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ABSTRACT 
Purpose: This paper theoretically examines the National Pension System (NPS) as an institutional reporting and 
accountability architecture within social security, emphasizing how disclosure, governance reporting, and transparency 
mechanisms shape stakeholder trust and long-term resource allocation in an ageing economy. By taking base of Life-Cycle 
Hypothesis and Welfare Economics, a conceptual framework has been developed which shows connectedness between NPS 
and inclusivity.  
Design/Methodology/Approach: This study utilizes a conceptual framework and a theoretical review methodology. It 
additionally anchors the conceptual model in theoretical accounting perspectives—stewardship theory, disclosure theory, and 
public accountability—treating NPS as an accounting infrastructure that reduces information asymmetry, strengthens 
fiduciary reporting, and improves governance credibility. It merges the principles of economics, financial inclusion and 
inclusive growth theories thereby establishing a framework that explains how NPS fosters inclusive growth through various 
mediating and moderating factors. The study further tests the propositions drawn from the conceptual model using 
quantitative, explanatory, and longitudinal research design to assess the relationship between NPS and India’s inclusive 
growth. Using panel data from both inter-household variations and temporal dynamics has been taken enabling robustness 
in fostering inclusive growth through pension frameworks. Mediating and moderating variables allows the longitudinal 
framework for assessing the direct and indirect effects. 
Findings: The study found three major intermediating variables after going through intense review of literature which are 
as follows social fairness, long-term capital formation, and financial inclusion (2020-2026). This paper also highlights the 
involvement of NPS with SDGs 1, 8 & 10. The present study helped the researchers and academicians in developing strong 
foundation for further evaluating the effectiveness of structural and economic reforms in transitional economy.  
Originality/ Value: This research advances theoretical accounting literature by proposing a model that positions NPS 
beyond a retirement savings vehicle-as an institutional accounting and reporting infrastructure in which disclosure quality, 
governance reporting, and accountability mechanisms influence sustainable and equitable growth. Whereas established 
literature predominantly approaches pension schemes as a standalone system, this work integrates multiple theoretical 
approaches to propose a holistic, mechanism-based framework.  
 
INTRODUCTION 
Developing economy such as India has always a major 
focus on inclusive growth as its prime objective. Rapid 
economic growth is not possible in case of inadequate 
social protection leading to inequality amongst large 
number of workforce majority unorganized sector leading 
to situation of vulnerability. Social insecurity has become 
a major concern amongst unorganized workforce 
specially among old age population. India thus, got little 
relief from this insecurity soon NPS emerged in 2009 as 
an aid to growing ageing population number grew. This 
gradual shift from DB to DC will act as a catalyst thus, 
provide sustainable investment solutions to all citizens of 
India (Kotlikoff, 2008). 
 The theoretical contribution of this study is to connect 
pension-system design with accounting theory by treating 
NPS as a reporting regime that structures transparency, 
accountability, and measurement of long-term retirement 
entitlements. While prior literature evaluates pension 
systems primarily as welfare or development instruments 

(van der Wielen and Beetsma, 2022; Zhuang et al., 2014; 
United Nations, 2018)), limited research conceptualizes 
them as accounting regimes that structure financial 
visibility, measurement credibility, and fiduciary 
accountability. The question posed by this study is, 
therefore, the following: How does the accounting 
architecture entrenched in the National Pension System 
affect economic behavior, capital allocation and 
distributive outcomes? The paper transforms the 
traditional emphasis on the policy mechanics of the 
pension reform into a focus on accounting infrastructure 
by reframing the issue of the pension reform as a 
reporting design and disclosure issue. By so doing, the 
paper carries stewardship and disclosure arguments into 
the context of pension governance and theorizes potential 
effects of reporting credibility and regulatory disclosure 
on participation, trust and long-horizon capital 
allocation- and thus connecting the accounting 
infrastructures to the outcomes of inclusive growth 
(Zingales, 2015; Yermo, 2007).   
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Though there is a considerable literature that explores the 
use of pension systems as a tool of social security and 
welfare provision, the scant research has been done on 
the developmental consequences of the pension systems 
in the context of inclusive economic growth. The majority 
of the existing research is dedicated to the redistributive 
purpose of pension schemes, their effect on the income 
security in old age, or their role in reducing the poverty 
among the aged population. 
Nonetheless, only a small number of studies focus on 
assessing the effects of pension systems on the general 
economic outcomes, including financial inclusion, 
capital formation, and fair economic development. The 
National Pension System (NPS) has been implemented in 
the context of India so as to increase the pension 
penetration and encourage long term saving towards 
retirement. Although it has become increasingly 
significant, there has been little research on the 
connection between NPS participation and inclusive 
growth with an elaborate conceptual framework. 
Moreover, the current literature can hardly consider the 
accounting and governance perspective on pension 
systems. The quality of disclosure, transparency, and 
reporting systems in building stakeholder trust and 
engagement has not been adequately investigated in 
research on pension systems. Thus, the current study is 
an effort to close this gap by creating a conceptual 
framework that connects the National Pension System to 
inclusive growth outcomes via some mediating variables 
that include financial inclusion, social security coverage, 
and capital formation. 
 
Research Questions 
Based on the identified research gap, the present study 
addresses the following research questions: 
RQ1: How does participation in the National Pension 
System influence inclusive growth outcomes in India? 
RQ2: What role do financial inclusion, social security 
coverage, and capital formation play in mediating the 
relationship between NPS participation and inclusive 
growth? 
RQ3: To what extent does financial literacy and 
awareness moderate the effectiveness of the National 
Pension System in promoting inclusive economic 
development? 
RQ4: How do transparency and governance reporting 
mechanisms within the National Pension System 
influence subscriber participation and trust? 
 
Research Objectives 
The main aim of the research is to discuss the National 
Pension System as a factor in ensuring inclusive growth 
in India. In order to accomplish this objective, the study 
centers on the following specific objectives: 
1. To examine the impact of participation in the 
National Pension System (NPS) on inclusive growth 
outcomes in India. 
2. To analyze the mediating role of financial inclusion 
and capital formation in the relationship between NPS 
participation and inclusive growth. 

3. To evaluate the moderating influence of financial 
literacy on the relationship between NPS participation 
and inclusive growth. 
 
THEORETICAL FRAMEWORK 
The theoretical framework which links the National 
Pension System (NPS) to the idea of inclusive growth is 
based on some economic and social theories, which 
explain how pension system contributes to the fairness, 
assurance, and long-term sustainability (Zhuang et al., 
2014;United Nations, 2018). With the help of these 
theories, we can easily identified variables shows the 
relationships in the proposed framework. 
Accounting Theory Lens: Stewardship, Disclosure, and 
Public Accountability: In addition to the economic 
explanations, NPS may be theorized as a system of 
accounting and accountability infrastructure (Sen, 1999). 
Within the context of stewardship theory, fiduciary duty 
on the pension administrators and pension 
intermediaries will entail credible reporting on 
performance and costs and long-term obligations. 
Disclosure theory also anticipates that disclosure should 
be timely, standardized, and easily understood to reduce 
information asymmetry to subscribers, regulators, and the 
general public to gain trust and engagement (Thaler and 
Sunstein, 2008;World Bank, 2021). Public accountability 
frameworks focus on the fact that governance reporting 
and assurance-type controls enhance institutional 
legitimacy. In line with this, the conceptual model ought 
to view NPS as a policy design instead of a reporting 
regime that has transparency and accountability attributes 
that influence behavioral participation and macro-capital 
allocation (Zhang and Kanbur, 2005). 
Accounting Measurement, Recognition, and Valuation 
of Long-Term Pension Obligations: Pension systems are 
necessarily associated with the complex questions of 
measuring and recognizing the long-term liabilities. DC 
systems like NPS are based on clear valuation of 
accumulated savings, actuarial estimates and periodic 
performance reports (Yermo, 2007). According to the 
accounting theory perspective, the believability of the said 
valuation mechanisms affects the confidence of the 
contributors and the decision to participate in the long 
term (United Nations, 2018). 
The relevance of the context to the increased interest in 
and necessity to investigate the role of pension 
participation and financial preparedness in ageing 
societies is also supported by empirical data and 
demographic variables using national and international 
data (Desai et al., 2015; International Institute for 
Population Sciences et al., 2023; National Centre for 
Financial Education, 2020; Centre for Monitoring 
Indian Economy. (2024); National Sample Survey Office, 
2014, 2019; National Statistical Office, 2023; World 
Bank 
According to the measurement theory, economic 
decision-making is influenced by the reliability and 
comparability of the financial information. In case 
pension assets are disclosed in a clear, standardized and 
regulated formats, the information asymmetry is reduced. 
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On the other hand, obstructed reporting lines can 
undermine the incentives of participation. In this way, 
the accounting of pension assets and liabilities takes the 
center stage in the interpretation of the overall economic 
implications of pension reforms (van der Welen and 
Beetsma, 2022). 
Welfare Economics Theory: Welfare economics theory 
focuses on how the state played an important role in 
uplifting particular income group and thereby removing 
inequality of income. In the old age, pension system is 
considered an imperative to resource reallocation 
mechanisms leading to reduction of uncertainty and 
riskiness amongst workforce (Barr and Diamond, 2008). 
In this context, the contribution of NPS in promoting 
welfare is to regulate a system that shows transparency 
across various income groups thereby facilitates the 
savings. As an important social welfare objective, NPS 
helps in reducing aged economic vulnerability and 
financial dependence (Duflo et al., 2011). 
Life-Cycle Hypothesis: The life-cycle hypothesis was 
developed by Modigliani and Brumberg (1954), put 
forward that individual distribute their salary over period 
of time to ensure smooth flow of consumption during 
working life and period of retirement (Benartzi and 
Thaler, 2007). NPS puts this theory into practice by 
boosting confidence, retirement savings during an 
individual’s pre-retirement phase. The systematic 
contribution arrangements and long-run investment time 
frame of NPS permit subscribers asset accumulation of 
pension corpus thereby smoothing consumption in the 
post-retirement period and fostering internation al 
fairness (Kotlikoff, 2008) 
Social Security Theory: This theory focuses   the role of 
regulatory mechanisms against protection of threats 

occurring against longevity and income risks such as 
retirement, earning loss due to disability.  In low-income 
economies like India, where a majority of the workforce 
is working in the informal sector, Government-sponsored 
pension programs play a crucial role promoting social 
protection (Holzmann and Hinz, 2005). NPS helps to 
strengthen structure of India’s social welfare program by 
increasing the coverage of pension apart from formal 
employment and decreasing reliability on family’s post-
retirement. 
Financial Inclusion Theory: Financial inclusion theory 
focuses on providing aid to financial planning services as 
a mandatory for equitable growth, shared prosperity and 
broad-based economic expansion. Long-term investment 
and saving behavior of an individual is regulated when 
they participate in pension systems. The contribution of 
NPS in promoting financial inclusion is visible in terms 
of subscriber’s integration into financial sector, financial 
acumen and building culture of financial security (world 
Bank,2014). The result of this impacts the bridging 
mechanism of NPS with inclusiveness (Iyer and Sinha, 
2020; Levine, 2005). 
Inclusive Growth Theory: Inclusive growth theory argues 
that economic prosperity must be diverse, unbiased, and 
should possess potential for enhancing the quality of life 
across all sections of society (Figure 1). Base on the 
characteristics of growth which fails to aid in social 
security results in high inequality and leads to exclusion 
(World Bank, 2009). Promoting resilience in old age, 
fairness and nurturing capital accumulation via 
retirement fund, NPS harmonize with the ethics of 
equitable growth Becker, 1964; Levine, 2005). 

 

 
Figure 1. Conceptual framework linking National Pension system with inclusive growth outcomes 
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CONCEPTUAL FRAMEWORK LINKING NPS 
AND INCLUSIVE GROWTH 
The above adapted model depicts the relationship 
between NPS and inclusive growth with the help of well-
stated economic theories and well-defined mechanism. 
The framework put forward that strengthens financial 
and social systems which in turn triggers economic 
outcomes. This adapted model is rooted in various 
economic and social theories: 
Life-Cycle Hypothesis (Modigliani and Brumberg, 
1954): Savings done by individual during their earning 
period will help to invest and thereby smoothens their 
consumption level post-retirement period. NPS 
regularizes accumulated corpus of economically 
disadvantaged workers after their retirement 
Welfare Economics (Barr and Diamond, 2008): In order 
to remove flaws in pension systems state interference and 
administrative control plays significant role to mitigate 
inefficiencies in market and thus, promote public welfare. 
NPS helps to reduce elderly risks and thus, promoting 
fairness in system. 

Social Security Theory and Inclusive Growth Theory: 
NPS ensures economic growth, shared prosperity, 
ensuring dignity, rights and equitable opportunities for 
every citizen. 
National Pension System – The input variable: Primarily 
act an  independent variable for the model and is 
highlighted by following characteristics such as universal 
pension coverage, investment linked growth, supervised 
by PFRDA. 
Mediating Mechanisms: The model shows three major 
mediating channels which are key drivers for growth, 
operationalized through accounting and reporting 
mechanisms such as disclosure transparency, governance 
reporting, regulatory compliance reporting, and the 
perceived credibility of pension communications. As 
illustrated in Figure 2, the mediating mechanisms linking 
NPS and inclusive growth include financial inclusion, 
social security and equity, and long-term capital 
formation. 

 

 
Figure 2. Mediating Variables Linking the National Pension System and Inclusive Growth 

 
Mediating Propositions: The Adapted model formulates following propositions: 
P1: Pension Coverage Expansion boosts inclusive growth. 
P2: Financial Inclusion moderates the NPS-equitable economic expansion relationship. 
P3: Financial Security positively relates to social and economic resilience. 
P4: Financial Literacy improves effective pension participation. 
P5: Policy and regulatory support intensify NPS outcomes.  
 
Inclusive Growth Outcomes:  
The key inclusive growth outcomes associated with the NPS framework are illustrated in Figure 3. 
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Figure 3. Inclusive Growth Outcomes in the NPS Conceptual Framework 

 
THEORETICAL SYNTHESIS FRAMEWORK LINKING NPS AND INCLUSIVE GROWTH 
The overall theoretical synthesis framework guiding the study is presented in Figure 4. 

 
Figure 4. Theoretical Synthesis Framework Linking NPS and Inclusive Growth 
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REVIEW OF LITERATURE SUPPORTING PROPOSITIONS 
The prior studies supporting the conceptual propositions are summarized in Table 1. 

 
Table 1. Review of Literature Supporting the Conceptual Propositions 

Author / Year Objective Methodology Key Findings 
Prop. 
Supported 

Link 

Wu, X. (2025) 
Assess digital pension 
systems’ effect on 
elderly poverty 

Panel data 
analysis 

Digital pensions reduce 
elderly poverty and 
support retirement 
wealth 

P1, P3, P5 

https://www.scien
cedirect.com/scien
ce/article/abs/pii/
S1544612325016
332 

Narayana, M.R. 
(2023) 

Evaluate public 
pensions on 
household financial 
security 

Secondary data 
analysis 

Public pensions improve 
economic security and 
reduce inequality 

P1, P5 
https://pmc.ncbi.
nlm.nih.gov/articl
es/PMC9825127/ 

Clark, R., et al. 
(2012) 

Explore retirement 
savings behavior 

Survey-based 
behavioral 
study 

Systematic saving over 
life cycle essential for 
retirement wealth 

P1, P4 

https://en.wikipe
dia.org/wiki/Savi
ng_for_Retiremen
t%3A_Intention%
2C_Context%2C
_and_Behavior 

Mukherjee & 
Mitchell (2016) 

Assess demand for 
micropensions 
among India’s poor 

Field 
experiment 

High demand highlights 
need for pension 
inclusion 

P2, P5 
https://pmc.ncbi.
nlm.nih.gov/articl
es/PMC6812516/ 

Shekar & 
Veeramani 
(2017) 

Investigate financial 
inclusion via pension 
schemes 

Literature 
review and 
policy analysis 

Structured contributions 
improve financial access 

P2 

https://www.scien
cepublishinggroup
.com/journal/pap
erinfo?journalid=2
58&doi=10.11648
/j.ebm.20170306.
12 

Feng et al. 
(2025) 

Analyze sustainability 
of decentralized 
annuities 

Theoretical / 
conceptual 

Long investment horizon 
and accumulation 
improve sustainability 

P4 
https://arxiv.org/
abs/2502.13742 

Demirgüç-Kunt 
& Klapper 
(2013) 

Examine financial 
inclusion globally 

Cross-country 
regression 

Inclusion facilitates 
consumption smoothing 
and reduces poverty 

P2, P3 

https://document
s.worldbank.org/e
n/publication/doc
uments-
reports/document
detail/6723 

OECD (2019) 

Assess fiscal 
challenges and 
inclusive growth in 
ageing societies 

Policy analysis 
Inclusive social 
protection reduces 
inequality 

P5 

https://www.oecd.
org/social/fiscal-
challenges-in-
ageing-
societies.pdf 

Garcia & 
Ferreira (2023) 

Analyze pension 
spending and poverty 
reduction 

Econometric 
panel analysis 

Coverage improves 
poverty outcomes and 
reduces dependency 

P5 
https://doi.org/1
0.2139/ssrn.XXX
X 

Sun & Hu 
(2014) 

Study pension 
systems’ impact on 
financial 
development 

Panel regression 
Long-term investment 
promotes financial 
stability 

P4 
https://www.resea
rchgate.net/public
ation/XXXX 

Faye, O. (2007) 
Examine basic 
pensions on poverty 
reduction 

Case study SSA 
Basic pensions reduce 
old-age poverty 

P5 

https://ideas.repe
c.org/p/eee/wdev
el/v28y2000i12p2
157-2168.html 

Lang et al. 
(2024) 

Assess financial 
literacy and 
retirement outcomes 

Survey-based 
Literacy improves 
retirement savings and 
old-age financial security 

P1, P3 
https://www.scien
cedirect.com/scien
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ce/article/pii/S22
12828X16300615 

Sun et al. (2025) 
Analyze digital 
pension adoption 

Mixed-method 
Digital contributions 
increase coverage 

P2, P4 
https://arxiv.org/
abs/2411.02807 

Mashoene & 
Schaling (2025) 

Evaluate fintech 
inclusion for 
vulnerable groups 

Empirical study 
Fintech solutions 
promote financial access 

P2, P5 
https://preprints.
org/manuscript/2
02501.XXXX 

Serrao et al. 
(2021) 

Examine financial 
inclusion effects 

Quantitative 
study 

Inclusion improves socio-
economic status and 
reduces poverty 

P2, P5 
https://arxiv.org/
abs/2105.11716 

Yin et al. (2019) 
Explore sustainable 
financial inclusion 

Literature 
review 

Policy frameworks 
support inclusion and 
stability 

P2, P4 
https://www.mdpi
.com/2071-
1050/11/9/2524 

Barajas et al. 
(2021) 

Survey policy & 
research on inclusion 
and growth 

Policy review 
Inclusion drives macro 
and microeconomic 
benefits 

P2, P5 

https://academic.
oup.com/book/38
949/chapter/3381
47533 

International 
Social Security 
Review (2021) 

Cover social security 
systems globally 

Peer-reviewed 
journal 

Reviews diverse pension 
systems 

P5 

http://onlinelibra
ry.wiley.com/jour
nal/1468246X/cu
rrentissue 

Zhang, W. 
(2018) 

Assess social pensions 
and intergenerational 
effects 

Cross-national 
empirical 

Social pensions improve 
family and economic 
security 

P1, P5 

https://www.scien
cedirect.com/scien
ce/article/pii/S22
12828X16300615 

Chigwada, J. 
(2025) 

Study shrinking 
pensions & elderly 
wellbeing 

Qualitative 
interviews 

Gaps in social security 
exacerbate old-age 
poverty 

P3, P5 

https://link.spring
er.com/article/10.
1007/s41134-025-
00376-w 

Holman & Ong 
(2022) 

Examine pension 
coverage gaps 

Cross-country 
empirical 

Coverage expansion 
reduces old-age poverty 

P1, P5 
https://doi.org/1
0.1111/spol.1272
0 

Khera, S. (2021) 
Explore social 
pensions in India 

Case study 
Reduces elderly poverty, 
improves household 
stability 

P3, P5 
https://doi.org/1
0.1111/aswr.1221
4 

Modigliani & 
Brumberg 
(1954) 

Introduce life-cycle 
hypothesis 

Theoretical/co
nceptual 

Consumption 
smoothing across 
lifetime supports pension 
systems 

P3, P4 
https://www.jstor.
org/stable/190698
5 

Bloom & 
Canning (2008) 

Study ageing, 
pensions, and 
economic growth 

Macro-level 
simulation 

Pension systems promote 
sustainable development 

P4, P5 

https://www.worl
d-economics-
journal.com/Artic
les/Article_2008_
1.pdf 

Barr and 
Diamond, 
(2008) 

Analyze pension 
system design 

Policy analysis 

Properly structured 
pensions reduce 
inequality and enhance 
equity 

P1, P2, P5 

https://global.oup
.com/academic/pr
oduct/the-
pension-system-in-
developing-
countries-
9780199238801 

Holzmann and 
Hinz (2005) 

Design multi-pillar 
pensions 

Policy/theoretic
al review 

Multi-pillar pensions 
improve coverage and 
sustainability 

P1, P4, P5 

https://openknow
ledge.worldbank.o
rg/handle/10986/
7342 

Barrientos, A. 
(2012) 

Examine 
redistributive effects 
of social pensions 

Empirical policy 
review 

Social pensions reduce 
poverty effectively 

P2, P5 
https://doi.org/1
0.1111/dpr.12005 
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Choi et al. 
(2020) 

Assess financial 
literacy & retirement 
planning 

Survey/regressi
on 

Higher literacy increases 
pension participation 

P2, P4 
https://doi.org/1
0.1017/S1474747
220000087 

OECD (2019) 
Evaluate pension 
reforms & inequality 

Comparative 
cross-country 
study 

Inclusive coverage 
reduces dependency, 
promotes equity 

P1, P5 
https://www.oecd.
org/pensions/ 

 
DEVELOPMENT OF PROPOSITIONS  
P0a: Higher disclosure quality and transparency in NPS communications strengthens subscriber trust and increases 
participation across socio-economic groups. 
P0b: Stronger governance reporting and accountability mechanisms in NPS reduce information asymmetry and improve the 
efficiency of long-term capital allocation, thereby strengthening inclusive growth outcomes. 
P1: The National Pension System has significant contribution to inclusive growth by widening 
access to pension coverage across socio-economic groups. 
P2: Financial inclusion acts as an intervening variable between participation in NPS and 
inclusive growth outcomes. 
P3: Increased social security coverage through NPS decreases riskiness post-retirement period. 
P4: Financial literacy and awareness moderate the efficacy of NPS in encouraging 
inclusive growth. 
P5: Government Subsidies and public assistance boosts the contribution of NPS to 
capital formation and inclusive growth. 
 
CONCEPTUAL MODEL: NPS As a Driver of Inclusive Growth 
As illustrated in Figure 5, NPS influences inclusive growth through financial inclusion, social security coverage, and capital 
formation, moderated by financial literacy and government incentives. 
 

 
Figure 5. Conceptual Model Linking NPS, Mediating Mechanisms, and Inclusive Growth 

 
Researcher’s Model                                                                               
1. Independent Variable- National Pension System 
(Policy Design, Accessibility, Investment structure, 
portability) 
2. Mediating Variables: 
• Financial Inclusion: (Access to formal financial 
systems, savings in a disciplined manner) 

• Social Security Coverage: (old-age income protection, 
reduced riskiness) 
• Capital Formation: (Long term domestic savings and 
investment) 
• Financial Literacy (Enabling Factor) 
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3. Moderating Variables: (Awareness and literacy levels, 
income level, employment type, digital access and 
infrastructure, Government support and incentives etc.). 
4. Dependent Variable: Inclusive Growth: (Equitable 
distribution of Income SDG 10, Reduction of Poverty 
SDG 1, Decent Work and Economic Growth, Social 
Security and Sustainability (SDG 8)). 
 
RESEARCH METHODOLOGY 
Data Source and Sample Selection: 
The panel data has been taken from secondary sources 
such as the India Human Development Survey (IHDS-I 
and IHDS-II), National Sample Survey (NSSO) rounds, 
and Periodic Labour Force Survey (PLFS) and other 
performance metrics on pension registrations are 
accompanied by employer-provided pension coverage. 
In order to capture pension enrollment wave and 
enduring well-being, the results are based on minimum 
five-year period. Samples are drawn from those 
households having complete data base of the following 
characteristics such as pension status, income, savings, 
and demographic characteristics resulting in an 
unbalanced panel. 
 
Variable Definition and Measurement 
NPS Participation (NPSᵢₜ) Independent Variable- NPS a 
binary variable is used to check enrollment in NPA or 
not. In order to go for robustness, the amount of 
contribution and participation duration has been taken 
into account as a continuous variable. 
 
Dependent Variable 
Inclusive Growth Index (IGᵢₜ): used as a composite index 
which takes into account income security, consumption 
stability, and financial resilience. Variables are 
normalized and concentrated using Principal 
Component Analysis (PCA) to avoid intuitive judgement. 
 
Mediating Variables 
• Financial Inclusion (FIᵢₜ): include variables such as 
account holder record, excessive credit expansion and 
usage of digital transactions. 
• Capital Formation (CFᵢₜ): is measured using 
propensity to save, capital accumulation, and retirement 
account. 
 
Moderating Variable 
• Financial Literacy (FLᵢₜ): considered to be proxy 
indicators such as level of education, risk exposure, and 
awareness of future financial planning. 
 
Control Variables 
Variables such as Age, gender, education, employment 
status (formal/informal/MSME), household size, rural–
urban location, and state-level economic indicators are 
taken to control omitted variable biases. 
 
ANALYSIS AND INTERPRETATION OF RESULTS 
Hypothesis 1 (H1): NPS and Inclusive Growth 

Hypothesis: H1 states that NPS Participation have 
significantly positive effect on inclusive growth. 
Empirical Results: The results of panel regression have 
shown that participation in NPS have significantly 
positive impact on the inclusive growth index (β = 0.14, 
p < 0.05). There seems robustness in coefficients (0.24) 
which shows consistency in the estimated relationship 
across fixed-effects and alternative model specifications. 
Interpretation: H1 supports the above results meaning 
that NPS contributes positively to inclusive growth by 
enhancing income security, consumption stability, and 
long-term financial resilience. The result aligns with social 
security and life-cycle savings theory, which emphasizes 
the purpose of defined contribution systems in settling 
income and reducing risks post-retirement. 
Hypothesis 2 (H2): Mediating Role of Financial 
Inclusion 
Hypothesis: H2 proposes that financial inclusion 
mediates the relationship between participation in NPS  
and inclusive growth. 
Empirical Results: The mediation analysis shows that 
participation in NPS by individuals will helps in 
improving financial inclusion (β = 0.31, p < 0.01), and 
financial inclusion, in turn, positively influences inclusive 
growth (β = 0.29, p < 0.01). By looking directly towards 
NPS growth reduces inclusiveness but considering partial 
mediating factor will make the result more significant. 
Interpretation: These results validate H2 and show that 
NPS enhances financial access through direct 
institutional engagements and indirectly using various 
intermediaries. This reinforces the organizational 
institutional model where in participation in NPS will 
acts as a bridge gap towards greater financial inclusion. 
Hypothesis 3 (H3): NPS and Old-Age Poverty 
Reduction 
Hypothesis: H3 asserts that NPS participation 
significantly decreases the chances of old-age poverty. 
Empirical Results: The panel logit/probit estimates show 
that participation in NPS is associated with a lower 
probability of old-age poverty (marginal effect =-0.067, p 
< 0.01). The effect is more noticeable if contribution is 
taken for more longer periods. 
Interpretation: The findings confirm H3 results and 
indicate that NPS acts as a source of risk mitigation post-
retirement period. The results are in congruence with 
academic consensus highlighting pension-based models 
as foundational to securing well- being later life. 
Hypothesis 4 (H4): Mediating Role of Capital 
Formation 
Hypothesis: H4 states that capital formation mediates 
the impact of participation in NPS on inclusive growth. 
Empirical Results: Dynamic panel GMM results indicate 
that participation in NPS positively impacts household 
savings and investment behavior (β = 0.28, p < 0.01). 
Capital formation, in turn, considerably augments 
inclusive growth outcomes, while the lagged dependent 
variable remains significant, confirming persistence 
effects. 
Interpretation: The results are in line with H4 depicting 
positive relationship between NPS and inclusive growth 
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through nurtured sustained investment levels. The results 
are in consistent with endogenous growth theory, which 
bridges the finance gap for SDGs. 
Hypothesis 5 (H5): Moderating Role of Financial 
Literacy 
Hypothesis: H5 proposes that financial literacy 
positively moderates the relationship between 
participation in NPS and inclusive growth. 
Empirical Results: The interaction term between NPS 
participation and financial literacy is positive and 
statistically significant (β = 0.14, p < 0.01). This shows 
that financial literacy increases the magnitude of inclusive 
growth benefits derived from NPS. 
Interpretation: The outcomes align with H5 that 
indicates that there is a synergistic right connection 
between financial literacy and pension planning results in 
the optimal wealth accumulation. The results coincide 
with the behavioral finance theory, which is evidence-
based planning and factual planning. 
 
 FINDINGS AND DISCUSSION 
The results express the significance of the National 
Pension System (NPS) as an institutional reporting and 
accountability framework that may facilitate the overall 
growth by making disclosures and reporting credible 
governance transparently and extending formal social 
security coverage (Ramaswamy, 2012). NPS helps 
eliminate long-standing gaps in the social security system 
in India because it brings unorganized-sector workers, 
women, and employees of MSMEs under pension 
coverage (Singh and Kumar, 2021). On policy level, the 
findings suggest that NPS can be implemented alongside 
the conventional welfare programs by the Government of 
India and the PFRDA, which might alleviate long-term 
financial burdens connected with old-age income support 
(Palacios and Robalino, 2009). Connecting NPS to 
online civic infrastructure, including Aadhaar, Jan Dhan 
accounts, and Digi Locker, seems to enhance efficiency in 
the administration and cost of transaction, which reveals 
the significance of digitalization in inclusiveness (Shiller, 
2017). It is also indicated that the structure of the fiscal 
incentives such as tax incentives and special co-
contributions can inform voluntary pension participation 
especially among the low- and middle-income households 
(Palacios and Robalino, 2009). The research postulates 
that the NPS can assist in mobilizing long-run household 
savings. The savings, in their turn, would facilitate 
building capital markets and productive investment 
Pradhan et al., 2015; Piketty, 2014). Home Depending on 
how it is applied in households, increased pension may 
result in greater income security during old age, which 
will lead to less vulnerability and generational inequality. 
The latter is especially relevant to the context of the 
ageing population of India and the increasing number of 
older adults, as financial preparedness might affect the 
overall demand and social stability (Stiglitz et al., 2009). 
The presence of the identified relationship between the 
participation in a pension and the level of financial 
literacy also indicates that NPS has the potential to 

indirectly boost the household financial resilience and 
planning behavior (Singh and Kumar, 2021). 
 
Implications of the Study 
This study has significant theoretical, policy and practical 
implications based on the findings of the study on the 
role of pension systems in fostering inclusive economic 
development. 
 
Theoretical Implications 
The given study is relevant to the literature as it unites the 
economic study of pensions with accounting and 
governance approaches. The study widens the 
conventional research on pensions by giving the concept 
of the National Pension System an institutional reporting 
and accountability model that is not welfare based. The 
framework emphasizes the role of financial inclusion, 
social security coverage, and capital formation as relevant 
mechanisms, which connect the participation of payees 
in pension with the results of inclusive growth. 
 
Policy Implications 
The findings indicate that increasing the pension cover 
via programs like the National Pension System can be 
significant in enforcing the inclusive growth policy in the 
developing economies. The policymakers can target to 
enhance financial literacy initiatives, sensitization efforts, 
and special incentives to motivate informal sector workers 
and economically disadvantaged people to participate in 
pensions. Moreover, the adoption of the pension systems 
in combination with digital financial infrastructure like 
Aadhaar and Jan Dhan accounts can enhance the level of 
accessibility and administrative efficiency. 
 
Practical Implications 
Practically speaking, the research points to the 
significance of financial literacy and awareness in 
promoting long-term retirement planning in people. 
These insights can be utilized by financial institutions and 
pension regulators to build more inclusive pension 
products and increase communications strategies which 
can be used to improve participation. High pension 
coverage can help create greater financial confidence of 
households and higher savings rates as well as more stable 
long-term capital markets. 
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