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This chapter examines the provisioning of pensions 
for old persons in India, focusing mainly on people 
disadvantaged by gender, caste, religion and class. 
Pensions, here, refers to regular cash transfers 
made to individuals in recognition of advancement 
of their age. The chapter relies on information 
obtained from public data sources, secondary 
studies as well as primary field insights from a 
study1 conducted by the Centre for Equity Studies 
(CES) in 2016 in Rajasthan and Gujarat, dealing 
with various aspects of provisioning of old age 
pensions (henceforth referred to as CES study on 
pensions). The chapter briefly traverses the history 
of pensions globally and in India, unpacking the 
moral-politico and economic underpinnings across 
predominant pension systems.

For the purpose of analysis, this chapter classifies 
pensions in India into three broad categories 
based on the responsibility of contribution as the 
following—fully publicly funded, non-contributory 
pensions entitlements, co-contributory pensions 
relying partially on beneficiary’s contribution while 
the remaining contribution is made by employer or 
State or both generally, and pensions that wholly 
rely on contributions of the beneficiary. It seeks to 
answer specific questions regarding exclusion from 
pensions such as—who are the people not protected 
by pensions and by what processes is exclusion 
meted out in big and small ways and what are the 

consequences of being excluded from pension 
provisioning. Listing best practices of public 
pension provisioning and a list of recommendations 
concerning public pensions in India form the latter 
sections of the chapter. The terms social pension 
and public pension have been interchangeably used 
throughout the chapter to refer to non-contributory 
pensions provided by the state.

1. Pensions in India

In India at present it is estimated that a little over one-
third2 of older persons (above 60 years) receive some 
form of pensions which fall under one or the other 
of the three categories mentioned above. Majority of 
these pensions are non-contributory public-funded 
pensions, provided through the Indira Gandhi 
National Old Age Pension Scheme (IGNOAPS) 
of the Government of India via auxiliary pension 
schemes of the State governments. The then titled 
National Old Age Pension Scheme (NOAPS) was 
initiated as late as 1995 as a conditional and means-
tested old age pension scheme, under the National 
Social Assistance Programme (NSAP) of the central 
government. At the outset, it entitled each beneficiary 
to a minimum of INR 75 per month (little less than 
1.5 US$). Before the introduction of the NSAP, 
pension coverage was extremely low in India. The 
NOAPS  was revised in 2007—the age of initiation 
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was revised to 60 years from 65 years and destitution 
as a conditionality was withdrawn, thereby making 
all those 60 years and above and falling Below Poverty 
Line (BPL) eligible for pensions. Following this, the 
scheme was renamed Indira Gandhi National Old 
Age Pension Scheme (IGNOAPS). 

At present the IGNOAPS is narrowly targeted 
at all those older individuals falling under the BPL 
category and is supposed to serve two functions—
old age income support as well as poverty alleviation. 
It ensures a sum of at least INR 200 for those 60 
years and above which is equivalent to 2.2 percent 
of per capita GDP and INR 500 per month for those 
above the age of 80 years and is restricted to those 
identified as living Below Poverty Line. The fiscal 
responsibility for provisioning these amounts to all 
eligible beneficiaries, at present, remains entirely 
with the central government. These amounts are 
contributions made by the central government, and 
state governments are encouraged to (at minimum) 
match these amounts. Most state governments 
varyingly augment these contributions (For details 
see Annexure 1). The contributions made by the 
central government under NSAP cost less than 
0.05 per cent of the national GDP. The pension 
architecture as it stands today is a result of multiple 
reforms that it underwent in the decades of the 
1990s and 2000s. The key changes that mark shifts 
in the history of pensions in India in the period 
between 1990 to 2016 are—  

1. Establishment of a central government-
run, means-tested social protection floor in 
the form of non-contributory pension for 
those in advanced stages of life—National 
Old Age Pension Scheme (NOAPS) under 
the umbrella programme, National Social 
Assistance Programme (NSAP), in 1995. 
Apart from pensions for older individuals 
the programme, at that time, consisted of 
two other schemes—Maternity Benefit and 
Family Benefit in case of accidental death 
of the earning member of the household. 

At the time of introduction, the scheme was 
restricted to those persons from officially 
designated Below Poverty Line households 
who were able to establish their destitution.

2. A mandatory shift (2004 onwards) from 
defined-benefit type of pensions to defined-
contribution pensions offered in public 
sector organizations to those having formal 
employment. This shift from defined-benefit 
to defined-contribution, however, exempts 
personnel from the armed services (which 
follow the pay-as-you-go system and receive 
substantial contributions made by the State). 
By extension of the same policy change, 
there is a shift from a consolidated pension 
fund to individual pension accounts for each 
employee. The major difference, worth noting, 
is the shift from defined-benefit to defined-
contribution plan which does not guarantee 
an annuity amount at retirement. In the 
latter, the risks involved in fund investment 
and management are borne by the individual 
beneficiary. In contrast, a defined-benefit plan 
assures an annuity or lump sum amount based 
on the tenure of employment and age, rather 
than return on investments.

3. Introduction of the Pension Bill in 
2004 (eventually passed in 2013) and 
the establishment of the Pension Fund 
Regulatory and Development Authority 
(henceforth PFRDA) as a statutory body in 
the capacity of the key regulatory body for 
the pension sector in India. 

Despite being far more limited in their coverage 
as compared to what it is now, according to the then 
Finance Ministry, pensions had accrued to be a high 
fiscal burden as evident from the budget speech of 
the Union Finance Minister, Mr. Yashwant Sinha 
in 2001. To quote him, ‘…the Central Government 
pension liability has reached unsustainable 
proportions: as a percentage of GDP, it has risen 
from about 0.5 per cent in 1993–94 to 1 per cent in 
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2000–2001. As such it is envisaged that those who 
enter central government services after October 1, 
2001 would receive pension through a new pension 
programme based on defined contributions. In 
order to review the existing pension system and 
to provide a roadmap for the next steps to be 
taken by the Government, I propose to constitute 
a High-Level Expert Group, which would give 
its recommendations within three months.’3 This 
proposition culminated into the aforementioned 
Pension Reforms Bill, introduced in the parliament 
for the first time in 2004. It was passed a decade later 
in 2013 by the Congress-led United Progressive 
Alliance (UPA) government.

India was not an exception in this shift towards 
pension restructuring. This shift was concurrent 
with pension restructuring in other countries of the 
Global South. An influential report of the World 
Bank published in 1994 titled ‘Averting the Old 
Age Crisis: Policies to Protect the Old and Promote 
Growth’ spurred pension reforms and restructuring 
across several countries of the Global South. The 
three main reports—Project OASIS Committee 
Report, 29 December 1999, ‘Pensions Reforms in 
the Unorganized Sector’,a report prepared by the 
Insurance Regulatory and Development Authority, 
October 2001, and report of the High-Level Expert 
Group on New Pensions System, Government of 
India, February 2002 (Bhattacharya Committee 
Report)—were commissioned to suggest the nature 
of pension restructuring in India. The outcome was 
the adoption of the multi-pillar structure, which 
resembled, with some differences, the pension 
structure suggested by the World Bank report on 
pensions referred to earlier in the chapter. The three 
main pillars4 as proposed by the World Bank were—
1. Mandatory, publicly-managed pillar financed 
via state revenue for social pension. 2. Mandatory, 
privately-managed, fully-funded pillar for old age 
savings. 3. A voluntary pillar for those who seek more 
protection in their old age. The report did not limit 
itself to suggesting this integrated public-private 

model of pension provisioning but was categorical 
against the one pillar system which functioned 
primarily on the system of redistribution of taxes.

Following the pension reforms, pensions 
were classified on the basis of responsibility of 
contributions, similar to the classification presented 
in Table 1.

In January 2016, the National Pension Scheme 
(NPS), the flagship scheme run by the PFRDA 
covered 11 million ‘subscribers’, out of which 
nearly 5 million were estimated to be government 
employees for whom it is mandatory to enrol in 
the scheme. The others subscribers are distributed 
between those enrolled through their employment 
and individual subscribers. A later addition to this 
architecture are the sector-specific, social security 
funds set up by some states under the Unorganised 
Workers’ Social Security Act 2008 which is managed 
by the Ministry of Labour and Employment. 
Individual State-level schemes, similar to the ones 
suggested by Unorganised Workers’ Security Act 
of 2008, preceded the Act itself; the Act provided a 
national-level legislation to further expand similar 
schemes in other states and sectors. At present 
India’s highly inadequate but relatively complex 
pension architecture is spread across four distinct 
ministries, categorized on the basis of responsibility 
of contribution as represented in Table 1. 

At the time of writing (October 2016), with the 
exception of personnel of the armed forces who 
are entitled to non-contributory pensions based 
on a pay-as-you-go system, all other employees 
of the government are covered under the defined 
contribution scheme available under the National 
Pension System. Since 2004, all pension schemes 
have been regulated by PFRDA under the aegis of 
the Finance Ministry. All but pensions for NOAPS 
managed by the Ministry of Rural Development 
at the national level and pensions under the 
Unorganised Workers’ Social Security Act managed 
by the Ministry of Labour and Employment.
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2. Scope of the Chapter

For the purpose of this chapter we shall focus on two 
particular pension schemes—the Indira Gandhi 
National Old Age Pension Scheme (IGNOAPS) 
and the Atal Pension Yojna (APY). Each represents 
distinct pillars within this system. The IGNOAPS 
unquestionably is represented under the publicly 
financed first pillar. However, the APY quite 
ironically falls under pillar three, despite being 
aimed at workers of the unorganized sector, since 
it solely relies on beneficiary contribution. While 
on the PFRDA portal the Atal Pension Yojna is 
categorized as a co-contributory scheme, the 
contribution by the state is capped at a maximum 
limit of INR 5000 in total and is limited to the 
first five years of the scheme, although it requires 
the individual to be enrolled in the scheme for a 

minimum of 20 years, to a maximum of 42 years, 
to reap the full benefits of the scheme. Importantly, 
the co-contribution is limited to those who have 
enrolled in the scheme prior to March 2016. 
Contribution by State under this scheme is denied 
to income tax payers or recipients of any other 
pension. Therefore, at the time of writing of this 
chapter the scheme can be classified under pillar 
three (since the period of availing state contribution 
has long passed) of the pension structure. 

At the launch of social security schemes like 
Bima and Jansuraksha Yojna in May 2014, in 
Maharashtra, the current Finance Minister, Mr. 
Arun Jaitley referred to the Atal Pension Yojna as 
a modest but significant step in moving from an 
‘unpensioned’ to a ‘pensioned’ society. In the budget 
speech on 28 February 2015, Finance Minister 

Table 1: Pension Schemes in India

Non-Contributory Co-Contributory (contributions 
may be from individuals, with 
employers and/or governments)

Individual contribution

National Old Age 
Pension Scheme 
provided under 
the National Social 
Assistance Programme 
(NSAP)

Pension schemes for employees 
of Central Government, 
Central Autonomous Bodies, 
State Government and State 
Autonomous Bodies under 
National Pension Scheme (NPS)

National Pension Scheme for Individuals 
such as ‘NPS-lite’ scheme. It came into 
effect in 2010 and was targeted at poor 
and lower classes. The minimum amount 
per contribution was 100/- INR and 
subscribers were ‘encouraged’ to deposit 
1000/- INR per year. The deposit was 
facilitated through an aggregator such as a 
micro-finance firm or an NGO.

State-level non-
contributory Pension 
Schemes

Employee Pension Scheme 
(EPS), 1995.5 Shared between the 
employee, employer and the state.

Pension schemes offered by private 
financial institutions for individuals.

Pensions for personnel 
of the Armed Forces

National Pension Schemes for 
‘corporate’ sector employees if 
employee is also a part contributor. 
(It is not mandatory for employers 
to contribute.)

NPS Swavlamban 2009/Atal Pension Yojna 
2014 for those enrolled after 2015 with no 
contribution from the State whatsoever.

Unorganised Workers Social 
Security Funds.
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Arun Jaitley referred to the Atal Pension Yojna as 
an initiative of the government to ensure ‘universal’ 
social security for the poor and underprivileged. 
This portrayal of the APY as a scheme introduced 
to address the pension needs of a majority of people 
warrants a closer examination in a chapter that 
seeks to study pensions for the old in India.

Both schemes that we have chosen for an in-
depth analysis have a nationwide applicability and 
are targeted towards unprotected labour and the 
poor more generally. While the NOAPS has been 
providing pensions since 1995 right up to the time 
of writing of this chapter, it is important to bear 
in mind that the earliest pensions can be realized 
for subscribers of the Atal Pension Yojna would be 
in about eighteen years from now—which impacts 
its analysis in this chapter. The chapter will draw 
on a vast range of information from design flaws 
to flaws in implementation of the NOAPS. The 
examination of Atal Pension Yojna will be restricted 
to that of design analysis of the scheme due to the 
above mentioned limitation. Given the aim of the 
chapter it would be ideal to cover state-level public 
pension schemes as well as social security schemes 
under the Unorganized Sector Workers’ Social 
Security Act 2008. However, the wide variations 
that exist at the state level, with regard to coverage, 
pension amounts, disbursement practices and 
responsibility of contribution, make it impossible 
to accommodate them in this chapter. While we 
do allude to policies of state governments when 
needed, the aim of this chapter is limited to 
providing a comprehensive overview of old age 
pensions across the two selected schemes. Both 
these schemes are aimed at the poor and workers 
in the unorganized sector at the national level. 
The principles of coverage, adequacy, and age of 
initiation, transparency and ease in disbursement 
are used to comprehensively understand and 
assess the existing old age pension system and to 
develop relevant recommendations.  

3. Pensions for Older Persons as a  
 Public Good

The public good for this chapter is defined in light 
of the definition of public goods adopted by this 
series of Exclusion Reports (this being the third 
report in the series)—‘...goods, services, attainments, 
capabilities, functionings and freedoms—individual 
and collective—that are essential for a human 
being to live with human dignity’(Mander, 2015, 
p. 1).The public good for this chapter is specifically 
defined as—unconditional and regular transfer 
of cash from the State to older individuals in 
recognition of the entitlement of living with dignity 
for those in advanced stages of life. We use the 
word ‘unconditional’ in the definition because the 
transfer of money is independent of any individual 
contribution. But the definition does not rule out a 
means-tested system such as the one adopted by the 
Government of India for NOAPS, which is narrowly 
targeted towards those officially designated as poor. 
Instead of a narrowly targeted means-tested system, 
we believe, pensions should be extended to all except 
those who meet the following criteria of pensions 
from any other source, or payment of income tax and 
individual incomes above a certain limit. This will 
eliminate a minority who may not be in need of the 
pension. Such a pension system extends the coverage 
to all else who face the possibility of spending their 
advanced years without any kind of regular income.

Sen’s (1992) universal idea of capabilities rests on 
two distinct claims—one that freedom to achieve 
well-being of oneself is a fundamental importance 
and second that one’s ability to exercise that freedom 
needs to be understood in terms of capabilities 
or actual opportunities one has access to that 
works towards one’s well-being. Nussbaum (2001) 
formulates a list of ‘central human capabilities’ 
based on Sen’s capabilities approach in the context 
of women but at the same time makes a case for 
their universal appeal. She identifies a list of ‘central 
human capabilities’ essential to human life, helping 



India Exclusion Report

38

distinguish it from what would effectively be an 
animal existence, investing it with value and dignity. 
Her list includes: (i) life (i.e., not dying prematurely) 
(ii) bodily health (iii) bodily integrity, including 
mobility (iv) senses, imagination and thought (v) 
emotions (vi) practical reason (vii) affiliation, 
including ‘the social bases of self-respect and non-
humiliation’. Nussbaum’s unpacking of Sen’s idea of 
capabilities helps in terms of understanding their 
scope. Within this understanding, lowering of even 
one of the central capabilities below a threshold 
challenges an individual’s well-being. We claim 
that considering the constraints of the economic 
system and the physical impacts of advancing of 
age, income security can be a fundamental way to 
ensure ‘capabilities’ required to ensure a dignified 
life for oneself.

Like many public goods for which the series of 
India Exclusion Reports makes a case, pensions 
enable access to participation of individuals in 
various spheres of life, in a way that also ensures 
their access to other public goods important for a 
life with dignity. Old age poses challenges which 
are a combination of exogenous factors such as 
lack of employment opportunities and social 
respect or opportunities, and those that may have 
to do with physiological consequences of the 
increase in chronological age of an individual. Old 
age, employment and income share a contested 
relationship. On the one hand is a stereotypical view 
of ageing, generally adopted in policy literature, 
which categorizes older people as not engaged in 
gainful employment and hence as ‘dependants’ 
mainly in an economic sense of dependence. This 
type of literature takes structured dependencies in 
the form of mandatory retirement age as a given, 
and are unmindful of not just social but also 
economic contributions that individuals continue 
to make despite advancement in age, which may 
have economic gains through work such as, 
helping in farm work and care work. The nature 
of informal employment is such that it does not 

have a retirement age. This view therefore over-
generalizes the aspect of physical degeneration that 
accompanies advancement of age.

 A different set of challenges are faced by older 
people in countries like India where structured 
dependencies caused by mandatory retirement apply 
only to a tiny minority of population engaged formally 
in the organized sector. Nearly 40 per cent of those 
aged above 60 years continue to be engaged in work. 
About 50 per cent of them are engaged in agriculture 
and allied activities (Reddy, 2016). What is observed 
though is an age-based decline in workforce for older 
persons within the 60 to 75 years categories. While 
more than 70 per cent of older people between the 
age group of 60 years to 64 years continue to work, 
close to 35 per cent of those in the age group of 70 
years to 74 years are also documented to be actively 
engaged in work (Reddy, 2016). Penny Vera Sanso, 
(2006) while arguing against the idea that ageing 
evenly impacts functioning, points out that old age 
is, to a great extent, a socially structured condition 
determined by differential needs that individuals 
have with advancement in age. 

At the same time, it is difficult to entirely 
challenge the idea that there is a decline in physical 
capabilities with advancement in age. We believe it is 
important to recognize, value, protect and support 
choice-based work by older people. At the same 
time, there should not be an economic compulsion 
to work when older people experience reduction in 
their physical and intellectual capacities. In India, it 
is difficult to identify with certainty the proportion 
of choice-based work engagement of older people 
from forced labour situations in which they work, 
not because they wish to but because they have no 
other means to stay alive. Interestingly, the CES 
study on old age pension posed the question to 
respondents above the age of 55 years in Rajasthan 
and Gujarat that if they were to receive adequate 
pension amounts that covered living costs, would 
they, a) still continue to work like before, b) 
continue to work but do lesser work, or c) not work 
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at all. About 25 per cent of individuals in Rajasthan 
and 30 per cent in Gujarat straightaway averred that 
they would stop working if they received adequate 
pensions. 23 per cent in Rajasthan and 16 per cent 
in Gujarat said that they would work but lessen their 
work. About 28 per cent in Rajasthan and 25 per 
cent in Gujarat said that even if they were to receive 
an adequate pension, they would continue to work 
like before. Many old people may continue to work 
out of their will, others may work due to economic 
constraints older persons often face (the opposite 
of structured dependence) and in this sense, we 
regard this to be a situation of forced labour. 
Unconditional, State-assured and adequate old age 
security for older persons would help resolve the 
dichotomy by offering real choices to work or not 
work for older people.

We believe that older people often make valuable 
contributions, economically, socially, culturally and 
to the care economy, and this should be recognized, 
respected. Where work is for wages, they must be 
justly and lawfully remunerated. But at the same 
time, we recognize that in later stages of life, some 
decline in physical and intellectual capacities may 
occur and given a choice, some older persons may 
prefer to rest or reduce their work. Older persons 
will also have increased economic needs because 
of expense on health-care, reduced mobility and 
sometimes the need of home-based care. Pensions 
therefore should be recognized as a right of older 
persons, to make a genuinely free choice about 
whether or not they wish to work, and if they do 
not, to ensure that they have sufficient funds to lead 
a healthy life with dignity and autonomy.

4. Publicness of the Good
4.1 Moral Arguments and Economic  
 Systems

It is sobering to note that the history of pensions 
is just over a century old. Over this century-
long history of modern pensions, rich literature 

and documented experiences are available from 
across the world about the many rationales 
behind providing pensions, the nature of different 
pension systems and the underlying moral-politico 
arguments which frame the respective systems.

One oft-repeated rationale for pensions for older 
persons has been that pensions are a response to 
age-induced incapacities such as reduced capacity 
to earn livelihood either due to reduced physical 
capacity or compulsorily imposed structured 
dependency (such as mandatory retirement or 
unavailability of work despite the willingness of an 
older individual to participate). Another is to allow 
for consumption-smoothing for the old or, in other 
words, ensuring disposable income that allows for a 
consumption level required to live a healthy life and 
lastly and most importantly, as a state mechanism 
for redistribution of wealth and curtailing inter-
generational inequalities. None of these reasons are 
mutually exclusive of each other and most often, 
policies address more than a single concern.

Across modern pension systems, the State, the 
employer(s) and the individual beneficiaries are 
key actors. The non-contributory pensions are 
generally the responsibility of the State whereas the 
work-linked pensions (often resting on mandatory 
contribution by the individual in part) are managed 
by the state but the responsibility of contribution 
is generally shared between two or all three of 
the actors—the State, the employer(s) and the 
employee. The moral-politico arguments referred 
to by different pension systems often cohere 
with the economic arrangement and manner of 
funding across pension systems. In this section, 
we list the three main moral arguments and their 
corresponding economic systems we found in the 
literature available to us.

1. An often-repeated moral claim has been 
that the well-being of the older generation 
is a responsibility of the younger generation. 
Central to this argument are ideas of debt, 
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gratitude and care between generations. 
A mutually beneficial intergenerational 
exchange is depicted where the young inherit 
a world which ensures opportunities for 
their well-being, at the cost of the previous 
generation (which sacrificed a portion 
of its own consumption to invest in the 
infrastructure and early life education, health 
and nutrition of the succeeding generation). 
Old age pensions are a debt of the younger 
generation to the older one, and should be 
reciprocated in the form of costs incurred 
for the care of the old and for continued 
income for them. Societies which have 
structured their pensions around this moral 
claim also list intergenerational cohesion as 
one of the gainful outcomes of this system. 
Countries adhering to the pay-as-you-go 
system of pension funding frame the claims 
to continued income in old age in arguments 
similar to the one presented above. The 
pay-as-you-go system draws on the present 
resources acquired by taxation and other 
revenue generation systems of the State to pay 
pensions for the older generation. Often the 
revenue generated from social security tax of 
the population presently employed, is used 
to fund the overall pension needs. Although 
robust in its moral claim, this system is 
susceptible to shifts in the demographic 
structure of the country, especially if 
structured dependencies predominate and 
the proportion of the old exceeds that of the 
young.

2. In 1913, in the American Economic Review, 
Albert de Roode equated the demand of 
workers for pensions as, in principle, only a 
demand for higher wages. He argued against 
the predominant perception that pensions 
were paid by the company (employer), 
but instead posited the contribution of the 
employer as actually that of the employees 

in letting go of their present increase in 
wages. Viewing pensions as rightful wages 
that the employees defer during the period 
of their employment lies at the heart of this 
argument. Pension systems which consider 
pensions as deferred wages often rely either 
on funding, systematically accumulated 
through employer or employee contributions 
over the years and sometimes augmented by 
the State to provide for pensions. However, 
the claim of deferred wages here is more 
moral—which means that often these 
systems rely either entirely or at least in part 
on revenue generated via taxing, or other 
State revenues generated in the present, in 
addition to the original contributions made 
by the employer to provide for the pension 
needs.

3. While the previous two are powerful 
moral arguments and work well in the 
context of industrialized countries, their 
strong association to formal employment 
and structured dependencies as a given 
for all individuals runs contrary to the 
reality in countries like India. A macro 
employment profile of India comprises 
very low formal sector employment and 
widespread employment in the unorganized 
sector, mainly as agrarian labour, own-
account work on small and marginal farms, 
labour in small businesses and artisan 
establishments well into their advanced 
years. The moral claims of the previous two, 
which rest on replacing the income earned 
during one’s life course at retirement, does 
not work here since theoretically, there is 
no actual loss of income due to absence of 
formal structured dependencies. Besides, 
in a developing economy largely governed 
by subsistence farming, casual work or 
petty production systems accurately 
understanding the monetary value of each 
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individual’s contribution is a very complex 
task. This is even harder for unpaid care 
work responsibilities that are largely borne 
by women. It is no wonder then that a 
third way of understanding the role and 
claim of older age pensions emerges mainly 
from industrializing countries which have 
managed to have well-functioning public 
pension systems. The argument here is 
woven around the political claim of equality. 
Pension systems such as the one in Bolivia 
rests on the principle that all citizens have an 
equal right over the economic value produced 
nationally to help themselves ensure a life of 
dignity. These kinds of systems often rest on 
a dedicated pension fund which is generated 
either by levying a special expenditure tax or 
cess or dedicating earnings from a particular 
sector to the pension funds. It is possible for 
a country to have more than one method of 
funding its pension requirements.

We take the liberty of suggesting a modification 
to this moral argument of equality in the demand 
for pensions. Although we too view pensions 
through the lens of equality and acknowledge the 
equal claim people have over value produced by 
a nation, we suggest that pensions be framed as a 
recognition of the contribution that people make all 
through their lives. This, in turn, is reflected in the 
aggregate income generated by the country. This 
formulation, we claim, is mindful of the nature of 
work engagement—that of unregulated or unpaid 
labour within and outside the homes experienced 
by women, children and older adults for instance in 
economies similar to ours.

4.2 Role of the State

The role of the State in ensuring pensions is diverse 
and sometimes a contested one, ranging from being 
a provider of pensions to a facilitator or merely that 
of a regulator. The State often plays more than one 

role—like in the case of India where the State is 
that of a provisioner of pensions for personnel of 
the armed services and for those provided pensions 
under the IGNOAPS, but is a regulator for schemes 
under the NPS. At present the pension sector in 
India is in very small measure State-supported, but 
the overall pension sector is to a fair degree regulated 
by the State (although the trend is towards de-
regulation of the sector). At the level of the central 
government, the State is responsible for mainly 
three kinds of pension—matching the employee 
contribution for those employed by the central 
government, bearing the cost of non-contributory 
pensions extended to army personnel and bearing 
the cost of central government contributions to 
pensions provided under the IGNOAPS. Apart 
from these, the Employee Pension Scheme, 1995 
carries a negligible state contribution and so does 
the Atal Pension Yojna for those who enrol in the 
first two years.

Other than the schemes mentioned above, the 
State acts mainly in the capacity of a regulator for 
the pension sector, with Pension Fund Regulatory 
and Development Authority (PFRDA) being its 
main regulatory body. Recent reports of PFRDA 
have appealed for less intervention by the State. The 
limit for foreign direct investment in the pension 
sector was raised from 26 per cent to 49 per cent 
in the union budget announced in February 2016. 
This is in line with the move to relax investment 
regulations for pension funds, which suggests that 
the state wishes to move further in the direction 
of being just a facilitator rather than a provider 
or even a regulator. The relaxation of regulation 
elevates risks on returns to investments and fund 
management for individuals and the sector on the 
whole. 

The consistently low popularity of individual 
contribution-based schemes under the NPS is 
partially a testimony to the infeasibility of the 
proposition that securing one’s old age can solely 
be an individual’s responsibility. This is especially 
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true for the large majority of Indians who are 
engaged in informal and care economies. The 
interests of private entities working within the 
pension sector are often in conflict with the aim of 
extending equitable and adequate pensions to all 
without social security who need to be adequately 
protected. In such a scenario, non-contributory 
public pensions continue to be the most effective 
way of ensuring a basic income in the later years of 
a person’s life, thereby ensuring a life of dignity for 
all. This, we argue, should not be subject to State 
discretion, or even less benevolence, but be viewed 
as the moral and legal right of all older persons.

While we do believe that the State should 
play an active role as provider of pensions for the 
vast majority of those who do not have access to 
social security, this cannot be achieved without 
active regulation of the pension sector by the 
State. Pension plans work on the inter-temporal 
management of capital. To manage capital and to 
ensure an increase in value over time in a sector, 
which may be exposed to risks based on exogenous 
factors, poses a formidable challenge especially 
for public pensions. In the multi-pillar system of 
pensions (referred in the section above), the latter 
two are privately managed. The first pillar—that 
which is State-funded with an aim to provide 
income security to all who do not have it—is State-
managed with an objective of providing a safety 
net. While the third pillar absorbs surplus fiscal 
funds from individuals who desire additional 
social security, the first pillar is, in essence, devoid 
of this surplus capital. The nature of capital varies 
greatly across these pillars as does the ability to 
take risks. The surplus capital generally invested 
in schemes available under pillar three, which is 
privately managed, is able to heighten the overall 
risk involved as well as dull the returns on low risk 
investments, given its own highly volatile nature. 
It is important that the overall risks that a crucial 
sector such as pensions is exposed to, be kept to a 
minimum.

5. Who is Excluded from Pensions

Before we identify which sections of the population 
are systematically excluded from the IGNOAPS and 
the Atal Pension Yojna, we reiterate that in India less 
than 15 per cent of the labour force has formal and 
consistent employee-employer arrangements that 
entitle them to any kind of social security and, in 
particular, old age pensions(NSS, 68th round, 2012). 
In light of this fact, the Indian State’s reliance on a 
narrowly targeted, means-tested scheme on the one 
hand and an individual contribution-based scheme 
on the other, to ensure a dignified living for the old, 
is incoherent with the prevailing socio-economic 
reality of widespread poverty and an unorganized 
workforce. 

This dissonance is evident from the comparatively 
low figures of beneficiaries listed under the 
IGNOAPS and total enrolments in the Atal Pension 
Yojna. While the population of those above 60 years 
in India is 103 million, the number of beneficiaries 
reported under IGNOAPS was 22,981,127 in 2014–
15. The total number of subscribers for the Atal 
Pension Yojna is officially reported to be only about 
three million subscribers, as on June 2016, according 
to a press release by PFRDA.6 This is after nearly 
two years of the scheme being in existence, during 
which some State contributions were also offered to 
the ‘early-bird’ subscribers. The inadequate pension 
coverage is more starkly evident when compared 
against the population estimates provided by the 
United Nations Population Division. By 2050 the 
population of those above 6o years is projected to 
increase three-fold as compared to what it is now 
and will be about 300 million, constituting 19 per 
cent of the total population (United Nations and 
Help Age, 2011). These statistics in themselves are 
a wake-up call indicating how the pension needs of 
the vast majority require an extensive overhaul of 
the current social security systems in place. 

To identify further excluded groups within 
the narrowly targeted pool of beneficiaries is a 
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complex task, since social security schemes like the 
IGNOAPS exclude more people than they include. 
The IGNOAPS is restricted to families designated 
by the State to be of Below Poverty Line. In doing 
so, the central government makes the following 
assumptions:

Those living Below the Poverty Line (BPL) 
are the only ones in need of State-provided 
old age social security.

The BPL identification process adopted by 
individual states is perfectly inclusive of the 
lowest socio-economic quintile.

The household status in the case of APL 
(Above Poverty Line) households is also 
reflective of the economic status of each 
individual within the house thereby negating 
intra-household disparity. 

We will argue that each of these assumptions 
is flawed, leading to the systematic exclusion of a 
range of vulnerable groups and persons.

5.1 Systematic Exclusion of the Poorest  
 and Most Vulnerable

Innumerable studies have established that the 
criteria adopted by individual States to identify 
respective BPL populations are non-transparent 
and unverifiable (Sundaram, 2003; Alkire and 
Seth, 2008; Dreze and Khera, 2010). The Eleventh 
Five Year Plan report (2007–2012 4.5.36, p. 135)7 
itself admits huge inclusion and exclusion errors 
in BPL identification. Errors related to exclusion 
and inclusion are regularly associated with BPL 
identification. Even studies conducted by the 
Planning Commission have established that when 
one is poor, there is a greater chance of exclusion. 
These errors have been systematic over the years, 
generally excluding the poorest and most vulnerable 
(Ram, Mohanty, Ram 2009; Saxena, 2015). Ram, 
Mohanty and Ram find massive inclusion errors 
where many households which should be in the 

category of Above Poverty Line (APL) are listed as 
BPL ones.

Swaminathan (2008) bases her analysis on 
ownership of BPL cards across social categories. 
BPL cards are distinct from BPL lists. The BPL list 
is used to determine eligibility for pensions under 
the IGNOAPS. Hence, we draw on Swaminathan’s 
analysis here with a caveat that this is not an exact 
but an indicative extent of exclusion faced by the 
vulnerable groups. Swaminathan finds that nearly 
70 per cent of households, who depend on agrarian 
labour as their main occupation, do not own BPL 
cards. This is true for all states except four—Tripura, 
Kerala, Jammu and Kashmir and Andhra Pradesh. At 
an all-India level, she finds nearly 60 per cent of Dalit 
households have been excluded from BPL benefits. 
Next, she examines the exclusion of Scheduled Tribes 
from the BPL classification. Limiting her analysis 
to states with more than a 10 per cent Scheduled 
Tribe population, the article claims that 90 per cent 
of households in Assam, 79 per cent in Arunachal 
Pradesh and 69 per cent in Chhattisgarh did not have 
BPL cards. In fact, a consistent critique of the scoring 
method used for BPL identification led to the setting 
up of a committee8 headed by NC Saxena. This 
Committee eventually developed an identification 
method based on automatic inclusion and exclusion 
parameters which is now used for conducting the 
Socio-Economic Caste Census (SECC).

BPL identification and BPL ration cards are 
issued on the basis of residence. This by design 
is acrimonious to the interests of communities 
that are residentially vulnerable such as homeless 
persons, nomadic tribes as well as urban migrants 
without residential proof. Anecdotes suggest that 
seasonal migrants who spend a few lean months in 
cities working as casual labourers often get missed 
by BPL renewal and pension renewal exercises. 
The situation of seasonal migrants is marked by 
compounded adversities posed by ill-designed 
policies; since the place of origin and place of 
destination being identified by state authorities 
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for social benefits works against the practice of 
migration.

5.1.1 Poor, Above Poverty Line

The poverty line in India is set at the bare 
minimum of being able to earn enough to suffice 
basic daily calorific consumption. It was intended 
as a measurement of abject poverty and not as a 
criterion for identifying beneficiaries for social 
protection schemes. The criteria for marking of 
the poverty line as well as poverty identification 
are minimalist, crude and not accommodative of 
the dynamic nature of poverty. BPL identification 
censuses categorize people into dichotomies of 
poor and non-poor. This categorization remains 
relatively static until the next round of surveys is 
carried out. This process is unmindful of income 
variability and the chronic uncertainties that 
workers in the unorganized sector face. 

Economic wellbeing at low income levels is 
much more vulnerable to exogenous factors, over 
which the poor have no control, such as loss due to 
natural calamities, violence and illnesses (Krishna, 
2013). In essence, poverty lines are too rigid in 
comparison to the everyday volatility of people’s 
economic situation in a society with low levels of 
labour protection and social security on the whole. 
We identify the poor who are not identified as living 
Below Poverty Line as a specific group excluded due 
to the design of the public pension schemes. 

5.1.2 Women

Studies over the years have established that there 
exists gender-based intra-household asymmetry 
in aspects of nutrition intake, health and schooling 
choices in the domestic space. While the state 
government identifies households that fall below 
the poverty line, pensions are an individual 
entitlement. The assumption that household status 
is reflective of all members who form the household 
is one that is unmindful of intra-household 

disparity. Klasen and Lahoti (2016) find poverty 
rates of women to be 14 per cent points higher, 
when considered individually, as compared to men 
in a multi-dimensional poverty index. But when 
only households are considered, i.e., women’s status 
is aligned to that of the household to assess poverty, 
the difference in poverty drops to 2 percentage 
points between men and women. 

Similar findings have been made earlier by Vijaya, 
Lahoti and Swaminathan (2014) regarding gender 
blindness of household indices while measuring 
economic well-being. Balrajan, Selvaraj and 
Subramanian (2011) identify massive differences 
based on gender for immunization, hospitalization 
and overall health outcome. Referring back to the 
capabilities approach presented in the earlier section, 
this means that women’s central capabilities are 
curtailed in multiple ways—from health to quality of 
education—which carry a real potential to impede 
their ability to ensure a life of dignity and freedom for 
themselves in advanced years. The household status 
therefore is often not reflective of status of women 
within the household—neither from the means 
perspective with respect to owning assets nor from 
the perspective of ends-appropriating well-being 
measures for themselves. Schemes that are aimed 
at individuals but use household indicators result 
in fallacies that exclude those who are vulnerable 
within the unit of the household. 

5.2 Exclusion from Atal Pension Yojna

The Atal Pension Yojna is a contributory scheme 
requiring regular payments for a minimum of 20 
years to a maximum of 40 years. This entails multiple 
capabilities—access, control over excess income 
and regularity of income that enable an individual 
to make timely payments on a quarterly, half-yearly 
or yearly basis. Mapping exclusion from the Atal 
Pension Yojna is therefore a difficult task because 
it is not fashioned as a public good but rather like a 
financial product in the market for income security 
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in later stages of life. The exclusion—that of those 
who cannot afford the scheme—is rather overt. 
But it becomes imperative to state these obvious 
exclusions because of the claim of the Government 
that APY is a scheme for resolving the issue of old 
age income insecurity for those engaged in the 
unorganized sector and hitherto not covered by 
pensions.

5.2.1 Poor

The 2011 Socio-Economic Caste Census (SECC) 
found that individuals in more than 75 per cent of 
households in rural India earn less than 5000 INR 
per month. As per the 2014 report of the Labour 
Bureau of India, the average Indian wage rate in 
2014 was INR 272 per day. The government had 
earlier in 2016 announced revised minimum wage 
rates to INR 9100, INR 11,362 and INR 13,598 
per month respectively for 26 days of work, based 
on their location on the rural-urban continuum. 
Contrasting this figure is the average ‘living’ wage 
for India calculated by the Asian floor wage for 
covering the basic living costs for three consumption 
units considering the following expenses—food, 
housing, transportation and contingent costs, 
which amounts to a household wage floor of nearly 
INR 18,000 per month. The central trade unions 
have been demanding a similar amount as monthly 
wages for locations situated in rural areas and 
higher wages for locations situated in urban areas 
over the past year. 

Investing in a financial product and securing 
old age income would necessarily be a priority 
after allocating sufficient resources for expenditure 
on activities and consumption needs that are 
considered to calculate a living wage. This means 
that, at present, for a vast majority, payment for a 
financial product can only be managed by reducing 
necessary costs on essentials such as food, housing 
and transportation. 

5.2.2 Unorganized Labour

Combined with low wages and poverty, the challenge 
of informality of labour relations makes mandatory 
and regular payments for privately-procured social 
security schemes more difficult than it appears. 
According to the 2011 SECC, nearly half of all 
rural households engage in manual casual labour 
as their primary employment. A hallmark feature 
of employment in the unorganized sector is that of 
irregularity of jobs as well as income. Additionally, 
there exists an asymmetry in representation of social 
categories in the unorganized sector. The India 
Labour and Employment Report 2014, based on 
the analysis of the 68th round on employment of the 
National Sample Survey (NSS), claims that there is 
a high representation of Muslims in the occupation 
category of own account workers; generally of the 
‘low paying’ and ‘petty’ class. Dalits and Adivasis 
are highly underrepresented in the formal sector. 
Their engagement is high in manual casual labour. 
It is not presumptuous then to think that the APY 
scheme carries the potential to systematically 
exclude some social categories over others based on 
their dominant trends of labour engagement.

5.2.3. Women and Economically Sependents

Economic independence requires control over 
personal and household financial resources to 
appropriate a part or all of it for investing in 
one’s future well-being. The lack of economic 
independence experienced by women may 
hamper their ability to secure income support for 
themselves in the future. According to the data 
available from the World Bank data portal, ‘Female 
Labour Force Participation’ rates in India are low 
in comparison to global averages. While the global 
average for 2014 was 50 per cent, participation of 
women in working age groups in India for the same 
period was 27 per cent.9 Based on the analysis of 
the NSS data of the India Labour and Employment 
Report (2014 highlights, p. 410) we can claim that 
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‘Women in general are disadvantaged in the labour 
market. In addition to their low share in overall 
employment, a greater proportion of them are 
engaged in low-productivity, low-income, insecure 
jobs in farms, and in the unorganized and informal 
sectors as compared to men.’ This means that even 
the women who are reportedly engaged in ‘gainful 
employment’ mainly work to subsidize farm labour 
or labour for family enterprises, without necessarily 
receiving actual economic remuneration. Care work 
within the household is disproportionately shared 
by women in high measure and is largely unpaid. 
The Atal Pension Yojna aimed at all those who form 
a part of the ‘unpensioned society’ is largely blind 
to the pension needs as well as limitations faced by 
the targeted group that comprises nearly half of the 
total ‘unpensioned’ population.

6. Processes of Exclusion

In order to evaluate whether pension provisioning 
is inclusive and just, we employ four criteria—
coverage, adequacy, age of initiation, and 
transparency and ease of disbursement of pensions. 
Coverage refers to the number of people and the 
proportion of population of older persons that 
a pension system is able to bring under its ambit. 
Considering that pensions are provided in lieu of 
recognition of age-induced incapacities, which 
in turn adversely impact continuance of assured, 
regular incomes, pensions should ideally be 
able to perform the function of addressing these 
incapacities for all those facing them. For a pension 
system to be able to realize its stated aims of 
providing the old with a life of dignity and ensuring 
continued participation in all spheres of life, the 
criterion of adequacy—the amount disbursed, is 
very crucial. 

Life expectancy varies across regions and groups. 
For example, in 2005 the overall life expectancy 
was about 65 years but the average life expectancy 
among those belonging to the Scheduled Tribes 

(ST) was 60 years. This number fell to a little 
less than 57 years among those who belong to 
Scheduled Tribes who are also disadvantaged by 
class as detailed in Mohanty and Ram (2010). A 
pension system which initiates pensions too late 
in the lifecycle of an individual as compared to the 
average life expectancy of the society by design not 
only excludes more people but denies the chance 
of life to those who, with pension support, could 
access essentials such as better nutrition and health 
services and could live a longer, better quality life. 
Transparency and ease of disbursement determine 
the actual access people have to pensions. The impact 
of relevant information not being communicated 
to potential and actual beneficiaries, of the callous 
attitude of government agencies, of bureaucratic 
and tiresome procedures as well as of delays and 
corruption in disbursement of pensions have been 
elaborated upon in the corresponding section.

Employing the above mentioned yardsticks, in 
this section, we outline ways in which exclusion 
from pensions for older persons is meted out 
in macro and quotidian ways. Additionally, 
wherever applicable we explain how each of these 
particular processes subvert one or more of the four 
principles—coverage, adequacy, age of initiation 
and transparency and ease of disbursement of 
pension—that we believe are determinants of 
a decent pension system. The first part lays out 
processes of exclusion from the National Old Age 
Pension Scheme; and the second one examines 
processes of exclusion underway with the Atal 
Pension Yojna. The processes listed here are by no 
measure an exhaustive list. There may exist many 
more processes of exclusion and, hence, this list is 
only an indicative one. 

6.1 Absence of Legal Obligation

The National Social Assistance Programme 
(NSAP) which is the key programme through 
which pensions are disbursed is a government 
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initiative and not a statutory scheme governed by 
any legislation. This renders it a very different status 
from several public goods like school education, 
food, rural employment and forest rights, which are 
now legal rights, even if qualified and conditional. 
The Government’s commitment to the NSAP is at 
the programme level, which means that the State is 
free to reduce or end this provisioning at any time. 
No constitutional or legal obligation exists for the 
Government to ensure pensions for older people. 
A range of constitutional and statutory provisions 
exist which mostly only indirectly or peripherally 
relate to older persons such as Article 41 and 47 of 
the Constitution and the Senior Citizens Act 2007. 
Article 41, under the Directive Principles of the 
Constitution states that, ‘The State shall, within the 
limits of its economic capacity and development, 
make effective provision for securing right to work, 
to education and to public assistance, in case of 
unemployment, old age, illness and disability and in 
other cases of deserved want.’ The IGNOAPS works 
precisely towards this principle. A conditionality 
based on fiscal availability when considering 
support for the old is embedded in the Directive 
Principle itself, making it a weak constitutional 
mechanism to rely on. It leaves the door wide open 
for the State at any time to claim that it lacks the 
fiscal capability to support a pension scheme, and 
to thereby withdraw from it or keep it minimalist, 
without violating any Constitutional Directive.

Under some personal laws, applicable along 
communitarian lines, there are clauses of 
maintenance which carry legal obligation for 
mainly sons of the older persons to either care for 
their parents and, if they are unable to do so, pay a 
monthly maintenance amount towards the care of 
the parents. While the family in India is considered 
to be the primary caretaker of children and the 
old, in most cases when the household is poor, its 
capacities to fulfil a care-giving role can well be 
very limited. These personal laws and social norms 
can only be mobilized reasonably in cases where 

the male offspring have the financial capability to 
take care of the parents. The responsibility remains 
within the unit of the family alone even when the 
household is poor, while there is no legal obligation 
on the State to provide an alternative. 

The Maintenance and Welfare of Parents and 
Senior Citizens Act was enacted in 2007. This Act 
squarely puts the responsibility of maintenance on 
children but extends the responsibility to legal heirs 
other than children for provision of maintenance. It 
connects the inheritance of property within family 
and care of older individuals within the family in 
its first section. This Act is relevant to only owners 
of property of value, a minority in this country. 
Clauses of maintenance under personal laws and 
the Senior Citizens Act of 2007 are all applicable 
in cases where there is a conscious neglect of older 
persons, despite there being economic resources, by 
effect eliminating a majority of cases where poverty 
in old age is a consequence of the entire household 
being poor.

6.2  Budgets: Low capital outlay of  
  IGNOAPS

Corresponding to the caveat embedded in Article 
41, ‘within the limit of its (state) economic capacity 
and development’ is the abysmally low public 
pension disbursement amounts and capital outlays 
for the National Social Assistance Programme. The 
pensions for those entitled under the IGNOAPS 
fares poorly on the criteria of adequacy. When 
introduced in the year 1995 (then NOAPS), the 
disbursement amount ensured by the Central 
Government was about INR 75 per month, (at that 
time equivalent to about 1.5$US) for a month. In 
2007, it was revised to INR 200 (less than three 
US$) and since then it has not been revised. The 
present amount of INR 200 is not enough by any 
measure to perform the functions of income relief 
or capacity enhancing of the old. The latest annual 
capital outlay for the National Social Assistance 
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Programme is a little over 9500 Crore Rupees, out 
of which old age pensions accounts for less than 
8000 Crore Rupees. The capital outlays accounts for 
close to 0.05 per cent of GDP. In 2001–02 NSAP 
(Central Government contribution) cost about 
0.03 per cent of GDP; in 2006–2007 it formed 
0.06 per cent; and 2010–2011 about 0.07 per cent 
respectively (Srivastastav, 2013). Estimates suggest 
that the central government spends about INR 124 
per capita on the elderly on an average (Varmal, 
2013). 

Gupta (2013), while calculating the Consumer 
Price Index for industrial workers and Consumer 
Price Index for agricultural labour in real terms, 
observed that the value of the monthly pension 
amount allocated under the IGNOAPS by the 
Central Government, when deflated by Consumer 
Price Index (CPI) is the same as it was in 1995. In 
2017 the value of pension has further depreciated 
to INR 49 when deflated by CPI. The low capital 
outlays have had an impact on the coverage of 
pensions as well. Consequently, the public scheme 
for pension continues to cover only a minority of 
the older population. The IGNOAPS covers a little 
less than 24 per cent of the population of those in 
advanced age. The low capital outlays systematically 
weaken the programme, thereby, adversely 
impacting coverage as well as adequate functioning 
of the scheme.

6.3 Design of the schemes: Means-tested  
  Public Pensions as in NOAPS

According to the International Labour 
Organisation (2014), 36 countries in the world 
provide universal social pensions and 53 countries 
offer means-tested pensions. The NSAP including 
IGNOAPS is a means-tested scheme which means 
the beneficiaries have to meet pre-set criteria of 
economic deprivation, in this case to be identified by 
individual state governments to be living Below the 
Poverty Line (BPL) according to norms set by the 

Planning Commission. Pegging pensions for older 
individuals to the poverty estimate is problematic, 
as has been observed with other social protection 
schemes of a targeted nature. Narrowly targeting 
a scheme excludes more needy people than it 
includes. Often those who are excluded are missed 
out due to blunt and inappropriate techniques of 
identifying beneficiaries in complex societies. Even 
the Eleventh Five Year Plan Report (2007–2012, 
4.5.36, p. 135) acknowledges huge inclusion and 
exclusion errors. 

Jos, Murgai, Bhattacharya and Mehta (2015) 
juxtaposed findings across Haryana—a state with 
a fairly wide pension coverage vis-a-vis Uttar 
Pradesh—a state with narrow coverage. We here 
draw attention to two specific observations in Table 2. 
First, errors of exclusion far exceed errors of inclusion 
across both the states. Second, Haryana, a state with 
wider coverage, has far fewer errors of inclusion. 

Table 2: Errors of Inclusion and Exclusion in 
Pension Entitlement in Haryana and U.P.

Inclusion Errors 
(units)

Exclusion Errors 
(units)

Rural Urban Rural Urban
Haryana 26.6 32.4 27.6 47.9
UP 28.3 42.2 58.8 50.8

Table reproduced from Jos, Murgai, Bhattacharya and Mehta 
(2015). 

Empirical studies have consistently indicated 
that the exclusion errors mainly work against 
the poorest such as homeless populations and 
Particularly Vulnerable Tribal Groups (PVTG). 
Given the social and economic complexity of 
our societies and difficulties of identification and 
categorization of people into dichotomies like poor 
and non-poor, targeted schemes don’t just have 
a limited coverage but often manage to miss the 
target in the process. 

Moreover, even amongst those who are 
legitimately excluded on the basis of applicable 
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criteria, there are individuals in need of State 
support in their advanced years to live self-reliant 
lives of dignity. Many like Deaton and Dreze (2014) 
observe that the poverty line, which basically 
assesses an individual’s ability to earn enough so as 
to provide oneself with basic calorific consumption 
(without due attention provided to the quality 
or diversity of calories consumed) is hardly a 
measure of sufficiency and is rather a measure of 
bare survival. Social protection schemes are drawn 
up with an aim of providing a dignified living and 
hence should not be limited to poorly targeted 
groups such as those who fall below the Poverty 
Line, which is a very low and untidy threshold for 
estimating poverty. The issue of coverage—how 
many people does a safety net like the IGNOAPS, 
which is instituted to protect poor workers in the 
unorganized sector, cover is a matter that needs to 
be addressed with systematic study of the situation.

6.4 Exclusions via implementation 

Everyday instances of exclusion from public 
pensions, disbursed under the IGNOAPS, are found 
across reports and anecdotally. The Eighth Report 
of the Commissioners of Supreme Court11 identifies 
a systematic under-utilization of the funds allocated 
under NSAP. The Commissioners observe 

Unused balances were as high as 29 percent in 
2004–2005 and 22 percent in 2005–2006. Last 
year (2007), however, showed lowest levels of 
utilization with almost half the funds allocated 
left unused. This surprisingly, despite the fact that 
the old age pension was increased from INR 75 
per month to INR 200 per month. 

Application for pensions, renewal of pensions 
and pension disbursements are marked by practices 
that can be categorized as poor implementation of 
the scheme leading to exclusion, if not wholly then 
partially; for instance inordinate delays, commonly 
reported across these stages, impacts access to other 
essential goods/services. 

 The Public Evaluation of Entitlement 
Programmes (PEEP) survey conducted in 2013 
across 10 states in India observed that the application 
process across states was highly and unnecessarily 
‘bureaucratic’. Additionally, the onus of application 
for pensions, which generally involves approaching 
more than two government offices, rests entirely 
on the beneficiary. In the CES study on pensions 
it was observed that only about 40 per cent of 
people began receiving their pensions within the 
mandated period of three months following their 
application. In the state of Gujarat only 25 per 
cent of people began receiving pensions within the 
mandated period of 3 months. 22 per cent claimed 
to have begun receiving pensions 6 months after 
application, 25 per cent began receiving pensions 
12 months following application and for 6 per cent 
it took more than a year to become beneficiaries of 
the pension scheme. 

Bureaucratic negligence can also result in 
exclusions. In the summer of 2016 the Rajasthan 
government precipitously cancelled 0.7 million 
pensions and stopped12 pensions of 0.3 million 
beneficiaries citing multiple reasons such as death 
of the beneficiary, migration of beneficiary (when 
not the case) or duplication of beneficiary account.

A public campaign led by Mazdoor Kisan Shakti 
Sangathan (MKSS) and organizations involved 
with the Right to Information campaign, physically 
verified the government’s claims that revealed the 
callous ways in which the renewal process was 
carried out. A large majority of the cancelled and 
stopped pensions were of older people who had 
been declared dead even though they were alive. 
These pension accounts were reopened following 
the resulting public uproar, but in most cases 
without arrears. In a similar instance in Andhra 
Pradesh, in February 2016, it took a stern interim 
order from the High Court in response to a writ 
petition filed about discontinuation of pensions, 
for the government to restore public pensions 
for the older people that were wrongly cancelled 
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by declaring the beneficiaries dead. These are 
not exceptional situations. Delays in the yearly 
verification processes are a regular occurrence. The 
PEEP survey13 conducted in 2013 observed delays 
across all 10 states in India. Counterintuitively, while 
corruption in the disbursement process is reported 
across studies, its spread and magnitude are very 
limited. In this regard IGNOAPS is considered a 
successful scheme where the benefits do actually 
reach the intended people (Dutta, Howes & Murgai, 
2010, PEEP Survey, 2013).

6.5 Processes of Exclusions from the Atal  
 Pension Yojna

It is important to reiterate here that as opposed to being 
a social protection scheme, Atal Pension Yojna and 
its predecessor Swavlamban Yojna are by design just 
another financial product developed and marketed 
under the NPS by the State. But what differentiates 
it from the other schemes is that its stated aim is to 
address the issue of pensions among poor workers of 
the unorganized sector. It is for its stated intention 
of greater public good that we shall apply a similar 
lens to it, as that used to examine IGNOAPS, and will 
evaluate it across two of the four criteria of adequacy 
and coverage to better understand the processes of 
exclusion that are at work.

6.5.1 Coverage

The Atal Pension Scheme at present has only about 
three million subscribers. This includes subscribers 
who have migrated from the Swavlamban Yojna, 
a scheme initiated by the previous Congress-led 
United Progressive Alliance (UPA) government. 
As per a press release of the PFRDA dated 18 
November, 201414 more than 3.5 million accounts 
had been initiated under the Swavlamban scheme. 
The scheme was discontinued by the present 
government and subscribers were provided with a 
choice of either migrating to Atal Pension Yojna or 
withdrawing their contributions with the financial 

returns accrued on them. The retention rate of the 
scheme as reported by the PFRDA is between 70 
per cent and 75 per cent (Yadav, 2015). 

To increase the popularity of the scheme, a 
minimal public contribution amounting to a 
maximum of INR 5000 was offered to subscribers 
for those who enrolled in the scheme in the first 
two years of its initiation. The target that Atal 
Pension Yojna had set out for itself was 20 million 
subscribers. Based on media reports, the Atal 
Pension Scheme has fallen way short of achieving 
its own target as well as in assuring income security 
to a substantial number of those who at present are 
engaged in employment which is unprotected and 
does not offer any kind of security in old age.

Its limited popularity among workers in the 
unorganized sector is reinforced by the lack 
of sensitivity and awareness by the state when 
promoting the Atal Pension Yojna. A public 
interest advertisement promoting the scheme 
helps us understand the inherent bias against poor 
workers embedded in the scheme. Following a 
brief description, we unpack the power-relations 
evident in its semantics. The opening scene of the 
public interest TVC15 portrays an older gentleman 
labouring at a construction site, lifting a heavy load 
and precariously balancing it on his head while 
simultaneously being shamed by the contractor 
for being too old to work. The gentleman—whom 
we shall henceforth address as the contractor—
is upset because he thinks the older worker 
will decrease the pace of the work owing to his 
age-induced incapacities. Amitabh Bachchan, a 
leading Indian actor appears at this moment, as 
the spokesperson for the Atal Pension Yojna and 
reminds the contractor that he must ensure that 
his own future is different from that of the older 
gentleman labouring at the site, and that he can do 
this by enrolling for the Atal Pension Yojna. 

Unpacking the semantics and messaging of this 
TVC helps understand concretely, the contradic-
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tions inherent to self-contributory pension schemes. 
The older gentleman, who is representative of 
the majority of informal workers in unorganized 
sectors such as construction (in this case), is in a 
condition of forced labour and is merely used as a 
trope to pitch the scheme to those who are capable 
of providing for themselves. By suggesting that 
securing oneself against a situation of forced labour 
in old age is the individual’s own responsibility, 
by implication, makes individuals responsible for 
old age, poverty and unfair conditions of work. 
It also simultaneously absolves the state from its 
responsibility to address old age income insurance. 
The publicly sponsored advertisement is a grave 
misreading and misrepresentation of the situation 
of labour in India as well as that of poverty and 
old age. The worrisome aspect is that it, at present, 
seems to reflect the dominant attitude of the State 
towards pension provisioning for the old.

6.5.2 Adequacy

The Atal Pension Yojna fares poorly on the criterion 
of adequacy. The annuities promised under the Atal 
Pension Yojna are too low and don’t seem sufficient 

when adjusted against inflation rates. The table below 
presents, our own estimates of what the annuities 
under the Atal Pension Yojna would amount to by 
the time they are realized by the beneficiary, across 
10 scenarios, as per the investment plans presently 
available under this scheme. Even in the best case 
scenario for which the monthly pension amount is 
INR 1393 which amounts to far less than 50 per cent 
of the present minimum wage, one would have to 
pay a monthly contribution of INR 1454 per month 
for about 20 years. 

For those who cannot afford higher annuities the 
situation is even bleaker. An annuity of INR 1000 
in 42 years would amount to INR 68 per month—
amounting to less than one-third of the meagre 
amount assured by IGNOAPS at present. In other 
words to assure for oneself an income in a span of 
42 years, which at present rates is far lower than 
the monthly pension amount under the IGNOAPS 
today, requires one to enrol in a government-
supported scheme and pay an assured amount every 
month. The scheme offers a modest rate of return of 
7.5 to 7.9 per cent which is close to the interest rates 
offered by banks on recurring deposits.

Table 3: Pension Plans under Atal Pension Yojna16

Years of 
Contribution

(in INR)

Monthly 
Contributions

(in INR)

Monthly 
Pension 

to the 
subscribers 

and his 
spouse (in 

INR)

Indica 
Return of 
Corpus to 

the nominee 
of the 

subscribers 
(in INR.)

Present 
Value of 
Monthly 
Income 
(in INR)

Present 
Value of 
Corpus 
Money.

(in INR)

Scenario 
A: Monthly 
Pension 
Rs.1000

Case 1: 
Age 18 42 42 1000 170,000 68 11,605
Case 2: 
Age 40 20 291 1000 170,000 279 47,348

Scenario 
B: Monthly 
Pension 
Rs.2000

Case 1: 
Age 18 42 84 2000 340,000 137 23,210
Case 2: 
Age 40 20 582 2000 340,000 557 94,697
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Years of 
Contribution

(in INR)

Monthly 
Contributions

(in INR)

Monthly 
Pension 

to the 
subscribers 

and his 
spouse (in 

INR)

Indica 
Return of 
Corpus to 

the nominee 
of the 

subscribers 
(in INR.)

Present 
Value of 
Monthly 
Income 
(in INR)

Present 
Value of 
Corpus 
Money.

(in INR)

Scenario 
C: Monthly 
Pension 
Rs.3000

Case 1: 
Age 18 42 126 3000 510,000 205 34,815
Case 2: 
Age 40 20 873 3000 510,000 836 142,045

Scenario 
D: Monthly 
Pension 
Rs.4000

Case 1: 
Age 18 42 168 4000 680,000 273 46,420
Case 2: 
Age 40 20 1164 4000 680,000 1114 189,393

Scenario 
E: Monthly 
Pension 
Rs.5000

Case 1: 
Age 18 42 210 5000 850,000 341 58,025
Case 2: 
Age 40 20 1454 5000 850,000 1393 236,742

Values calculated assuming 6.6 per cent CPI inflation. Average inflation from 2001 to 2016. 

The present value of Monthly income and Corpus money has been calculated using the formula; PV=FV*(1/(1+R)^N. Where 
PV=Present Value, FV=Final Value, R=rate of inflation and N=number of years. 

7. Consequences of Exclusion from  
  Old Age Pensions

The increase in life expectancy over the years has 
guided a level of inter-temporal planning, which 
was not required hitherto to the same degree 
by individuals. Even in India the average life 
expectancy of 60 years has gone up by an additional 
18 years. This means that at the official age of 
retirement an individual needs to plan to provide 
for himself/herself for an additional 18 years, taking 
into account age-induced incapacities, if any, and 
reduced income. Insufficient provisioning for 
pensions has both macro and micro impacts.

Social pensions in India, apart from being 
programmes for old age support, are also poverty 
alleviation programmes and hence perform related 
functions of avoiding rapid decline into abject 

poverty as well as relieving individuals from abject 
poverty. Hence, the consequences are not just 
limited for the elderly but insufficient pensions 
can have an impact on overall poverty levels. An 
amplification of inequality in society, a contraction 
of the economy and an increased expenditure on 
public health are generally the expected outcomes 
in a society where a majority of people age without 
old age social security.  

The consequences for potential beneficiaries 
excluded from pensions unsurprisingly mirror the 
very aims of pension support. A rapid decline into 
abject poverty, consumption contraction, a decline 
in health and quality of life are the most widespread 
consequences of exclusion from pensions in 
advanced age. Since a majority of older people 
continue to work into their old age, not having 
access to good nutrition or health services impacts 
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their ability to participate in ‘gainful employment’. 
At the same time, a weak pension system offers 
no real option with regard to work engagement. 
Exclusion from pensions can induce cyclical 
poverty which an individual might find difficult to 
break out of. 

India overall ranks at the far end—71st out of 
87 countries—of the Global Age Watch Index17 (an 
index measuring old age well being). While India 
performs fairly well on the social integration and 
safety aspects of the Age Watch Index, access to 
healthcare among older persons is one of the poorest 
compared to other countries. Garroway (2013) 
finds some spillover impacts of pensions for the old. 
Homes in which the old do not receive pensions 
record higher incidence of the second generation 
being involved in child labour as compared to 
homes in which older persons do receive pensions.

8. Best Practices

In this section we list some existing practices 
with regard to public pension. Also, we draw on 
a relevant international case which represents 
best practices based on the criteria of universality, 
adequacy, age of initiation and transparency that 
we identified earlier. Pensions across states in India 
are not uniform. Instead of identifying one state in 
India which performs well on every indicator, we 
present Table 4 below which, next to each criterion, 
lists states that perform relatively more inclusively 
and better as compared to other states and as 
prescribed by the IGNOAPS guidelines.

1. Universality: All states which entitle all those 
above the age of 60 to non-contributory public 
pensions with or without applying top decile 
exclusion criteria such as receipt of pensions 
from other sources and/or income tax payee.

2. Age of initiation: Pensions for the old 
are generally adjusted as per the life 
expectancy for that country or region. Most 

industrialized countries pay for nearly 15 
years of pension for older adults. In India, the 
average life expectancy is about 66 years and 
wide variations exist in life expectancy based 
on class, caste and location. The NOAPS 
considers a person eligible for pensions at 
the age of 60 years. However, many consider 
this very late given the life expectancy in 
our country. We have identified states that 
consider people eligible for old age pension 
before they turn 60.

3. Adequacy: At present, the NOAPS entitles 
its beneficiaries to 200 INR per month. 
States based on their will and capacity, 
often, augment this amount. Consequently, 
there are high variations in the amount of 
pension received, ranging from INR 200 per 
month in states of Manipur, Nagaland and 
Arunachal Pradesh, to INR 2000 per month 
in Goa. Movements such as Pension Parishad 
have been demanding pension equivalent to 
that of 50 per cent of minimum wage. The 
argument is that since workers in the formal 
sector receive a pension equivalent to half 
their last salary drawn, inflation-indexed, 
the least that informal workers should be 
receiving is half the minimum wage for 
unskilled work that they would draw for 25 
days of work. This way of calculating would 
result in a pension amount which is close to 
INR 2500 per month in many states and in 
states like Delhi, it would be much higher. At 
present, state schemes linking themselves to 
the IGNOAPS with top-up amounts do not 
reach this amount in any state. Hence, for 
the purpose of identifying more generous 
schemes from the rest, we list here all the 
states having pension amounts higher than 
INR 1000.

4. Transparency in Disbursement: Anecdotal 
evidence has suggested some leakages in the 
pension disbursement system. Government 
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responses to these have ranged from apathy 
to high-handed changes such as transfer of 
pension disbursement via post office to banks. 
We list the example of Orissa, since many 
consider it an outcome that was mutually 
beneficial. In rural areas in Orissa, Andhra 
Pradesh and Telangana, pension disbursement 
is carried out in a public meeting at a local 
government office. The presence of the public 
imparts it transparency and plugs leakages 
and exclusion that may exist in the last mile 
delivery of the public good in question. In 
situations where the beneficiary is unable to 
participate in the public meeting and access 
his/her pension, the responsibility of assessing 
the situation and finding reasons for the 
absence rests with the state authorities. We do 
not consider this to be an ideal way to plug 
leakages but would state this as an example of 
a proactive attempt at resolving issues, related 
to delivery of welfare goods, in a way that is 
mindful of the context.

Table 4: Best Practices across States in India

Criteria State
Coverage/Universality 
(only with top decile 
exclusion criteria)

Rajasthan, Haryana, 
Tamil Nadu

Age of initiation (Below 60 
years)

Rajasthan, Haryana

Adequacy (Above INR 
1000)

Delhi, Haryana, Goa, 
Telangana, Himachal 
Pradesh

Ease and Transparency in 
disbursement

Orissa, Andhra 
Pradesh, Telangana

8.1 International Best Practice

8.1.1 Renta Dignidad, Bolivia

Renta Dignidad or Dignity Pension is a public 
pension (in Spanish) scheme run by the Bolivian 
state. It has been cited as one of the most successful 
examples of old age pension in recent times. Renta 

Dignidad is a universal, publicly funded pension 
scheme for all above the age of 60 years. It claims 
to cover nearly 90 per cent of all senior citizens in 
Bolivia. The annuity that each beneficiary is entitled 
to is about US$340 which is equivalent to  INR 
23,800 per annum. Recipients of other pension 
schemes receive 75 per cent of the full amount. 

The Bolivian government has created a distinct 
and dedicated funding source by nationalizing and 
taxing hydrocarbon mining in the country. The 
favourable conditions for hydrocarbon trading 
in the global markets have helped the Bolivian 
government to amass a fund large enough to 
generate its own dividends through effective 
management. The social protection floor for the 
elderly ensured by the Bolivian state has been 
guaranteed in the constitution as well. Article 67 
of the present Bolivian constitution which became 
effective in 2009 states the following: 

In addition to the rights recognized in this 
Constitution, every person of adult age has the 
right to a dignified old age that has quality and 
human warmth. The State shall provide an old 
age pension within the framework of full social 
security, in accordance with the law.

8.1.2 Bolivia and India—A Comparison

Socio-political and economic realities of Bolivia 
are not very different from that of India. The 
age structure of Bolivia and India is a broad 
based pyramid with less than 10 per cent of the 
population forming the top end of those aged above 
60 years. In absolute terms, the Indian economy 
is far bigger than the Bolivian economy but both 
have a comparative GDP per capita. Bolivia is a 
low income country and part of the Global South. 
Besides, the share of agriculture to industry to 
service is comparable between both countries and 
in Bolivia too, like India, most of the labour force is 
employed in the unorganized sectors.

The final and most compelling similarity is that, 
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like India and many other developing countries, 
Bolivia adopted the World Bank-recommended 
multi-pillar system of pensions in the 1990s. This 
system is categorically against universalization of 
public pensions and restricts state-funded pensions 
to a minority not covered by employment-based 
pensions or pensions procured individually under 
schemes offered by private finance institutions 
under pillar three. After over a decade of owning 
a weak public pension system, the Bolivian 
government in 2007, recognizing the inadequacy of 
the multi-pillar system of pensions, rejected it and 
introduced a universal social protection floor for 
the older citizens.

8.1.3 Impact of Dignity Pensions

Renta Dignidad has had a far-reaching impact on 
poverty reduction in Bolivia. Studies suggest that it 
has helped the aim of consumption-smoothing to a 
great extent. Between 2007 (the year when Dignity 
pension was introduced for the first time in Bolivia) 
and 2009, Bolivia witnessed more than a 5 per cent 
reduction in absolute poverty. It has resulted in an 
overall rise in the per capita income and has helped 
elevate Bolivia from a low income to a middle 
income country.

Vast differences were observed between the 
consumption expenditure of those receiving 
pensions and those just below the eligibility age—
between 55 years and 59 years. The beneficiaries 
were able to access a decent living from the income 
support provided by Renta Dignidad. An objective 
assessment of the situation on the ground, a political 
commitment to alleviate poverty, providing 
equitable services and a systematic nationalization 
of the economy has enabled Bolivia to implement 
a universal pension scheme that provides each 
individual US$340 a year.

The two most positive macro outcomes of the 
Dignity pension have been a reduction in Bolivia’s 
absolute poverty from six percentage points to 

two percentage points and the elevation of Bolivia 
from a low income country to a middle income 
country. This has enabled the country to participate 
in international trade more strongly. Evaluation 
studies cite lesser incidence of child labour in homes 
receiving dignity pension as compared to the control 
group which does not receive pensions (Mendizabal 
2014). Dignity pensions in Bolivia are a proof of the 
success of a people-centred approach to public policy 
when supplemented by political will. A policy such 
as this is the need of the hour for many countries of 
the developing world including India.

9. Recommendations 

At present, in India, the total population of older 
persons is 103 million and they constitute 8.6 per 
cent of the total population. However, only about 
23 million receive pensions of the non-contributory 
variety under the IGNOAPS. According to United 
Nations projections, the population of the old 
in India is set to rise three times by 2050. The 
overwhelming majority of people, nearly 87 per 
cent of the present labour force, are engaged in 
unprotected employment which provides no 
income security in old age. The proportion is even 
higher for women and the rural populace. In such a 
scenario public pensions, meant to provide income 
security to all who do not have an assured income 
in their advanced age, is both the need of the hour 
as well as the need of the future. Despite this, the 
issue of pensions for older citizens does not receive 
due attention in public debates.

We strongly believe that policies for older 
persons should aim at providing rights-based, 
comprehensive care for older citizens, of which 
regular and adequate cash transfers in the form 
of pensions are a very important element. Apart 
from regular pensions, the State must provide 
universal, costless and age-sensitive public health 
services and mass-scale nutrition augmentation 
programmes which are subsidized and sensitive to 
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the needs of the older individuals of the society. 
Through this shift we argue in favour of a people-
centred policy for those in advanced stages of their 
life. We make a case for an adequate, universal 
or at least near-universal pension system, which 
reaches all those in the advanced stages of their 
lives without assured income, which is delivered 
to the beneficiary regularly (monthly basis) via 
a mode of disbursement most convenient to the 
beneficiary. 

In the rest of this final section of the chapter 
we make a case for adequate, universal pensions 
by suggesting multiple policy interventions .These 
suggestions are based on the analysis presented in 
this chapter. We also draw upon the SECC report as 
well as demands that have emerged from peoples’ 
movements focussed on this issue, to substantiate 
our claim as and when necessary. 

9.1 Universalization of Age-based  
 Pensions

One of the most contested debates in policy 
literature is whether to universalize social benefits 
or target them. In light of the larger reality of India 
where ageing for most people is not accompanied 
by income security, as elucidated in earlier sections 
of this chapter, the foremost recommendation 
we propose with regard to pensions for the old 
is for the State to move towards a near universal 
coverage. Pensions must be provided to all whose 
age is greater than the age criteria defined in the 
policy but who have no pensions linked to formal 
sector employment. As evident from the preceding 
discussion, India presently follows a means-tested 
system. We strongly argue against such a narrowly 
targeted system. Instead ideally, as stated above, it 
should be a universal programme. If universality is 
an ideal that is difficult to achieve, then at the very 
least we would echo the recommendation made by 
the expert group to MoRD18 in November 2016 to 
extend pensions to all those who do not meet the 

conditions of automatic exclusion criteria19 in the 
Socio-Economic Caste Census. 

The main reasons behind this proposal is to 
ensure a rights based dignity to all old people by 
minimizing the errors of exclusion and inclusion 
that are common to targeted schemes, and in a 
true sense achieve the aim of Article 41 under the 
Directive Principles. Incidentally in the CES study 
when people were asked whether pensions should be 
for all old people or only for the poorest, 81 per cent 
of people interviewed in Rajasthan and 83 per cent 
in Gujarat felt that old age pensions should be for all 
without any conditionality. If pension restructuring 
in India is to live up to its original intent then 
expansion of pension coverage to all those without 
income security is a necessary precondition. In a 
multi-pillar system, the first pillar is the strongest 
one, designed to cover all who face the possibility 
of ageing without income security. 

9.2 Adequate Entitlements

We claim that the central government contribution 
of INR 200 and INR 500 per month per person, 
which is too low, has remained stagnant for over 
a decade and needs to be revised. This amount is 
less than INR 1200 per month which is where the 
poverty line is drawn. In other words the present 
pension entitlements do not provide for even what an 
individual requires for basic calorific consumption 
required to remain alive at present rates. 

The amount entitled under IGNOAPS, at 
present, is not based on any systematic method of 
accounting for the cost of living a life of dignity. 
We propose that the State calculate the per month 
pension entitlements based on either of the two 
methods that is provided—transfer 50 per cent of 
per capita GDP to each beneficiary or 50 per cent 
of the official minimum wage. These are the two 
most widely used methods to decide public pension 
amounts globally. A social protection scheme that 
does not account for cost incurred for even basic 
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consumption levels and provides much below that 
level falls short of being the safety net it is conceived 
to be. In the CES study, the mean pension amount 
reported by beneficiaries as their ideal pension 
amount in Rajasthan was INR 1875 per month 
and in Gujarat it was INR 2373 per month. There 
is nearly a three to four fold difference between 
what people expect as old age support and what is 
provided at present in both these states.

9.3 Early Initiation of Age-based Pensions

At present the IGNOAPS considers individuals 
above the age of 59 years as eligible to be 
beneficiaries of the scheme. The criteria for age is 
most likely borrowed from the formal sector idea 
of mandatory retirement, which generally is at the 
age of 60 years. The age at which public pensions 
are initiated are inextricably linked to the average 
longevity of life. In India the average life expectancy 
is 64 years. However, life expectancy varies across 
class and caste. It is observed through the data that 
the poor and the vulnerable usually live shorter 
lives as compared to the rich and privileged; for 
instance, the average life expectancy of those who 
are poor and belong to the scheduled caste category 
is less than 60 years and life expectancy of those 
who are poor and belong to the scheduled tribes 
category was less than 57 years, whereas the average 
life expectancy in 2005 was 65 years (Mohanty & 
Ram, 2010). 

Hence, while deciding the age of initiation of 
pensions, one should give careful consideration 
to these factors. In the case of India this means an 
earlier initiation of pensions than the present age, 
since the average life expectancy is too low to begin 
pensions at the age of 60 years. It is encouraging 
to know that some individual states like Rajasthan 
and Haryana have already entitled beneficiaries in 
their states to pensions, before they reach the age 
of 60 years. In Rajasthan, pensions are initiated at 
the age of 55 years for women and 58 years for men. 
In Gujarat, old age pensions are initiated at the age 

of 60 years. Interestingly, in the CES study while 
over one-fourth of the respondents in Rajasthan 
felt that the age at which pensions were initiated in 
their state was acceptable, less than one-fifth of the 
respondents in Gujarat echoed the same opinion. 
An overwhelming majority of respondents across 
both states were in favour of earlier initiation of 
pensions. 

9.4 Ease of Application and Ease in  
  Disbursement of Pension

9.4.1 Ease of Application

We propose that beneficiaries of old age public 
pensions should be proactively identified. Preferably 
when eligible persons enter the age bracket, they 
should be automatically included. If there is an 
application procedure, this should not involve 
travel outside the place of residence, because older 
people face financial and physical constraints when 
it comes to mobility outside where they live. 

Most studies have noted that the application 
procedure for initiating pensions is tiresome, 
unnecessarily bureaucratic and directs all the 
responsibility for initiating pensions towards the 
beneficiary herself/himself. The CES study finds 
that in Gujarat, on an average, each beneficiary 
has to visit two and sometimes three offices and 
less than 40 per cent of people who had applied for 
pensions across both the states had their pensions 
initiated within the official stipulated time of three 
months from the date of application. Jos, Murgai, 
Bhattachrya and Mehta (2015), in their comparative 
study across three states—Delhi, Haryana and 
Uttar Pradesh, identify easing entry into pensions 
by methods such as proactive identification of 
beneficiaries. 

9.4.2 Plugging Delays in Pension Payments

Pensions which are supposed to be cash transfers, 
paid duly every month, are reported to be routinely 
delayed. In the CES study over one-third of 
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respondents were yet to receive pensions for the 
previous month at the time of the study. The most 
cited reason for delays in Gujarat was that pensions 
are generally delayed by 2–3 months on an average. 
In Rajasthan, while most people cited this as a 
reason, other prominent reasons included not 
having an Aadhaar card or a bank account. 

We propose that pensions should be disbursed 
en masse on a stipulated date of the month at the 
place of residence of the older person, a practice 
adopted by the states of Telangana, Andhra Pradesh 
and Odisha. This streamlines the process of 
pension disbursal as well as ensures transparency. 
Additionally the beneficiaries can plan their 
expense well in advance and don’t have to limit 
their expense on essentials due to the insecurity 
they face each month due to delays. 

The National Social Assistance Programme, 
of which the IGNOAPS is a single component, 
provides cash transfers similar to itself also in 
the form of pensions for widows and people with 
disability between the ages of 40 and 59 years. 
The scheme is named Indira Gandhi National 
Widow Pension Scheme and Indira Gandhi 
Disability Pension Scheme respectively. At the age 
of 60 years, the Indira Gandhi Old Age Pension 
Scheme replaces either in an individual’s life. 
Advancing of age by itself is a challenge that needs 
active government intervention. The challenges 
of widowhood or disability are not encompassed 
within advancement in age but are distinct axes of 
disadvantage in themselves. 

However, by providing one of the three types 
of pensions at a time, the state assumes that 
disadvantages do not intersect but rather replace 
each other. This weakens individuals who may 
face more than one of these challenges in addition 
to being old; for example a 60-year-old disabled 
person while facing adverse impacts of ageing and 
disability is compensated for only one of them. In 
a 2015 study20 conducted by the Centre for Equity 

Studies, in which over 200 cases of women with 
disabilities in rural India were documented, it was 
found out that most women used their disability 
pension for accessing medical treatment often 
related to their specific disability. Hence, specific 
disabilities need supplementary costs in order to 
manage them. 

9.5  Systematic Data Collection

A people-centric policy cannot be arrived at without 
the support of systematically collected data. In a 
situation like ours, marked by limited fiscal capacity 
of the State and the need for large investments in 
the social sector, the need for data-backed policy 
intervention cannot be over-emphasized. It is 
important to collect systematic individual-level 
consumption data via public surveys to understand 
intra-household parity and linkages between 
old age and poverty. At present, it is difficult to 
differentiate between deprivations due to poverty in 
general and age-induced poverty. This is especially 
important if the public pension systems are means-
tested. Besides, there is little comprehensively 
collected systematic data available about all aspects 
of well being of the elderly. Systematically collected 
data, we believe, will help in understanding specific 
needs of the old and inform relevant policy design.

9.6  Introduce Legal Obligation of State  
  towards Old Age Income Support

While the constitutional provisions under Articles 41, 
42 and 47 address old age, labour and nutrition needs 
respectively and Article 21 specifies the Right to Life, 
none create a binding obligation upon the State to 
provide cash transfers in form of pensions. A law that 
legally binds the state to ensure participation of the 
elderly in the economy and secure for themselves a 
life of dignity, via publicly provided pensions of value 
that is systematically derived, would strengthen the 
case for age-based pensions immensely.
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9.7  Pension Fund Planning

Most countries that have adequate public pensions 
are accompanied by a systematic system of funding 
the pensions. There is a need for a dedicated State 
managed pension fund with a long term vision that 
takes cognizance of demographic changes as well 
as social security entitlements of the labour force 
at large. All countries with a well performing public 
pension programme, whether they follow the multi-
pillar strategy of the World Bank or a universal 
pension floor for all, have a dedicated pension fund 
which is used to provide for the present and plan 
for future needs. Since providing adequate pensions 
needs inter-temporal planning, making funds 
available and planning their management ahead 
of time is an effective way to address the issue of 
funding for pensions. 

9.8  Increasing the Pensions Provided by  
  the Private-sector Employer

The viability of providing public pensions rests 
heavily on a strong second pillar which in turn rests 
on mandatory pensions provided via employment. 
Policy interventions which incentivize employers 
to provide pensions to employees as well as penalize 
the defaulters would help ensure expansion of 
pensions provided under the second pillar. Recent 
reports of the PFRDA have repeatedly stressed the 
need to share responsibility of pension provision 
with the employer. At present, only about 8 per 
cent of jobs in the private sector provide old age 
income security of any kind. This places the burden 
of ensuring income security for all senior citizens, 
on public pensions alone.

9.9  Refraining from ‘Financialization’ of  
  Pensions

By financialization of pensions, we mean precisely 
two things—linking pensions to global capital, 
i.e., increasing the proportion of foreign direct 
investment allowed in pensions, as well as relaxing 

regulations related to investment of pension funds. 
Both processes together allow for a larger amount of 
funds to be invested in riskier options such as equity 
funds and hedge funds. This recommendation, 
unlike others, is not restricted to non-contributory 
public pensions but is about reflecting on the 
entire sector of pensions as a whole. In 2016, the 
permissible limit for Foreign Direct Investment in 
the pension sector was raised from 26 per cent to 
49 per cent (maximum permissible limit for FDI 
in India at present). The report of the Committee 
to Review Investment Guidelines for the National 
Pension Scheme, 201621 recommends more 
autonomy to fund managers, returns on pension 
investment pegged to the risk ‘appetite’ of the 
investor and finally devolvement of investment 
rules which, at present, control the magnitude of 
investment in high risk equity and hedge funds.

Critiques of the inherent risk factors related 
to heightened financialization are echoed across 
the ideological spectrum. Prasad, Rajan and 
Subramaniam (2007), prior to the 2008 economic 
recession across the globe, warned that an 
analysis of international capital flows and the 
associated risks demands greater caution and 
control. Financialization of pensions introduces 
complexities and elevates risks for non-
contribution based public pensions as well. While 
it is difficult to overhaul the system and do away 
with financialization, most experts like Rajan 
believe that certain crucial arenas can be regulated 
more than others. Financialization of pensions has 
been consistently and systematically opposed by 
CPI(Marxist) and the All India Trinamool Congress 
Party (AITMC). 

Inadequate regulation of investment of pension 
fund corpuses does not just enhance risk levels of 
a particular pension scheme and its subscribers, 
but elevates the risk of the entire sector as well 
as diminishes returns on pension funds invested 
conservatively in safer options such as government 
bonds. Pensions are too important to be left to the 
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volatility of financial markets. If left to the volatility 
of markets pension plans would be faced with two 
outcomes of low risk, low defined benefit returns 
or risking public pensions for investment options 
involving higher risk. Both of these scenarios 

make it nearly impossible to provide for adequate 
public pensions for all senior citizens. Unless these 
structural issues are addressed, the viability of 
pensions will be a challenge difficult to meet.

Endnotes
1. The study on old age pensions was conducted by the 

Centre for Equity Studies in Gujarat and Rajsthan 
from July 2016 to November 2016. The study 
interviewed 1500 respondents across select rural 
and urban locations. The study was conducted in 
partnership with ANANDI, DevgarhBaria Mahila 
Mandal, Malia Mahila Mandal in Gujarat and Astha 
in Udaipur, Unnati in Barmer, Mazdoor Kisan 
Shakti Sangathan and School for Democracy in 
Bhim, Rajasthan and Pension Parishad in Delhi. 
Jayati Ghose, Ravi Srivastav, Praveen Jha, NC 
Saxena, Nikhil Dey and Harsh Mander comprised 
the advisory group. Throughout the chapter this 
study has been referred to as the CES study on 
pensions for old, 2016. 

2. An estimate of over one-third is an approximate 
derived based on the following figures. About 23 
per cent of the old are covered under the IGNOAPS. 
8 per cent are covered by private-sector employers. 
The rest are covered by public-sector employers. 
The first figure is based on total beneficiaries of 
IGNOAPS as presented in Annexure 1 (24,167,176 
people) and considering the total population of 
those above the age of 60 years as 10.39 crores. For 
the second figure see ‘When India Ages; whither all 
Pensions’ published by CRISIL Insight in January 
2015. Accessed at https://www.polymerupdate.
com/general/special-features/articles/crisil/
crisil-27022015-144416.pdf. For estimates also 
see India Labour and Employment Report 
2014,Workers In The Era of Globalisation; Institute 
of Human Development, published by Academic 
Foundation, New Delhi in 2014. 

3. The full budget speech can be accessed at http://
indiabudget.nic.in/bspeech/bs200001.pdf

4. A subsequent report titled Old Age Income Support 
in the 21st Century: An International Perspective 
on Pension Systems and Reform published in 
2005 suggested an evolved version of the multi-
pillar design. The report states that the bank’s 
policy framework flexibly applies a five-pillar 
model defining the range of design elements to 

determine the pension system modalities and 
reform options that should be considered. Country-
specific conditions require a tailored and tactically 
sequenced implementation of the model that will 
substantially define the range of feasible options. 
The five pillars subsequently suggested are—0 pillar 
Non-contributory pensions, 1—Mandatory first 
pillar based on pay as you go system, 2—Mandatory 
second pillar which is like an individual account 
based on defined contribution. 3—A voluntary 
third pillar similar to the second one which 
‘compensates for rigidities in the design of other 
systems but includes similar risks as second pillars’, 
4—A non-financial pillar which includes access to 
informal support (such as family support), other 
formal social programmes (such as health care 
and/or housing). The Annapoorna Scheme under 
the NSAP that offers nutrition support to elderly 
is an example of non-financial support. However, 
it needs to be noted that Annapoorna is offered to 
all those who are eligible for pensions but do not 
receive it due to implementation issues. 

5. The Employee Pension Scheme, 1995 was 
introduced under the Employee Provident Fund 
Act of 1952. The corpus is composed of 12 per 
cent drawn from employee salary, 8.3 per cent 
through employer contribution and 1.16 per cent 
of the salary is contributed by the state. The state 
contribution of 1.16 per cent is capped at a salary 
limit of 6500/-INR.

6. Pension Fund Regulatory and Development 
Authority Press Release, Atal Pension Yojana (APY) 
workshop for State Apex Cooperative Banks and 
District Central Cooperative Banks. Accessed 
athttp://www.pfrda.org.in/WriteReadData/Links/
Press%20Releaseeca9229c-e573-4d01-992e-
20379da85e0c.pdf in October 2016.

  United Nations Population Division (UN), World 
Population Prospects: The 2010 Revision (New 
York: United Nations, 2011), accessed at http://esa.
un.org/unpd/wpp/index.htm, on Jan. 12, 2012.

7. The full report of the planning commission can 
be accessed at http://planningcommission.nic.in/
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plans/planrel/fiveyr/11th/11_v1/11th_vol1.pdf
8. The report titled Report of the Expert Group to 

advise the Ministry of Rural Development on 
methodology for conducting Below Poverty Line 
Census for 11th Five Year Plan submitted to the 
Ministry of Rural Development in August 2009 can 
be accessed at http://rural.nic.in/sites/downloads/
c i r c u l a r / R e p o r t o f E x p e r t G r o u p C h a i r e d -
Dr.N.C.Saxena.pdf

9. Data accessed at the World Bank data portal http://
data.worldbank.org/indicator/SL.TLF.CACT.FE.ZS 
in October 2016.

10. Highlights of the India Labour and Development 
Report (2014)Accessed at http://www.ihdindia.
org/ILERpdf/Highlights%20of%20the%20Report.
pdf in November 2016. Full reference of the report 
included in the reference list below. 

11. Eighth Report of the Commissioners of the Supreme 
Court. A Special Report on the Most Vulnerable Social 
Groups and their Access to Food Commissioners 
of the Supreme Court In the case: PUCL v. UOI & 
Ors. Writ Petition (Civil) No. 196 of 2001 September 
2008 accessed at http://www.sccommissioners.org/
Reports/Reports/SCC8_0908.pdf

12. Cancelling of pension accounts is generally 
undertaken on a permanent basis; in case of death 
of beneficiary or other such irreversible reasons. 
Stopped pension accounts are those that are 
temporarily withheld till such time that verification 
is carried out. 

13. Details regarding the survey can be found at http://
web.iitd.ac.in/~reetika/projects.html. 

14. [vi] Press release of the PFRDA titled Conference 
on Swavalamban-Expanding Horizons dated 
18. 11. 2014. Accessed at http://pfrda.org.in/
WriteReadData/Links/PFRDA%20Press%20
Release%2018112014%20PIB4869bff5-52e9-432b-
8194-667351ca4cbd.pdf in November 2016.

15. The TVC starring Amitabh Bachan promoting Atal 
Pension Yojna titled Construction can be accessed at 
https://www.youtube.com/watch?v=I0v0CN-B7-k

16. Calculations done by Vivek Mishra. Inflation rate 
is average calculated considering figures reported 
for CPI inflation from 2001 to 2016. IRR calculated 
using the IRR function in MS Excel. 

17. Link to Global Age Watch Index conducted by 
Helpage International: http://www.helpage.org/
global-agewatch/population-ageing-data/global-
rankings-table/

18. The Department of Rural Development had set up 
an expert group under the chairmanship of Sumit 
Bose on 1 January 2016 to study the objective 
criteria for allocation of resources to States and 
identification and prioritization of beneficiaries 
under various programmes using Socio-Economic 
and Caste Census (SECC) 2011. The report was 
submitted in November 2016. 

19. Automatic Exclusion is the first stage in a multi-
stage poverty identification method. It involves 
identifying the non-poor and excluding individuals 
or households based on pre-set criteria, in contrast 
to the Below Poverty Line identification methods 
wherein automatic exclusion identifies the non-
poor. This method was suggested by the Saxena 
Committee to Ministry of Rural Development 
for conducting BPL census for 11th Five year plan 
in August 2009. This method of identification is 
reported to minimize exclusion-related errors in 
targeted exercises. 

20. The study titled Girls and Women with Disability in 
Rural India was undertaken in 2015 by the Centre for 
Equity Studies. The study was conducted in Latehar, 
Jharkhand, Koraput, Orissa and in Karnatak. About 
225 case studies of girls and women with disabilities 
were collected as a part of this project. A chapter 
based on its findings is included in the last section 
of this report. 

21. Report of The Committee to Review Investment 
Guidelines For National Pension System (NPS) 
Schemes in Private Sector; Pension Fund Regulatory 
And Development Authority, Vasant Kunj, New 
Delhi, 2015 accessed at http://pfrda.org.in/myauth/
admin/showimg.cshtml?ID=682. 
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Annexure 1 
Indicative List of Pensions and Beneficiaries across States and Union Territories 

States Pension amount 
per person 

per month for 
old—between 55 

years/60 years and 
75 years/80 years

Pension amount 
for oldest old—
those above 75 
years/80 years

Benficiaries 
(Rural)

Beneficiaries 
(Urban)

Andaman and 
Nicobar Islands

2000 500 545 1

Andhra Pradesh 1000 1000 898259 124596
Arunachal Pradesh 200 500 7793 0
Assam 400 700 710844 57688
Bihar 600 500 3763333 287551
Chhattisgarh 300 500 510941 97824
Dadra and 
Nagarhaveli

1000 1000 605 131

Daman and Diu 1000 500 1162 259
Delhi* 1200 500 0 429706
Goa 2000 2000 1653 52
Gujarat 400 500 304191 155359
Haryana 1400 1700 159195 35752
Himachal Pradesh 1200 500 85125 2207
Jammu and 
Kashmir

400 700 118143 15715

Jharkhand 400 700 889355 38075
Karnataka 500 750 748404 143904
Kerala 450 500 519079 12737
Lakshwadweep 1000 1000 191 0
Madhya Pradesh 275 500 1371425 244881
Maharashtra 600 600 945110 151351
Manipur 200 500 53068 15123
Meghalaya 250 550 43544 3154
Mizoram 250 550 16425 7749
Nagaland 200 500 46282 1458
Orissa 300 700 1325939 95089
Pondicherry 2000 2500 20093 18084
Punjab 450 500 89369 15686
Rajasthan 500 750 818430 93294
Tamil Nadu 1000 1000 1356879 364086
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States Pension amount 
per person 

per month for 
old—between 55 

years/60 years and 
75 years/80 years

Pension amount 
for oldest old—
those above 75 
years/80 years

Benficiaries 
(Rural)

Beneficiaries 
(Urban)

Telangana 1200 1500 505118 94214
Tripura 500 700 129574 10855
Uttar Pradesh 300 500 3929453 274779
Uttarakhand 800 800 241539 12796
West Bengal 400 500 1431806 291054
TOTAL 21067960 3099216

* Delhi offers additional amounts for people belonging to the following social groups Schedules Caste, Scheduled Tribes and 
Minorities.


