

than schemes.  He feels that welfare of the elderly 

depends on being able to access a bundle of 

services, as they do not need money per se but 

need money to buy services. He gave examples of 

the European countries where increasingly 

annui�es are designed to ensure a bundle of 

services, wherein an individual contributes a 

certain amount of money and services are 

provided in return. In this system, money is 

looked at in a different manner and suggests ways 

of reducing expenditure needs in old age. He 

further highlighted the government ini�a�ves in 

India that have helped people in reducing their 

expenditure needs like be�er delivery of health 

care through Ujwala Yojana, availability of toilets, 

improved water management, etc. He further 

suggested that elderly associa�ons should 

increasingly request the Government for 

ameni�es par�cularly designed for older people 

which will enable the government to provide 

infrastructure like the metro, railways sta�ons or 

bus sta�ons with different facili�es for the elderly.  

This way there will be improvement in the bundle 

of services provided to the aged ci�zens rather 

than providing money as pension. 

He further provided a global compara�ve analysis 

for India's pension sector. He highlighted that as 

compared to global pension assets of over 35 

trillion dollars in 2015, pension assets in India 

were around 94 billion dollars. Since India 

accounts for 1/6th of the global popula�on, Prof 

Asher feels that India should account for atleast 

8to 10 percent of the pension assets of the world 

(~3 to 3.5 trillion dollars). He also shared that of 

the 35 trillion dollars assets managed around the 

world a lot of the money has been invested in 

India's capital market. In contrast, India's pension 

funds have so far not been so ac�ve in our own 

capital markets. Interes�ngly, while global 

pension assets are growing at 8%, India's pension 

assets are growing at 16%, largely due to lower 

base. Prof Asher suggested that pension assets of 

India should keep growing as it is crucial to 

increase its overall share and also because 

globally, high growth has been the most 

important pension ini�a�ve.

Presently, India's numerous pensions and related 

schemes both mandatory and voluntary cover 

only about a third of the labour force and around 

only a quarter of the current elderly are accessing 

pensions. These shares need to increase, but in a 

sustainable manner. There are many limita�ons in 

this regard, key ones being lack of systemic 

approach for integra�ng different components of 

the system, insufficient professionalism, 

outdated provident and pension fund laws and 

regula�ons and the civil service employment 

contract, lack of uniformity and pension 

protec�on among different groups. There is a 

need for policy coherence and organiza�onal 

coordina�on; for instance, the Atal Pension 

Yojana and LIC's Varishta Bima Yojana, two similar 

schemes having guaranteed returns are managed 

by two different agencies having two different 

investment guidelines. 

Prof. Asher ended his presenta�on by giving out 

the broad sugges�ons from his side which 

included: bundling of services, as rapid aging 

would require a closer coordina�on between 

pension and healthcare system and other 

organisa�ons; improving the level of trust in the 

fi n a n c i a l  s e c to r  i n d u st r y  a m o n g st  t h e 

stakeholders which is low globally; shi�ing of ESIC 

from Labor to Health Ministry; bringing in greater 
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level of professionalism and system wide 

perspec�ve in the social security sector; 

modernisa�on of current provident fund and 

pension fund laws and refining of NPS; ini�a�ves 

for communica�on and financial l iteracy 

enhancement; greater focus on research and data 

gathering as data is very limited.  Addi�onally, the 

administra�ve cost of the current NPS should be 

sustained and some of the distribu�on cost 

should be minimized. He also apprised the 

audience with the concept of PHI and suggested 

that the pensions industry should embrace. By 

PHI, Prof. meant:

P: Purpose of the organisa�on shi�ing from 
process to outcome.

H:  Habits of stakeholders, including of officials of 
provident fund organiza�ons, as well as their 
trustees, and regulators

I: Incen�ve structures for the organisa�ons, 
officials and members. 

Inaugural Address

Shri Hemant G. Contractor, Chairman, Pension 
Fund Regulatory and Development Authority 
(PFRDA) 

Mr.  Contractor  men�oned about  the 2 
contras�ng sides of the pension sector: One, the 
formal sector, which is well covered by pension 
schemes and the other, the informal sector, which 
is poorly covered. Informal sector in India 
accounts for 85% of the workforce and comprises 

of a heterogeneous mass of people spread across 
the country and poses a challenge in the context 
of pension coverage. One of the reasons for the 
poor funded ra�o is that India has been a late 
starter as far as pensions are concerned.  

Mr. Contractor then explained why certain 
por�on of pension funds is not invested in capital 
markets in India. Pensions for civil servants and 
defence personnel for long were paid out of 
government budgets and were not contributory 
schemes and as a result nothing is invested in the 
market. In other countries, most of the schemes 
are contributory in nature and in many countries 
even the government makes a contribu�on and is 
also invested in markets resul�ng in crea�on of 
assets. However with forma�on of EPFO, pension 
have become contributory in nature and the pace 
is picking up now and with NPS, the scheme for 
civil servants (joined a�er 1st January 2004) has 
also become contributory in nature and their 
contribu�ons get invested in the market adding to 
the funded base.

In the informal sector, there is a lot of i�nerant 
labour. India needs to have a pension system, 
which will take care of the needs of such labour 
force wherever they go, in other terms portability.  
Quo�ng a survey conducted around 10 years back 
by the Asian Development Bank of the informal 
sector, he men�oned that 80% of the people 
surveyed did not even know what a pension was. 
Hence there is need to educate people about the 
need for pension and its benefits. With the 
crea�on of PFRDA and later the NPS, the 
government has set up a regulator, a statutory 
body with powers to adjudicate over cases, and 
with puni�ve powers enabling it to take correc�ve 
ac�on whenever required. With the NPS, the 
government has opened the doors for the 
informal sector to join, he added.

Mr. Contractor pointed out that without 
government support, it is not possible to cover 
the informal sector in a big way and also 
h i g h l i g hte d  t h e  va r i o u s  i n i � a� ve s  t h e 

government has taken in this space. He further 
added that India has a workforce of about 500 
million people or 50 crore people, and of which 
about 14%-15% is the formal sector, which is fairly 
well covered, but 85% is not at all properly 
covered , about almost 400 million people or 40 
crore people and the discussion is about this 40 
crore people. 

He then highlighted the challenges faced in India. 
“People are living longer and the intergenera-
�onal support, which used to be available in the 
form of the joint family system is slowly breaking 
down and people in their old-age are increasingly 
having to fend for themselves in their old-age.  
The other major challenge is that both NPS and 
Atal Pension Yojana are voluntary schemes and 
the experience of voluntary pension schemes 
across the world has been quite modest.” Ci�ng 
the example of China, Mr. Contractor said that 
China has a scheme for people who are not in any 
formal employment and it has been able to get 
about 142 million accounts which is around 20% 
of the popula�on. About one third of China's 
popula�on is in the formal employment. 

In the informal sector, income levels are rather 
low and they are intermi�ent (not regular). About 
20-22% of the popula�on is below the poverty 
line, who do not have the capacity to save for 

anything and need to be supported by the 
Government and the government currently has a 
scheme in place for providing pensions to people 
below the poverty line and to people who are 
over the age of 60. However the amount given by 
the government by way of pension is very small.  
The remaining 75-80% people should be 
convinced to enrol for pension savings. 

Mr. Contractor suggested that the government 
must adopt so� compulsion methods or auto 
enrolment methods as is the case in other 
countries, wherein one is automa�cally included 
unless they choose to opt out. He believes that 
the �me is right to increase pension coverage as 
the economy is growing well and India is 
considered one of the brightest spots in the world 
with infla�on at a rela�vely low level of 5-6%. “So 
with lower infla�on, real savings go up and that is 
an inducement for people to save in financial 
assets, so you know that the stage is set and the 
�me is opportune for people to join pension 
plans”, he said. Mr. Contractor believes that 
people will join pension plans going forward, but 
he would like to see the pace of enrolments going 
up. He further added it is in this area that all 
efforts are currently concentrated on to get more 
and more people to join pension schemes and 
stave off the problems associated to old age as 
men�oned earlier. 
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SESSION I

Enabling regulatory regime for growth of 

pensions sector in India

Session moderated by Mr. Ashish Gupta, Partner, 

BSR & Co. LLP

Panellists:

l M r.  M u k e s h  K u m a r ,  R e g i o n a l  P F 

Commissioner, Employees' Provident Fund 

Organiza�on (EPFO) 

l Mr. Sumit Shukla, CEO, HDFC Pension 

Management Co Ltd 

l Mr. Sashi Krishnan, CEO, Birla Sun Life 

Pension Funds

l Mr. Kumar Sharadindu, Managing Director & 

CEO, SBI Pension Fund Pvt Ltd 

Overview by Mr. Ashish Gupta

Mr. Gupta presented an overview of the pension 

sector in India. He emphasised the need for a 

regulatory regime for the sector. As India is 

moving towards a pensioned society, there is a 

need for enabling regulatory regime for the 

growth of the pension sector, he said. Only 1 in 10 

or 12 persons are covered under pension scheme 

and there is a need to bring about a dras�c change 

in the scenario. At present, India has EPFO which 

is the largest pension scheme, NPS which covers 

significant propor�on of the popula�on, 

superannua�on which is purely for the private 

sector (not very big), and schemes like Atal 

Pension Yojana for people under the lower 

income brackets. 

The World Bank has indicated five pillars and India 

has somewhere touched upon all these pillars. 

First being the 'Zero pillar' or non-contributory 

one; Indian government has schemes which cover 

the BPL sector wherein government provides for 

the pension from the exchequer and no 

contribu�on is required.  India has the mandatory 

'First pillar' which is a contributory scheme 

wherein employees are required to pay as they 

earn and the accumula�ons would convert into 

pension at re�rement age. The Second pillar, well 

defined contribu�on scheme, India has PF and 

NPS wherein contribu�ons are defined. The Third 

pillar is savings scheme where India is slightly 

be�er on the savings front as the country has 

large number of small savings. The Fourth pillar is 

the non-financial pillar which covers family 

support, health support, etc. So, while India has 

touched upon all the five pillars, it has not been 

able to achieve the required growth in the 

pension sector as there is a huge gap. 

Mr. Gupta further men�oned that the discussion 

during the session would seek views from the 

panellists and gather perspec�ve on the 

regulatory regime for the pension sector and how 

it can further be developed/strengthened to help 

in terms of growth of the pension sector in India.  

Mr. Gupta then asked his first ques�on from the 

panellists.

Ques�on: Is there a �me which has come in and 

is there a need which has risen that the country 

needs to get into some form of mandatory 

scheme for India or whether the Government 

should mandate the contribu�on for all or for 

some selected sectors of society to mandatorily 

contribute to the scheme or mandatorily 

contribute to the pension scheme?

Panellists' Views:

Mr. Kumar Sharadindu was of the opinion that 

contribu�on towards NPS can be made 

mandatory only in the formal sector of India as 

the informal sector which is very large has poor 

people who have a tough �me making a day to 

day living; hence contribu�ons cannot be made 

mandatory for such people. Similar to the case of 

EPFO, it would make sense to make a mandatory 

provision in the formal sector to begin with and 

the awareness level shall increase gradually in the 

informal sector too, in case the formal sector is 

brought under the NPS. 

Globally, the experience with pension schemes 

which are voluntary in nature has not been really 

very posi�ve and it holds good as much for our 

country as it does for the rest of the world. EPFO 

contribu�ons to PF have been made mandatory 

and it took off on account the benefit that accrues 

to the individuals rather than the government 

that mandated it. Something similar is needed 

now. People can be given the op�on to shi� from 

exis�ng Provident Fund structure to NPS. While 

the issue of defined benefit compared to a market 

linked return would always be there, the 

individuals can take a decision on that.

(L-R) Mr. Sashi Krishnan, CEO, Birla Sun Life Pension Management Ltd ; Mr. Kumar Sharadindu, MD & CEO, 
SBI Pension Funds Pvt Ltd  ; Mr. Mukesh Kumar, Regional PF Commissioner, EPFO ; Mr. Sumit Shukla, CEO, 

HDFC Pension Management Co Ltd ; Mr. Ashish Gupta, Partner, BSR & Co. LLP
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scheme for India or whether the Government 

should mandate the contribu�on for all or for 
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Mr. Kumar Sharadindu was of the opinion that 

contribu�on towards NPS can be made 

mandatory only in the formal sector of India as 

the informal sector which is very large has poor 

people who have a tough �me making a day to 

day living; hence contribu�ons cannot be made 

mandatory for such people. Similar to the case of 

EPFO, it would make sense to make a mandatory 

provision in the formal sector to begin with and 

the awareness level shall increase gradually in the 

informal sector too, in case the formal sector is 

brought under the NPS. 

Globally, the experience with pension schemes 

which are voluntary in nature has not been really 

very posi�ve and it holds good as much for our 

country as it does for the rest of the world. EPFO 

contribu�ons to PF have been made mandatory 

and it took off on account the benefit that accrues 

to the individuals rather than the government 

that mandated it. Something similar is needed 

now. People can be given the op�on to shi� from 

exis�ng Provident Fund structure to NPS. While 

the issue of defined benefit compared to a market 

linked return would always be there, the 

individuals can take a decision on that.
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Mr. Sashi Krishnan believes that making 

contribu�ons mandatory makes sense and would 

be easier, as people would not be able to make a 

choice given the low financial literacy level and 

improving financial literacy would be a very uphill 

task. People tend to postpone the decision of 

keeping money into a pension scheme, especially 

in the unorganised sector which tends to have a 

higher mortality rate; people are not sure if they 

will live beyond the age of 60 and hence do not 

see the need for pension. If people start believing 

that they are going to live for 15 years over 65 

years of age, then they would consider pension 

carefully if it is made mandatory.

The unorganised sector has low disposable 

income and if people belonging to this sector are 

asked to contribute towards pension, it could 

result in a welfare loss since they could spend the 

money kept for pension contribu�on on other 

necessary things. As the economy grows, income 

level will improve and consequently disposable 

income would become higher and it would lower 

the welfare loss. From a policy perspec�ve, we 

should be considering at something closer to 

mandatory than a pure choice of pensions, 

Mr. Krishnan said.

Mr. Ashish Gupta–India is moving towards 

AADHAR based popula�on wherein the 

iden�fica�on of people is clearly easy, there are 

Jan-Dhan accounts, transparency through 

technology is enhancing. Mr. Gupta requested 

Mr. Shukla to share his views on these latest 

developments?

Mr. Sumit Shukla highlighted that more and more 

people now are of the opinion that they 

themselves should take the decision regarding 

the way their money needs to be used/spent 

rather than the government deciding on behalf of 

them. Given this situa�on, making contribu�ons 

mandatory would not help; while it may aid in 

increasing the number of people joining the 

scheme, the remorse would be higher, according 

to Mr. Shukla. Instead the focus should be on 

making the product good, that more and more 

people would try/be interested in buying the 

product. He feels that the current products 

including NPS and others have challenges which 

are resul�ng in lower o�ake of these products. 

He also said that lot of people in India are 

subscribing to PPF, which has never been 

mandatory, and likewise there are other financial 

products which people have subscribed to on 

their own.  

AADHAR gives us a great opportunity for broad 

basing the approach and ge�ng more and more 

subscribers to join the product, but in the end he 

strongly believes the focus should be on making 

the product be�er, and making it mandatory may 

take the focus off the product. Mandatory is an 

easy solu�on for a bigger problem. 

As a solu�on Mr. Shukla shared that 'tax 

incen�ves' play a very important role in India and 

it is one big driver for any product to get 

embedded in any financial planning. For people 

who are below the limit of taxability, and not 

buying the product only for tax reason, the ease of 

buying the product and product being good 

would con�nue to be the differen�ator for the 

people.

Mr. Shukla further men�oned that as a product 

Jan-Dhan schemes are also good with individuals 

receiving insurance coverage at Rs. 12 and at Rs. 

330. People have subscribed to these schemes 

and many of  them have renewed their 

subscrip�ons as well, and around 90% of the 

subscribers have renewed it for the second year. 

He highlighted the features which have made this 

scheme a success in India; the product saves 

money, gives good returns and in addi�on the 

ease of opera�ng the account where the product 

gets renewed with a debit make it a great product. 

It could lead to even people not in the tax bracket 

taking up the schemes. 

Mr. Gupta: Automa�c renewal could play an 

important role as a so� compulsion method. The 

registra�on could be automa�c while people 

could be given the op�on to decide on whether 

to withdraw the money or keep it invested in the 

scheme. 

Mr. Mukesh Kumar said that scheme has to be 

made mandatory for making it work in India and 

op�on of choice could be given at a later stage 

when people are more informed.  In the year 

2015-16, the total pension outgo from the PF 

department was Rs. 8,263 crore while Rs. 5,282 

crores was paid towards withdrawal benefit, 

implying that people who are not eligible for 

pension have withdrawn this amount. Hence 

unless it is mandatory, people will withdraw their 

money. He highlighted the case of EPFO, which 

h a s  a  p rov i s io n  t h at  i n  ca s e  a  p e rs o n 

completes/crosses 10 years of contributory 

service, they become eligible for receiving 

pension compulsorily and the scheme offers no 

op�on of withdrawing the amount. “If this 

provision was not there, people would have 

withdrawn the amount for some or the other 

reason”, feels Mr. Kumar. While providing people 

with choices, it is important to keep in mind that 

these choices should be given to only well-

informed people who can make a choice. 

Ques�on:  Tax incen�ve appears to be the major 

factor for pension contribu�on. Are there 

enough tax incen�ves across the schemes, which 

are enough and sufficient to drive more and 

more people towards these schemes or is there a 

need to have more tax incen�ves to increase the 

coverage?

Mr. Sashi Krishnan highlighted NPS has an EET tax 

structure and this is only useful if one knows what 

would be the marginal tax when one re�res. 

Given that most of the people are struggling to 

find out their taxes today, pushing the pension 

scheme on tax incen�ves could be tricky. More 

importantly there has to be equity that goes into 

re�rement and the principle of equity needs to be 

applied. All re�ral products need to be treated 

similarly so that nobody has an advantage or 

disadvantage. Lot of people who are financially 

literate believe that compulsory annui�za�on is 

the problem and the issue of doing away with 

annui�za�on is that one would not be going 

towards a pensioned society. 

Mr. Gupta asked that the finance minister in 

2015 budget announced tax incen�ves on 

pension wherein withdrawals of upto 40% of the 

total quantum were made tax free. Has this led 

to an increase in subscrip�ons?
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scheme, the remorse would be higher, according 
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He also said that lot of people in India are 

subscribing to PPF, which has never been 

mandatory, and likewise there are other financial 

products which people have subscribed to on 

their own.  

AADHAR gives us a great opportunity for broad 

basing the approach and ge�ng more and more 

subscribers to join the product, but in the end he 

strongly believes the focus should be on making 

the product be�er, and making it mandatory may 

take the focus off the product. Mandatory is an 

easy solu�on for a bigger problem. 

As a solu�on Mr. Shukla shared that 'tax 

incen�ves' play a very important role in India and 

it is one big driver for any product to get 

embedded in any financial planning. For people 

who are below the limit of taxability, and not 

buying the product only for tax reason, the ease of 
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would con�nue to be the differen�ator for the 

people.
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made mandatory for making it work in India and 

op�on of choice could be given at a later stage 
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crores was paid towards withdrawal benefit, 

implying that people who are not eligible for 

pension have withdrawn this amount. Hence 

unless it is mandatory, people will withdraw their 

money. He highlighted the case of EPFO, which 
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service, they become eligible for receiving 

pension compulsorily and the scheme offers no 

op�on of withdrawing the amount. “If this 

provision was not there, people would have 

withdrawn the amount for some or the other 

reason”, feels Mr. Kumar. While providing people 

with choices, it is important to keep in mind that 

these choices should be given to only well-

informed people who can make a choice. 

Ques�on:  Tax incen�ve appears to be the major 

factor for pension contribu�on. Are there 

enough tax incen�ves across the schemes, which 

are enough and sufficient to drive more and 

more people towards these schemes or is there a 

need to have more tax incen�ves to increase the 

coverage?

Mr. Sashi Krishnan highlighted NPS has an EET tax 

structure and this is only useful if one knows what 

would be the marginal tax when one re�res. 

Given that most of the people are struggling to 

find out their taxes today, pushing the pension 

scheme on tax incen�ves could be tricky. More 

importantly there has to be equity that goes into 

re�rement and the principle of equity needs to be 

applied. All re�ral products need to be treated 

similarly so that nobody has an advantage or 

disadvantage. Lot of people who are financially 

literate believe that compulsory annui�za�on is 

the problem and the issue of doing away with 

annui�za�on is that one would not be going 

towards a pensioned society. 

Mr. Gupta asked that the finance minister in 
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Mr. Sumit Shukla answered by saying that there 

has been an increase however it has not been 

much of a quantum increase, as probably people 

are expec�ng it to be EEE.

Mr. Kumar Sharadindu added that there must be 

harmoniza�on of all types of service providers 

including EPF or insurance product or NPS, and 

regulatory regime has to be similar for all 

products, especially �ll the point when the 

investor awareness of different investment 

product improves in the country, and there are 

informed investors in large numbers. The other 

benefit of such a move would be that it would 

make comparison across products easier for 

people. As of now, most of the decisions are taken 

based on percep�on.

Ques�on: There appears to be no parity 

amongst the salaried people and the self-

employed people when they are compared from 

a tax incen�ve point of view. Can parity be a 

crucial factor in terms of ge�ng people 

incen�vized?

Mr. Sumit Shukla: As far as tax benefit is 

concerned, salaried people have a be�er 

advantage in NPS. In the Budget for 2017, the 

upper limit in NPS for self-employed has been 

increased to 20% of gross total income.  However, 

this is within the overall limit of deduc�on under 

Sec�on 80C. If this is over and above the 

deduc�on available under Sec�on 80C, it may 

drive the self-employed people to consider NPS as 

a vehicle of investment. 

Generally, it is the largely organised salaried 

segment that has benefited from the tax 

incen�ves, and for this group also tax benefits can 

be linked to the level of salary. This would help in 

a�rac�ng the younger people who are at a lower 

salary and in case a dispropor�onate level of high 

tax benefit is given to them it would aid in ge�ng 

them into the net. 

Mr. Sashi Krishnan added that In India, people 

have to be incen�vised to encourage them save 

for re�rement, which could be in the form of tax 

incen�ves, or some form of funding or some 

other form of incen�ves. Globally, there are 

countries l ike New Zealand which have 

government contribu�on that increases the 

return. Tax is actually one of the easier ways to 

incen�vise people. 

Mr. Gupta further added that if tax benefits 

available for self-employed people are studied, 

only sec�on 80C benefit is available for pensions. 

However this sec�on is not a specific part only for 

pensions but covers an en�re bucket of 

investments and has a limit of Rs. 1.5 lakh for tax 

exemp�on. This does not provide enough 

incen�ve for self-employed people to get into any 

kind of pension scheme. Self-employed people 

can be considered at par with the salaried people 

and there should be tax incen�ves over and above 

the 80C limit.

Ques�on: Investment guidelines are probably 

more flexible for NPS wherein the contributor or 

the member has lot of flexibility in terms of 

choosing which kind of investment they want to 

get into as compared to the EPF wherein the 

investments are completely restricted ones. 

Should there be more flexibility and more 

opportunity of inves�ng into equity market by 

the pension fund regulators or pension funds?

Mr. Kumar Sharadindu said that the maximum 

equity investment that can be made by a pension 

scheme is 15% and certainly there would be great 

unanimity that it can be raised substan�ally from 

15%. Another is lower share of state government 

securi�es vis-à-vis total central government 

securi�es. Risk percep�on for both types of 

securi�es is similar, however share of state 

government securi�es is lower. 

Ques�on: What are the policy restric�ons and 

what could be the possible reasons around 

having those restric�ons on the investments by 

EPFs?

All panellists agreed that said Investment 

guidelines have been given by the government for 

investment by pension funds and whatever 

flexibility is there is within these guidelines only. 

The fund is governed by a tripar�te body which 

has representa�ves from the government, 

employer and employee. Whenever there is 

discussion of inves�ng in equi�es, there is huge 

resistance from employees' representa�ve for 

fear of losing money. EPFO has started inves�ng in 

the markets; more flexibility could be given to 

EPFO or there could be specifica�ons on 

threshold limit. Employees could be given the 

op�on of choosing to make investments in equity. 

Financial literacy is improving and if returns are 

commensurate people would get higher returns 

and government may take a decision on 

increasing the limit, provide more flexibility to 

EPFO for inves�ng in equity markets.

Mr. Sumit Shukla asserted that financial illiteracy 

is a major issue for equity investment. Employees 

should be explained the reasons why equity as a 

long term investment is good with illustra�ons as 

to what would be the returns from PF if it is 

invested in equity and otherwise, about how 

funds/schemes are invested in equity. NPS has 

performed well in this regard which has created 

pressure on the PF world on looking at equity as 

an investment op�on. EPFO could be a pioneer in 

the field and once they take the lead, PPF is 

expected to follow, although the pace could be 

slower. 

Mr. Sashi Krishnan said a quan�ta�ve por�olio 

restric�on approach could be adopted. Across the 

world especially large markets where regulators 

govern asset classes or asset alloca�on for 

underlying par�cipants in the business, follow a 

'Prudent Person Rule'. Under this rule investment 

managers have to behave as a prudent person 

and if a person specifies the level of safety and risk 

the por�olio should have, then investment 

managers would prescribe the underlying 

requirements in terms of solvency and other 

requirements. Many markets, especially pension 

markets across US and UK have adopted/moved 

to this prudent person rule. India should also start 

thinking on similar lines.  

The other important fact is that we are long terms 

investors. In case we are measured on a 5-year 

performance we will tend to create an asset 

por�olio that would reflect a good 5-year 

performance or quarterly performance or 

whatever it is. Hence, we will never get to actually 

start thinking about liability driven strategies for 

pension beyond what equity and how much our 

equity is.

17P E N S I O N S C O N F E R E N C E 2 0 1 716 P E N S I O N S C O N F E R E N C E 2 0 1 7



Mr. Sumit Shukla answered by saying that there 

has been an increase however it has not been 

much of a quantum increase, as probably people 

are expec�ng it to be EEE.

Mr. Kumar Sharadindu added that there must be 

harmoniza�on of all types of service providers 

including EPF or insurance product or NPS, and 

regulatory regime has to be similar for all 

products, especially �ll the point when the 

investor awareness of different investment 

product improves in the country, and there are 

informed investors in large numbers. The other 

benefit of such a move would be that it would 

make comparison across products easier for 

people. As of now, most of the decisions are taken 

based on percep�on.

Ques�on: There appears to be no parity 

amongst the salaried people and the self-

employed people when they are compared from 

a tax incen�ve point of view. Can parity be a 

crucial factor in terms of ge�ng people 

incen�vized?

Mr. Sumit Shukla: As far as tax benefit is 

concerned, salaried people have a be�er 

advantage in NPS. In the Budget for 2017, the 

upper limit in NPS for self-employed has been 

increased to 20% of gross total income.  However, 

this is within the overall limit of deduc�on under 

Sec�on 80C. If this is over and above the 

deduc�on available under Sec�on 80C, it may 

drive the self-employed people to consider NPS as 

a vehicle of investment. 

Generally, it is the largely organised salaried 

segment that has benefited from the tax 

incen�ves, and for this group also tax benefits can 

be linked to the level of salary. This would help in 

a�rac�ng the younger people who are at a lower 

salary and in case a dispropor�onate level of high 

tax benefit is given to them it would aid in ge�ng 

them into the net. 

Mr. Sashi Krishnan added that In India, people 

have to be incen�vised to encourage them save 

for re�rement, which could be in the form of tax 

incen�ves, or some form of funding or some 

other form of incen�ves. Globally, there are 

countries l ike New Zealand which have 

government contribu�on that increases the 

return. Tax is actually one of the easier ways to 

incen�vise people. 

Mr. Gupta further added that if tax benefits 

available for self-employed people are studied, 

only sec�on 80C benefit is available for pensions. 

However this sec�on is not a specific part only for 

pensions but covers an en�re bucket of 

investments and has a limit of Rs. 1.5 lakh for tax 

exemp�on. This does not provide enough 

incen�ve for self-employed people to get into any 

kind of pension scheme. Self-employed people 

can be considered at par with the salaried people 

and there should be tax incen�ves over and above 

the 80C limit.

Ques�on: Investment guidelines are probably 

more flexible for NPS wherein the contributor or 

the member has lot of flexibility in terms of 

choosing which kind of investment they want to 

get into as compared to the EPF wherein the 

investments are completely restricted ones. 

Should there be more flexibility and more 

opportunity of inves�ng into equity market by 

the pension fund regulators or pension funds?

Mr. Kumar Sharadindu said that the maximum 

equity investment that can be made by a pension 

scheme is 15% and certainly there would be great 

unanimity that it can be raised substan�ally from 

15%. Another is lower share of state government 

securi�es vis-à-vis total central government 

securi�es. Risk percep�on for both types of 

securi�es is similar, however share of state 

government securi�es is lower. 

Ques�on: What are the policy restric�ons and 

what could be the possible reasons around 

having those restric�ons on the investments by 

EPFs?

All panellists agreed that said Investment 

guidelines have been given by the government for 

investment by pension funds and whatever 

flexibility is there is within these guidelines only. 

The fund is governed by a tripar�te body which 

has representa�ves from the government, 

employer and employee. Whenever there is 

discussion of inves�ng in equi�es, there is huge 

resistance from employees' representa�ve for 

fear of losing money. EPFO has started inves�ng in 
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managers would prescribe the underlying 
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requirements. Many markets, especially pension 
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The other important fact is that we are long terms 

investors. In case we are measured on a 5-year 

performance we will tend to create an asset 

por�olio that would reflect a good 5-year 

performance or quarterly performance or 

whatever it is. Hence, we will never get to actually 

start thinking about liability driven strategies for 

pension beyond what equity and how much our 

equity is.
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Prof. Asher said in reply to this point that there is a 

need to start thinking beyond equity for asset 

alloca�on and look at ways to earn incomes out of 

it by developing professional exper�se. Risk 

taking is another area which should be looked at. 

He gave global perspec�ve on this point and said 

that world over, gains are seen in a different way 

than losses. It is important to understand the 

amount of losses that a country is able to tolerate. 

In India, the tolerance level of losses is low, hence 

a more conserva�ve strategy is warranted and 

50% equity would fall into the high risk bracket. 

Other than Australia, UK and US, no other country 

is following this in Europe. Therefore it is 

important to be conserva�ve and develop 

competence.

Ques�on: What are your views on annuity 

versus a phased withdrawal?

According to Mr.  Sumit  Shukla,  phased 

withdrawal is a brilliant idea whose �me has 

come. But he cau�oned that it needs to be 

designed in a way so as to make it appealing to 

people. He highlighted the present scenario in the 

country. The annuity markets in India are not well 

developed, he said; the fund managers are able to 

offer be�er returns in the accumula�on phase, 

however at the de-accumula�on phase, the 

annuity returns are not as good as in the 

accumula�on phase. Phased withdrawal op�on 

in case of PF would be a big change as tradi�onally 

PF amount is withdrawn totally. However in case 

of  NPS,  40% annuity  having systema�c 

withdrawal should be implemented quickly. 

According to another view shared during the 

discussion, if phased withdrawal is allowed say 

every year about 10% of the corpus is allowed to 

be withdrawn, it would reduce the capital money 

(corpus) of the subscriber, and it could get 

exhausted eventually. Hence one needs to plan 

accordingly and withdraw reasonable amounts 

each year so that the corpus is sustained.

The regulator can offer various withdrawal 

op�ons to people, so that members can choose 

the op�on most suitable as per their need. 

Instead of withdrawing lump sum amount a�er 

the age of 60, and inves�ng the same in other 

avenues like real estate or fixed deposits, it was 

suggested that people can consider keeping the 

money with the pension schemes like NPS and PF 

which would ensure that a part of their money 

con�nues to be taken care of and managed by 

professional fund managers for a much longer 

period of �me. 

Mr. Sashi Krishnan cited example of countries like 

China where people have an op�on of 'drawdown 

annuity'. It is a lifestyle choice; a person con�nues 

to work during the age of 60-70 years, and during 

this period people do not take out their money or 

take out less of their annui�es and they are given 

the op�on of choosing what they want to do with 

their corpus. So this way they can make a lifestyle 

choice in terms of whether they want to withdraw 

money or not or earn as a regular employee. 

The other op�on that was suggested was to defer 

the age of withdrawal for few years from the 

current 60 years limit. 

Reasons were also presented for why people 

prefer to withdraw lump sum money in India. The 

experience suggests that employees o�en find 

the present annual rate of return on their corpus 

in various pension schemes like NPS (offering 8-

9% return) to be very low and hence prefer to 

withdraw. However, given the subdued interest 

rate scenario in the country, panellists feel that 

annui�es would con�nue to remain a�rac�ve for 

people as rates earned on the pension schemes 

would remain comparable as against other 

investment avenues like FDs. 

This was observed in the UK, where people were 
given the op�on to withdraw their money 
without tax at the end of the accumula�on phase. 
However, a�er about 2 years people started 
op�ng back for annui�es as interest rates started 
falling in the country. 
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SESSION II

Pushing the pensions fron�er: view from 

stakeholders

The discussions focused on:

l Employer role in providing adequate pension 

p l a n n i n g  o p � o n s  a n d  e ff e c � v e 

communica�on

l Design innova�ons to expand coverage

l Pension service providers: Role of efficiency, 

reliability and transparency in improving 

coverage

l Innova�ons in pension service delivery

Panellists:

l Dr. Badri Singh Bhandari, Whole Time 

Member (Economics) ,  Pension Fund 

Regulatory and Development Authority 

(PFRDA) 

l Mr. Rambir Dalal, Director, Social Security 

Services-Tax, BSR & Co. LLP

l Ms. Meghana Baji, CEO, ICICI Pruden�al 

Pension Funds Management Co Ltd 

l Mr. Dhirendra Kumar, Chief Execu�ve, Value 

Research India Pvt Ltd  

l Mr. Amit Gopal, Senior Vice President, India 

Life Capital Pvt Ltd

Session chaired by Professor, Prof. Mukul Asher, 

Lee Kuan Yew School of Public Policy, Na�onal 

University of Singapore

Panellists' Views:

Mr. Badri Singh Bhandari presented an overview  

of the various pension schemes currently 

available in India. He men�oned about EPF which 

covers only 16% of the workforce, as nearly 84% 

of the employment or employers in the country 

are present in the unorganised sector where 

there is no enforceable employment contract 

which serves as a major challenge in bringing 

them into the pension fold. In addi�on to EPFO, 

other occupa�onal pension providers that are 

present include Coal Miners Provident Fund, 

Assam Tea Planters Provident Fund, Siemens 

Provident Fund, Jammu and Kashmir Provident 

Fund. Investment in these funds are mainly tax 

driven irrespec�ve of whether they are from the 

organised sector, unorganised sector or self-

employed. 

While there are no social security assessment 

programs, there are schemes like Indira Gandhi 

Na�onal Old-Age Pension Scheme, Indira Gandhi 

Na�onal Widow Pension Scheme, and Indira 

Gandhi Na�onal Disability Pension Scheme, 

which are mainly for helping people below the 

poverty line. The Indira Gandhi Na�onal Old-Age 

Pension Scheme covers people who have been 

poor throughout their life. Pension is paid from 

the exchequer. In addi�on, there are pension 

products floated by the Insurance Companies and 

the Mutual Funds, which has about 35 lakh 

members. 

As on 4th March 2017, there were 15 million 

subscribers in the NPS, of which 5 million are 

under the government sector, one million are 

corporates and private unorganized or private 

retail. Other schemes like Atal Pension Yojana 

have about 9 million people.

He added that in terms of percentages, the 

government sector accounts for 34% of the 

subscribers and 87% of the assets and their 

management, while the corporate sector 

accounts for 6.3% of the subscribers and 10% of 

the assets and their management, and the 

unorganized sector, the low income people 

account for about 60% of the subscriber and just 

3% of the AUM (assets under management).  

For the underprivileged sec�on, NPS Lite was 

started in October 2010. This scheme had about 

44 lakh subscribers with more than 93% of the 

s u b s c r i b e r s  h a v i n g  l e s s  t h a n 

Rs. 10,000 balance in their accounts. Not 

everyone would have joined the scheme in 2010-

11, however even if it is later, the accumula�on in 

t h e  a c c o u n t  i s  l e s s  t h a n 

Rs. 10,000 in about 2.5 to 3 years. It is difficult to 

pay this group pension at the end of the 

accumula�on phase.

Under the Atal Pension Yojana, one can opt for 

pension between Rs. 1000 to Rs. 5000, around 

49% of the 44 lakh subscribers to the scheme have 

opted for the Rs. 1000 pension scheme, indica�ng 

that they are not in a posi�on to afford higher 

premium per month. This Rs. 1,000 pension they 

wo u ld  rec e ive  a�er  4 2  to  2 0  yea rs  o f 

accumula�on, depending on their age of joining 

in the scheme (18 to 40 years). 

Overall the key issues with the pensions sector 

include coverage in the unorganised sector, 

affordability issues in the contribu�on phase, 

(L – R) Mr. Amit Gopal, Senior Vice President, India Life Capital Pvt Ltd ; Ms. Meghana Baji, CEO , ICICI 
Prudential Pension Funds Management Co Ltd ; Prof. Mukul G Asher, Professorial Fellow, Lee Kuan Yew 

School of Public Policy, National University of Singapore ; Dr. Badri Singh Bhandari, Whole Time Member 
(Economics), PFRDA ; Mr. Rambir Dalal, Director, Social Security Services-Tax, BSR & Co. LLP ; Mr. Dhirendra 

Kumar, CEO, Value Research India Pvt Ltd
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adequacy of the pension amount, efficiency of 

the system (cost per unit of benefit or benefit per 

unit of cost), and also sustainability of the system.

In case of NPS, since the scheme is market driven, 

the returns earned will be passed down and the 

ques�on of sustainability does not arise. The 

sugges�on is that pension planning be made part 

of introductory training and employer should be 

under an obliga�on to inform employees at their 

�me of joining about the different pension 

providers and pension schemes.

By design, pension should be by auto enrolment. 

However there should not be any compulsion to 

contribute. This would also apply to an individual 

to auto enroll the underlying employees (drivers, 

cooks and domes�c help, amongst others) 

working for him/her. The loyalty bonus or other 

benefits given by an individual can be contributed 

towards the employees' old age security instead 

of being given in cash. Employees also need to be 

assured that they can withdraw their money. 

Pension products should be designed keeping the 

common man in society in mind and the service 

provider should provide simple and uniform 

products of pension schemes and the pension 

providers should compete on the basis of returns, 

quality of service for the beneficiaries, innova�on 

in service delivery, use of technology, age of 

joining, accumula�on phase, amongst others. He 

further added that PFRDA has prepared a concept 

paper  and  sought  comments  f rom the 

stakeholders and the public at large.

Ques�on: How could employers be more 

ac�vely engaged in specific ways to improve 

pension planning of the employees?

Ms. Meghana Baji presented the sta�s�cs on NPS 

enrolment. There are about 3000 employers who 

have registered for NPS and there are about 50 

PSUs which are offering NPS as a mandatory 

benefit for their employees, she said. She further 

added that NPS take-up has been limited, with 

voluntary take-up being just about 5% of the 

eligible employees, indica�ng that steps need to 

be taken beyond making it available. There have 

been few challenges with NPS. Very few people 

are aware of NPS and ini�ally, soon a�er the 

launch of the scheme, limited availability was a 

problem. Moreover, there were more compe�ng 

products offering be�er returns in the market. 

However, with the launch of e-NPS, the 

availability of NPS has improved. Also, Indian 

investors are more comfortable in inves�ng in 

physical assets (land and gold) for re�rement 

purposes and those who invest in financial assets 

prefer guaranteed return schemes. 

Mr. Dhirendra Kumar suggested that pension 

planning can be improved by including financial 

educa�on at an early stage; people need to be 

educated that investment or saving in pension is 

nothing but a postponed consump�on. It could 

be made a part of the curriculum. 

Mr. Amit Gopal on the other hand said that in the 

organized sector, employers can be categorized 

into different segments: large companies with 

defined HR, defined processes, large budgets; and 

others for whom probably there is a daily struggle 

in terms of being able to run the business itself. 

The two categories differ in terms of what they 

can do. In the first category, while there are huge 

spends on health and related ini�a�ves, none of 

these employers talk about savings. So, from that 

perspec�ve, in that segment of employers, there 

is only an enrollment to an EPFO today and an 

EPFO program is compliance driven which should 

be changed. For the second category, the smaller 

companies, which probably do not have a HR 

manager and outsource their payroll services, 

they can be asked to run a financial literacy 

program. Here the government or industry can 

step up and pay for that literacy. 

The other sugges�on in this regard was that 

companies could illustrate various scenarios with 

regards to pension, and many such schemes to 

their employees during the induc�on programs 

conducted for them.

Ques�on: Almost all of you are from commercial 

organiza�ons; do you see as a value proposi�on 

that you can sell your services on the pension 

planning to others?  Is there a value proposi�on 

there? 

Mr. Dhirendra Kumar shared that the proposi�on 

of employers being ac�vely engaged in specific 

ways to improve pension planning of the 

employees is a great one. The simplicity of it, and 

if it is being based as a special benefit, then it can 

give a great advantage to the employers. It is a 

value proposi�on, and it can add an important 

point for the job. 

Ms. Meghana Baji feels that NPS' tax advantage 

makes it an a�rac�ve proposi�on for corporates. 

There could be difficulty in explaining the 

proposi�on to the employees and here some kind 

of centralised effort in designing simple 

communica�on strategies (simple you tube 

videos or mul�media presenta�ons) could be 

taken. If the employee sees the value in the 

product, then the corporate would also be 

enthusias�c to implement it. 

Mr. Amit Gopal men�oned that scenario in 

Bangalore which has employees in the age group 

20-30 reflects what has been discussed. He stated 

that not many people turn up for sessions 

(pension planning) and do not know whether it 

reflects the poor salesmanship of organisa�on or 

apathy of employees. The reason could be 

financial literacy and this needs to be addressed. 

Mr. Rambir Dalal shared about the challenge of 

the compliance mind-set; people usually do the 

basic minimum that is required or mandated and 

the rest involves a lot of administra�ve hassle. 

However, he added that if we do believe that 

people are our core assets then employers should 

rethink for solu�ons as advisors. Currently, for 

companies which are offering NPS contribu�ons it 

can be seen as another method of employee 

engagement. Like in other countries, addi�onal 

incen�ves can be given to employees under the 

re�rement schemes and it should be made more 

a�rac�ve in India as well. 
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However there should not be any compulsion to 

contribute. This would also apply to an individual 

to auto enroll the underlying employees (drivers, 

cooks and domes�c help, amongst others) 

working for him/her. The loyalty bonus or other 

benefits given by an individual can be contributed 

towards the employees' old age security instead 

of being given in cash. Employees also need to be 

assured that they can withdraw their money. 

Pension products should be designed keeping the 

common man in society in mind and the service 

provider should provide simple and uniform 

products of pension schemes and the pension 

providers should compete on the basis of returns, 

quality of service for the beneficiaries, innova�on 

in service delivery, use of technology, age of 

joining, accumula�on phase, amongst others. He 

further added that PFRDA has prepared a concept 

paper  and  sought  comments  f rom the 

stakeholders and the public at large.

Ques�on: How could employers be more 

ac�vely engaged in specific ways to improve 

pension planning of the employees?

Ms. Meghana Baji presented the sta�s�cs on NPS 

enrolment. There are about 3000 employers who 

have registered for NPS and there are about 50 

PSUs which are offering NPS as a mandatory 

benefit for their employees, she said. She further 

added that NPS take-up has been limited, with 

voluntary take-up being just about 5% of the 

eligible employees, indica�ng that steps need to 

be taken beyond making it available. There have 

been few challenges with NPS. Very few people 

are aware of NPS and ini�ally, soon a�er the 

launch of the scheme, limited availability was a 

problem. Moreover, there were more compe�ng 

products offering be�er returns in the market. 

However, with the launch of e-NPS, the 

availability of NPS has improved. Also, Indian 

investors are more comfortable in inves�ng in 

physical assets (land and gold) for re�rement 

purposes and those who invest in financial assets 

prefer guaranteed return schemes. 

Mr. Dhirendra Kumar suggested that pension 

planning can be improved by including financial 

educa�on at an early stage; people need to be 

educated that investment or saving in pension is 

nothing but a postponed consump�on. It could 

be made a part of the curriculum. 

Mr. Amit Gopal on the other hand said that in the 

organized sector, employers can be categorized 

into different segments: large companies with 

defined HR, defined processes, large budgets; and 

others for whom probably there is a daily struggle 

in terms of being able to run the business itself. 

The two categories differ in terms of what they 

can do. In the first category, while there are huge 

spends on health and related ini�a�ves, none of 

these employers talk about savings. So, from that 

perspec�ve, in that segment of employers, there 

is only an enrollment to an EPFO today and an 

EPFO program is compliance driven which should 

be changed. For the second category, the smaller 

companies, which probably do not have a HR 

manager and outsource their payroll services, 

they can be asked to run a financial literacy 

program. Here the government or industry can 

step up and pay for that literacy. 

The other sugges�on in this regard was that 

companies could illustrate various scenarios with 

regards to pension, and many such schemes to 

their employees during the induc�on programs 

conducted for them.

Ques�on: Almost all of you are from commercial 

organiza�ons; do you see as a value proposi�on 

that you can sell your services on the pension 

planning to others?  Is there a value proposi�on 

there? 

Mr. Dhirendra Kumar shared that the proposi�on 

of employers being ac�vely engaged in specific 

ways to improve pension planning of the 

employees is a great one. The simplicity of it, and 

if it is being based as a special benefit, then it can 

give a great advantage to the employers. It is a 

value proposi�on, and it can add an important 

point for the job. 

Ms. Meghana Baji feels that NPS' tax advantage 

makes it an a�rac�ve proposi�on for corporates. 

There could be difficulty in explaining the 

proposi�on to the employees and here some kind 

of centralised effort in designing simple 

communica�on strategies (simple you tube 

videos or mul�media presenta�ons) could be 

taken. If the employee sees the value in the 

product, then the corporate would also be 

enthusias�c to implement it. 

Mr. Amit Gopal men�oned that scenario in 

Bangalore which has employees in the age group 

20-30 reflects what has been discussed. He stated 

that not many people turn up for sessions 

(pension planning) and do not know whether it 

reflects the poor salesmanship of organisa�on or 

apathy of employees. The reason could be 

financial literacy and this needs to be addressed. 

Mr. Rambir Dalal shared about the challenge of 

the compliance mind-set; people usually do the 

basic minimum that is required or mandated and 

the rest involves a lot of administra�ve hassle. 

However, he added that if we do believe that 

people are our core assets then employers should 

rethink for solu�ons as advisors. Currently, for 

companies which are offering NPS contribu�ons it 

can be seen as another method of employee 

engagement. Like in other countries, addi�onal 

incen�ves can be given to employees under the 

re�rement schemes and it should be made more 

a�rac�ve in India as well. 
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Ques�on: Who are best suited to market 

pension products?

Mr. Ashish Gupta said the people best suited to 

market this product and encourage subscrip�ons 

would probably be fund managers who earn a fee 

for the same (commercial incen�ve). They can 

spend money for adver�sing, campaigns and 

spread the awareness. 

Representa�ve from Indus Towers shared from 

her experience with implementa�on of NPS in her 

organisa�on that more than product knowledge 

and its benefits, it is important to help employees 

visualise their life a�er re�rement. Usually, 

people are engaged in managing their daily 

expenses and forget to visualise about their 

financial need in future. Their organisa�on 

undertook ini�a�ve in this regard and it enabled 

them get good number of enrolments. 

Another par�cipant from AT&T shared that they 

had launched NPS a year ago and faced a 

challenge in terms of communica�on. They have 

been taking efforts towards educa�ng the 

employees, giving them illustra�ons on a regular 

basis.  She added that as the average age of 

employee at AT&T is around 34-35 years of age, so 

they are aware of the need to start saving and 

apart from NPS, they have already invested in 

various other schemes. So the challenge is not of 

crea�ng awareness, rather it is more of a 

comparison of NPS versus other products which 

are available in the market like mutual funds. 

Adding from her experience she men�oned that 

people are withdrawing par�ally and using that 

money to create another asset, which could be 

either land or something else.  

She sought the panellists' views on - what an 

employer should do to increase the par�cipa�on 

in NPS? What innova�ons can employers make in 

this direc�on? What ini�a�ves employers are 

taking other than inves�ng money?

The sugges�ons to these ques�ons were to have a 

consistent and persistent communica�on with 

the employees regarding this; a crisp consistent 

message about what the pension scheme does 

and how useful it is should be sent to employees 

periodically which can convince them to adopt 

such schemes. 

The other sugges�on was based on the fact that 

visualisa�on is the greatest mo�va�on; when 

people see others taking it, they themselves will 

also adopt it, and to start saving early for pension. 

One has to start by 22, 23 or 25 years of age. When 

an individual stays invested for a long period say 

from 25 to 60 years, a large corpus can be built.

Discussion on innova�on in terms of design to 

expand coverage and process innova�on in 

terms of pension service delivery. 

Mr. Amit Gopal men�oned that today, on an 

average, as much as 45% of one's salary goes 

away in some form of deduc�on, which indicates 

that at lower salary levels, there is largely no 

incen�ve for someone to be part of a pension 

structure. At present there are around 45 central 

government labour law regula�ons and around a 

hundred odd state government regula�ons, all of 

which involve some form of deduc�on. If these 

can be ra�onalised then lot of people can opt for 

pension schemes even at lower income level. This 

would increase the coverage in the unorganised 

sector as well. With respect to pension service 

providers, he men�oned that there is a need to 

incen�vize the service providers much more �ll it 

gets mandatory. Lastly he said that such products 

are not bought, they are either mandatory or 

need to be sold.  

Ms. Meghana Baji agreed that in India, financial 

products need to be sold for making them 

financially viable. In terms of product design she 

men�oned that systema�c withdrawals is a more 

efficient alterna�ve as it allows one to con�nue 

with asset alloca�on of choice post re�rement as 

well and hence building in on equity is definitely 

worth considering. Another design aspect is the 

asset alloca�on for the government schemes as 

one keeps looking at the design of the private 

sector schemes. Under the NPS, money is 

invested conserva�vely in terms of asset 

alloca�ons. Many of the government employees 

are young and there is need to guide them to 

enable them make the right asset alloca�on. 

Opera�onal part of e-NPS is quite smooth, and 

there should be efforts in pushing the product, 

she added. 

Prof. Mukul Asher highlighted the fact that India's 

cost of providing financial services is rela�vely 

higher compared to the global average. So it is 

important to bring down these costs through 

innova�ons. There is a need to move to a new set 

of delivery system to reduce costs.  

Mr. Rambir Dalal offered three more sugges�ons. 

First, there should be a salary threshold and not a 

salary cap; second, regular revision, where it can 

be linked to the regular minimum wages 

escala�on; and third, for individuals contribu�ng 

beyond the mandatory contribu�on, the 

investment choice should be given to the 

individual rather than the trustees as it is a 

voluntary contribu�on. These measures would 

aid in improving the pension coverage. With 

respect to process, if the claim se�lement can be 

made electronic, it would reduce transac�on 

costs and the take-up rate could go higher.

Mr. Dhirendra Kumar men�oned that many of 

the employers and employees may not be 

comfortable with the online process of NPS and 

they would be a li�le tenta�ve given their state of 

understanding. Hence the sugges�on was that in 

addi�on to basic educa�on, there should be 

efforts towards making certain fixed steps which 

will make it simpler. Moreover, when a person is 

able to view his/her corpus, it mo�vates people to 

add more money. 

It was also pointed out that mainly there are two 

types of people. One set who are happy with their 

money growing and another who feel the 

contrast that their money should be consumed. 

Hence it is recommended that there should be a 

regulatory framework which would approach 

these two sets of people differently.
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NotesHow can India be one of the lower cost providers 

of pension products and how can we progress 

towards that in the next few years?

Mr. Dhirendra Kumar replied that India can 

perhaps be one of the lowest cost service 

providers with respect to NPS on the service 

innova�on, but there is need for innova�on on 

the communica�on front.  Based on the 

interac�ons of the speaker with employees he 

stated that while they are willing to contribute or 

be a part of a pension system, however in their 

mind they think it is going to be yet another EPF 

and there have been concerns with EPFO. Hence, 

he adds that it is impera�ve that whoever is 

running this program focuses on reliability and 

efficiency. 

Another sugges�on was that there is need for 

disrup�ve analy�cs. The data available with the 

regulator can be used to generate insights and 

plan for more focussed strategies for promo�ng 

NPS.
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