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Abstract

o

Financial Counseling and financial education can broadly be defined as 'making the people aware of
financial products, creating a fair understanding for investment opportunities, its returns on investment
and risk element involved, in order to make right decision at right time. Financial planning and
management are an important aspect of everyone’s life, especially after retirement as the stable and
regular monthly income becomes the past and savings and investments come in handy easily without
stressing ourselves. This paper aims to understand the study that already exists in this area. The study
also aims to understand the various aspects that are to be considered while planning a financially
secured retirement. This paper aims to review the nature of financial counseling and its relevance in
retirement planning of an individual. The paper also reviews the relation between the various factors
related to financial counseling and its contribution towards retirement planning. The study will use the
applicable research tools in order to achieve the results from the study while maintaining the required
guantum of accuracy. The study also aims to provide suggestions and preventive measures to the
individuals which will help them reduce the risk factor post retirement in the near future. This research
paper also aims to suggest measures to the individuals for planning their retirement effectively. The
paper also aims to create scope for further research in the area concerned. It also desires to throw light
on the impact of the adoption of suggested measures for working individuals with a motive to liberalize
the overall population in India.
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1. INTRODUCTION

Financial Counselling is very important today, as financial markets and services have become
increasingly complex with time passing by. The entire decision-making process for investment
as well as for lending has become extremely difficult in absence of the awareness and
information. Considering a rapidly developing country like India, Financial Counselling is
extremely important considering the low levels of literacy and the large section of the
population, which still remains out of the formal financial set-up. Considering the level of
literacy rate in India across all states, a considerably large amount of population even does not
have their bank account. The challenges of household cash management under difficult
circumstances with few resources to fall back on, could be accentuated by the lack of skills or
knowledge to make well informed financial decisions. Financial Counseling can help them
prepare ahead of time for life cycle needs and deal with unexpected emergencies without
assuming unnecessary debt. However, considering the concentration of financial products
majorly in urban cities, the major rural cover in the country still stays deprived of effective
financial counselling. Crucial factors are responsible for the success of financial counselling in
India. Hence, a thorough study is needed to ensure that there is no stone left unturned.
Considering the needs of the uncertain future and visible uncertainty over the horizon, it is true
to say that young working population of India will have to take care of their children needs as
well as their parents’ needs. The Indian household finance landscape is distinctive through the
near total absence of pension wealth as per the years of data available and identified through
studies performed in the past few decades. While considering financial counselling to be
provided to the Indian population, several aspects have to be kept in view in order to ensure its
success. As in many other parts of the world, we also find that cognitive issues such as present
bias are widely prevalent, and can lead to issues such as lack of awareness of financial
counselling. Several factors are responsible to contribute towards effective financial
counselling. However, considering the varied diversity of the Indian population, we have to
consider the relevant ones for the study. The existing paper is a working paper and is a part of
an ongoing research. Hence, the factors relevant for the purpose of the thesis have been
considered.

2. LITERATURE REVIEW

Review of literature for the purpose of this study is done with the objective to study and

appraise the material on the topic of this research. It serves as a framework for research and to

Copyright © 2021, Scholarly Research Journal for Interdisciplinary Studies



Mr. Hemant K Bhise & Dr. Ravikumar Chitnis
(Pg. 15209-15220) | 15211

identify the research gap. It helps to identify the statement of problem. Several researchers

worldwide have tried and made an effort to understand the various factors related to retirement

planning. A few notable among them are as follows:

Soyeon Shim A Bonnie L. Barber E Noel A. Card, (2010) pointed that financial
socialization is a process consisting of four levels that connect anticipatory socialization
during adolescence to young adults ‘current financial learning, to their financial attitudes,
and to their financial behaviour. It is primarily relating to personal finance to enable
individuals take effective action for overall well-being and avoid distress in financial
matters.

Suyam Praba (2010) She pointed out that various risk categories and objectives and
pattern of investment in different age groups, education and occupation groups. She reports
that respondents whose age group is below 35 years save for wealth creation and are
moderate in risk taking attitude and have invested in insurance.

Brigitte Funfgeld M.W, (2009) exposed five underlying dimensions: anxiety, interests in
financial issues, decision styles, need for precautionary savings, and spending tendency.
Tamimi, H (2006) investigated the most and least influencing factors on the UAE investors
behavior by surveying 343 individual investor. The most influencing factors were, in order
of importance: corporate earnings get rich quickly, stock marketability, past performance
of the firm ‘s stock, government holdings, and the creation of the organized financial
markets.

Zhou Peng (2003) conducted a study on Post-Retirement Financial Planning. The finding
was that the optimal allocation strategies vary in different situations and are not trivial or
intuitive, the buy- annuity-reinvest strategy has potential to accumulate more estate than a
pure investment strategy, catastrophic illness coverage is a necessary piece of any optimal
asset allocation strategy, a life annuity is always an important component in optimal
strategies.

Lusardi A. (2009) In United States of America, it was found that individuals who planned
for their retirement had higher wealth after retirement, as compared to the individuals who
did not do financial planning for retirement. The wealth also had impact on the financial
market’s performance. In the study author has evaluated the link between financial literacy

and financial planning. Financial literacy leads to better financial planning for retirement.
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In US it was found that financial literacy was very low. The author has found out that with
financial education, financial planning for retirement improved for the low-income group.

e Fatemeh Kimiyaghalam, et.al (2017) The authors have studied financial retirement
planning in Malaysia. The motivation for the study was a report by Employees Provident
Fund (2015), government agency which manages savings for retirement. The report said
that employees engaged in private sector do not have enough savings for retirement and
therefore it compels individuals to work after retirement. The authors have considered two
behavioural theories relevant for retirement financial planning. These theories are ‘planned
Behavior’ and ‘time perspective theory’. Primary data is collected from 900 respondents
and structural equation is used to analyse the data. The study revealed that individual’s
planned behaviour and future orientation has direct relationship with retirement planning
behaviour

e James E. Corter, (2006) investigated that the consumer's decision to accumulate financial
wealth is made in an environment in which predatory risks are significant.

3. RESEARCH METHODOLOGY

3.1 Statement of the problem

Over the years researchers have studied the various problems related to retirement planning

and how various factors play a crucial role towards achieving this goal. It has been observed

that with effective and timely financial counselling, we can achieve better results for retirement

planning. However, there is acute lacuna when it comes to understanding the role of multiple

factors towards successful retirement planning. A country’s health is determined by the level

of security its population has, especially the old age groups, and hence, this study identifies

this as an issue and attempts to explore this aspect further by considering all the factors

necessary to be studied.

3.2  Objectives of the Study

The main objectives behind conducting this research are:

1. To identify the various factors to be considered for financial counselling for selected sectors

of the population.

2. To study the relevance of each factor towards financial counselling and retirement planning.

3. To study the impact of the selected factors towards retirement planning.
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3.3 Need for the Study

The main purpose of doing this project was to know about the relevance and impact of various
factors towards the success of retirement planning. This helps us to know in detail, about
awareness and availability of financial counselling, and study the impact of its implementation

towards retirement planning.

3.4 Research Design

The research design deployed for the purpose of this study is Qualitative Research Design with

a descriptive research in nature. The study intends to observe the selected factors without trying

to influence any of the variables involved for the time period selected. The design is selected

to establish a real sequence of the general and individual specific events and to derive the results

while maintaining the quantum of accuracy.

3.5 Relevant General Factors

As this study adopts a qualitative design which is descriptive in nature, there are selected factors

shortlisted for the purpose of evolving a successful retirement planning. The general factors to

be considered towards retirement planning are as follows:

a. Annual Income: Annual income of an individual is to be considered while assisting an

individual for retirement planning. As per the human development index, India ranks
131% in the world with an HDI score of 0.645
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Figure 1.1: Human Development Index
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b. Health and Life Expectancy: Health is a major game changer in the old days, as with
old age, there are several health issues that arise as time passes by. The UN development

report displays the following statistics:

etk Life expectancy at birth (years)
- ealt
69.7
Life ex| v at birth (years) 69.7
attributed to noncommunicable diseases, female 524.9
attributed to nencommunicable diseases, male 672.5
Child malnutrition, stunting {moderate or severe) (% under age 5| 347
Current health expenditure (% of GDP) 25
HIV prevalence, adult (% ages 15-49) n.a.
nfants lacking immunization, DT one-year-olds) 6
of ene-year-olds) 5
71.0
68.5
0.764
per 1,000 people at risk) 5.3
fortality rate, female adult (per 1,000 people) 147
Mortality rate, infant (per 1,000 29.9
Mortality rate, male adult (per 1,000 p 204
Mortality rate, und er 1,000 live births) 36.6
Tuberculosis incidence (per 100,000 people) 199.0

Figure 1.2: Health Statistics in India

c. Composition of Resources: The Gross National Income (GNI) is at 6,681, which
happens to be moderate as compared to other developing countries and lower as
compared to most of the other developed nations. The UNJ development statistics reveal

the following numbers:

Gross national income (GNI) per capita (constant

= |ncome/Composition of Resources 2017 PPPS

6,681
Gross national income (GNI) per capita (constant 2017 PPPS) 6,681
Estimated gross national income per capita, f 2,331
Estimated gross national income per capit 10,702
GDP per capita (2017 PP §) 6,754
Gross domestic product (GDP), total (2017 PPP § billions) 02292
Gross fixed capital formation (% of GDP) 215
ncome index 0.635
Labour share of GDP, comprising wages and sacial protection transfers (% 490

Figure 1.3: Composition of Resources
d. Distribution of Income: In comparison with other nations, India’s inequality adjusted
HDI stands at 0.475, with the coefficient of human inequality being peak high at 25.7

and only 18.8% of the total income share of the total income is acquired by around 40%

Copyright © 2021, Scholarly Research Journal for Interdisciplinary Studies



Mr. Hemant K Bhise & Dr. Ravikumar Chitnis
(Pg. 15209-15220) | 15215

of the poorest population, whereas 31.7% of the total income being concentrated in the
hands of the richest 10% population.

Inequality-adjusted HDI {IHDI)

= el 0.475
Inequality-adjusted HDI (IHDI) 0.475
Coefficient of human inequality 25.7
Income inequality, Gini coefficient 378
Income inequality, quintile ratio 5.5
Income share held by poorest 40% 18.8
Income share held by richest 1% 21.3
Income share held by richest 10 % 317
Inequality in education (%) 38.7
Inequality in income (%] 18.8
Inequality in life expectancy (%) 19.7
Inequality-adjusted education index 0.340
Inequality-adjusted income index 0.515
Inequality-adjusted life expectancy index 0613
Overall loss in HDI due to inequality (%] 26.4

Figure 1.4: Income inequality in India
e. Gender Ratio: The gender development index in India stands at 0.820 currently with

the female to male ratio being slightly inclined towards inadequate as follows:

Gender Development index (GDI)
= Gender

- 0.820

Gender Development Index (GDI 0.820
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(deaths per 100,000 Live births) 133
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NoNINTIMELE partn
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Figure 1.5: Gender distribution ratio
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f. Employment: The employment to population ratio is at 46.7%, denoting a high

percentage of the population being unemployed:

Employment o papulaton i ( ages 13 and
= Work employment and verabilty i

4.

Eployment o populaton ot ages 13 and ol I
Chil abour hages 5-11) N
Employmentin agriculure (% ofotal employment| 44
Employmentinsenice oftoal employment| Bl
Labour force particpationrate (" ages 6 and lder) 13
Labourforcepartcpation rate (" ages 1 and older), female 105
Labourforc paricpation et (hages 1 andoldr), mle 161
(e-agepension rcipints Yofstatutory pension age population iy
Praportion o informal emplaymentin nonagriculeuralemployment (% oftal emplayment innanagricuture) 83
Praporionofnformal employmentin nonagriclural employment female (Y of total employment i nonagicuture 160
Unemployment, total{f of labour foce] 5
Unemployment, youth (h ages 15-14) R
Vulnerable emplayment (% o total emplayment) 143
Youthnotinshoal o employment (hages 154 303

Figure 1.6: Employment index in India

g. Education: The expected age of schooling in India stands at a mere 12.2 years, denoting

that majority of the population is not highly educated, as per the report below:
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Expected years of schooling {years)

12.2

= Education

Expected years of schooling (years) 122

Education Index 0.555

Expected years of schooling, femal

126

17

of scheoling, male

ent expenditure on educat of GDP) 38

Gross enrolment ratlo, pre-primary (3t of preschool-age children) 14
Gross enrolment ratlo, primary (% of primary school-age papulation 113

Gross enrolment ratio, secon

-age population) 75
Gross enrolment ratio

3ge population 28

44

Mean years of schooling, female [years 54

Mean of schooling, male (years

n.a.
to the internet n.a.
Fopulation with at least some secondary education (3¢ ages 23 and older) 393
Population with at least some secondary education, female (% ages 25 and older) 77
Population with at least some secondary education, male (% ages 25 and older) 470

atlonal Student

nent (PISA) score In mathematics n.a.

Programme for Int
Programme for International Student Assessment (PIS4) score In reading n.a.

Programme for International Student Assessm

Ent (PISA) score In sclence n.a.

Figure 1.8: Education statistics in India

h. Poverty: Among all the other developing nations, India has a higher concentration of
poverty ratio (27.9%), hinting that this is also a major factor responsible for poor

retirement planning in India.

Fopulation In muttidimensional p

= Poverty headcol

27.9

Population In multidl onal poverty, headcount (%) 279

entribution of deprl

a

In education te the Multidimensional Poverty Index 234

entribution of deprl In health to the Multidimensional P

a

319

entribution of depri

o

tion in standard of Iving to the Murtidimens jerty Indsx 448

Multidimensional poverty Index [MPI 0.123

PopuUlaTIon In murtidimensional poverty, headcount ds) (for the year of the survey) 369,643

Population In muitidimensional poi headcount (tho

5) (projection for 2018) 377,492

POpUIETION 1N mult! f deprivation (3s) 439

Population In severe mutidimensional pol

88

Population living bel

e poverty line, natlonal po 219

Population Living bel uerty line, PPP 51 212

Fopulation vulne|

to multidimenslonal poverty (3 19.3

‘Working poor at PPP$3.20 a day (% of total employment) 424

Figure 1.8: Poverty Index in India
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3.6 Individual Specific Factors

a.

Annual Income: Annual income is the amount of income you earn in one fiscal year.
Your annual income includes everything from your yearly salary to bonuses,
commissions, overtime, and tips earned. Gross annual income is your earnings before
tax, while net annual income is the amount you're left with after deductions. Hence, as
the annual income per individual differs, this happens to be the first crucial aspect to be
considered per individual.

Savings Ratio: As per the RBI Household report, majority of the Indians have periodic
savings as a habit inculcated, hence this ratio seems to be higher as compared to the
other developing nations, as well as most of the developed nations.

Annual Income Appreciation: Considering the rise in inflation, the research shall also
consider the annual income appreciation to comprehend the inflation rise. The average
income appreciation in developed countries is 11% on an average, however, in India,
this ratio is poor in India at a mere 2.7% annually.

Savings for Investment: Out of the total savings done by Indians, a crucial aspect for
retirement planning is to consider the percentage of savings diverted towards
investments. This ratio has been improving with the spread of investment awareness,
investment options and long-term planning initiatives.

Inflation: Inflation has been the epicentre for recession in the developed countries,
hence still stands to be a major hurdle towards financial counselling and retirement
planning.

Years to Retirement: Number of years left to retire assists an individual as well as a
financial counsellor to decide what investment options can be made available to assist

an individual to plan their retirement accordingly.

3.7 Observations and Findings

This working paper aimed at identifying the various factors to be considered while providing

financial counselling in order to achieve successful retirement planning in India. The above

factors selected for the purpose of this study are relevant and crucial to plan for their retirement.

The relevance of the external factors are to be studied, however, the internal factors are also not

to be ignored, as the situation with each individual is different and the needs of the population

also are to be considered.
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4. Conclusion

The paper concludes that it is necessary to observe the general and specific factors responsible
to effective financial counselling which will lead to a better ratio with regards to retirement
planning. Researchers have explored several dimensions, such as Reverse Mortgage and Long-
term deposits. However, the concentration of the Indian population is vested across all 3
sectors, namely, agriculture, industry and service sector. Additionally, people in the service
sector have limited income, hence, limited aspirations with regard to growing that income,
hence, they’re often cautious and conservative about their financial dealings, therefore,
financial counselling services need to cater to these aspects of people and their preference of
financial dealings before making any suggestions of retirement planning. Financial risk is an
important component of financial planning, and while it emerged that people sought themselves
capable of planning their retirement, their knowledge about financial risk was low which put
them at a disadvantage. Adequate financial counselling can address this issue. Additionally,
financial counselling can also help people expand their savings and investment portfolio
beyond the handful schemes known to them as shown in the study.

Reference

Lusardi, A.(2009). Planning for Retirement: The Importance of financial Literacy. Public Policy and
Aging Report. Volume 19 (3), pp 7-13

Beshears, J., Choi, J. J., Laibson, D., & Madrian, B. C. (2011). Behavioral economics perspectives on
public sector pension plans. Journal of pension economics & finance, 10(2), 315- 336

Kumar, Bipul. (2012). Theory of Planned Behaviour Approach to Understand the Purchasing
Behaviour for Environmentally Sustainable Products. Working Paper - 1IM Ahmedabad.

Pant, Gargi. (2013). Retirement Planning of Female Faculty Members -An Expense or Saving for the
Future. Global Journal of Management and Business Studies. Volume 3(5), pp. 541-544

Pant, Gargi. (2013). Retirement Planning of Female Faculty Members -An Expense or Saving for the
Future. Global Journal of Management and Business Studies. Volume 3(5), pp. 541-544

Kimiyaghalam, Fatemeh& Safari, Meysam&Mansori, Shaheen. (2017). The Effects of Behavioral
Factors on Retirement Planning in Malaysia.

Talib, N.F.M., Manaf, H.A. (2017). Attitude Towards Retirement Planning Behaviour among
Employees. International Journal of Business and Management, 1(1), pp 12-17

Zhou Peng (2003). Stochastic modeling of post-retirement financial planning. 3095850.

Berstein, Solange. (2003). Price competition, the Chilean pension industry and personal financial
behavior. Pro Quest, UMI Dissertations Publishing. 3068027

Gounaris, Kathleen M. (2004). The psychology of money in marriage: Implications for an
interdisciplinary model of financial planning. Pro Quest, UMI Dissertations Publishing.
3150286.

Tift, Teri L. (2007). Baby boomer perceptions of financial planning for anticipated health needs in
retirement. Pro Quest, UMI Dissertations Publishing. 3272245

Copyright © 2021, Scholarly Research Journal for Interdisciplinary Studies



Mr. Hemant K Bhise & Dr. Ravikumar Chitnis
(Pg. 15209-15220) | 15220

Cutler, Neal E. (Mar 2003). Home ownership and retirement planning: Financial worries and reverse
mortgages. Pro-Quest, Journal of Financial Service Professionals. 57.2: 21-23

Potts, Tom L; Schoen, John E; Margery Engel Loeb; Hulme, Fred S. (Jul 2001). Effective retirement
for family business owner-managers: Perspectives of financial planners. Pro Quest, part Il
Journal of Financial Planning. 14.7 : 86-96.

Klapper, Leora; Panos, Georgios A. (2011). Financial literacy and retirement planning: the Russian
case. Pro Quest, Journal of Pension Economics & Finance. 10.4: 599-618.

Cutler, Neal E. (2001). Money, health, and aging consumers: Ongoing challenges and new
opportunities for retirement planning. Pro Quest, Journal of Financial Service Professionals.
55.2 : 52-59ncial counseling for retirement is necessary how more than ever.

Lusardi, Annamaria; Mitchell, Olivia S. (2011). Implications for Retirement Wellbeing of

Owen, Ann L; Wu, Stephen (2007). Financial shocks and worry about the future. Pro Quest,

Payne, Elizabeth A; Dubofsky ,David A; and Sussman ,Lyle. (Sep 2010). The 'Personal’ in Financial
Planning. The CPA Journal; pg 58-63

Neidermeyer, Adolph A;Neidermeyer, Presha E. (Apr 2010). The missing curriculum link: Personal
Financial Planning. American Journal of Business Education. 3, 4; pg. 79

Murphy, David S.; Yetmar, Scott. (2010). Personal financial planning attitudes: a preliminary study of
graduate students. Management Research Review. Vol. 33 No. 8, 2010; pp. 811-817

Edwards, Dirk L. (Jun 2013). The proposed statement on standards in personal financial planning:
what does it mean for you? The Tax Adviser. 44, 6; pg. 406

Copyright © 2021, Scholarly Research Journal for Interdisciplinary Studies



