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ABSTRACT

Demographic dividend and the lowest median age among the earning population
propelsconsumptionandgrowthinIndia.Amongtheemergingeconomies,Chinahad
theleverageforgrowththroughexportsuntil2008.Indiabenefitedbydemographic
dividendandthistranslatestoprovidingincomeandtherebyincreasessavings.Onthe
otherhand,thedevelopedcountriesareexperiencingproblemsofanagingeconomy,
a deflationary scenario, and a pension burden. India, with its major workforce in
theunorganizedandprivatesector,needstorecognizetheneedforforward-looking
policies that stimulate savings forabetter lifestylepost-retirement.Thestudywas
focussedontherelationshipbetweenlongevity(lifeexpectancy),anddomesticsavings.
TheresearchobserveddivergencebetweenthedevelopednationsandIndia.Amore
futuristicpolicyactionissuggestedtomotivatesavingsastheincreaseinpopulation
andhigherlevelsofeconomicgrowthcanbeachievedwithmoredomesticsavings.
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INTRoDUCTIoN

Developed economies around the world have once undergone the highest growth
trajectory,whichhelpsthemexpandandreachtheleaderofgrowthamongtheother
countries.Someeconomieshavewell-designedstrategiesandimplementedforward
policiestoaddresstheretiredcitizenswhiletheothershadrestrictedpopulationgrowth
andarewitnessingagedpopulationanddeflation.Thegovernmentsacrosstheglobe
shiftedtoadefinedcontributionsystemacknowledgingthatthecurrentsystemcannot
sufficethegrowingagedpopulationintermsofpensions.Thedevelopedcountries
havewitnessedproblemswithunderfundedpensionsystems.TheCitibankreported



International Journal of Corporate Finance and Accounting
Volume 6 • Issue 2 • July-December 2019

19

that“Thetotalvalueofunfundedorunderfundedgovernmentpensionliabilitiesfor20
countriesbelongingtotheOrganizationforEconomicCo-operationandDevelopment
(OECD)—agroupoflargelywealthycountriesis$78trillion.”Thestudyincluded
therichestnationsasclassifiedbytheOECD,U.S.,Canada,Australiatonameafew.

Manycountriesincreasedtheretirementageasanimmediateresponsetoreduce
pensionoutlay.Prior literaturesuggestssomepolicyactionto increasesavings,by
providing benefits, increasing financial literacy could have aided the citizens in
buildingalargecorpus.Eventually,citizenswouldbeforcedtoworkpost-retirement
tomanagetheexpenses.Theagingdemographyprecedesthemedicalcostassociated
withit.Thetechnologicaladvancementhasmadeeverydiseasecurablebutatacost.
Toenablethecitizenstomanagetheincreaseincostpost-retirement,andtobuilda
largercorpus,privatesavingsarebeinginitiatedwithincentivestosavingstoensure
thattheretirementkittyislargeenoughtoaddresstheissue.

Inthiscontext,theresearchwasfocusedtostudythelifeexpectancy,Percapita
income, savings, GDP and population of developed and developing countries.
Themodelof thevariables isbuilt tounderstand thedevelopedcountries andany
implications thatcanbedrawn toaid thepolicymakersof thedevelopingcountry
inparticularIndia.ThepolicyactionsatalldevelopingcountriesandIndiashould
betoincentivizelongtermsavings,promotefinancial literacyandtoattainhigher
standardsoffinancialinclusion.Thesecondsectioncoversthereviewofliteratureand
researchgapforthestudy.Thethirdsectiondescribestheobjectives,hypothesistobe
testedandmodelforthestudy,sectionfourdiscussesthedataanalysisandinferences
of the topiccoveredand, finally, the fifth sectionwouldconclude the resultswith
implicationsfollowedbythescope&implications.

LITeRATURe ReVIew

Longevityandtheriseinthelifeexpectancyacrossnationsoftheworldhavebeen
daunting the policymakers, pension funds, and the insurance companies. Many
developedcountrieshavehadissuesintherecentpastoffailurestowardshigherpay-
outstothepensioners.Theactualsurvivalageinmanydevelopedcountriesishigher
thaninmostdevelopingcountries.Thevariousstudiesindicatethatthesavingshave
alsobeenincreasingtomeettheconsumptionpost-retirement.Longevityraisesthe
rateofsavingsandphysicalcapitalaccumulation.Somecountrieshadinitiallyahigher
taxrateduetopubliceducation(Zhang,Zhang,&Lee,2003).

Therisinginflationalsoisahindrancefortheinvestmentcompaniestodeliver
returnsbeatinginflation.Thevariousstudiesinthiscontexthavebeenonaggregate
savingslevelandlongevity,theresearchfindingsobservedthatincertainconditions,
thehypothesisof theeconomic theory supports that increase in longevity leads to
ahigheraggregatesavinginsteadystate(Sheshinski,2009)&(Bloom,2002).The
holdingperiodoftheassetsalsowaslongerwhenclassifiedforpermanentincome
distributionandthefindingsobservedhighpermanentincomepeoplekeptlargeassets
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