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"The budget allocation has grown 10%; times in 10%; years, exceeding the Defence Ministry’s total capital ex-

penditure. A look at why the pension bill keepsrising,.and the challenges this poses."

The Union Budget for 2020-2 ]-has allocated Rs'1,33,825 crore to defence pensions. This is up by 10% times in
a decade and a half, from Rs 12,745 crore in' 2005-06.
The numbers in context

The allocation of Rs 1,33, 826 crore is 4.4% of the total expenditure of the central government or 0.6% of GDP.
And of the overall allocation madeto the Defence Ministry, 28.4% goes towards pensions.

So sharply has the bill for defencegpensions gone up that it is now'Rs 15,291 /crore more than the Defence Min-

istry’s total capital/expenditure, a bulk of which goes towards modernisation of the armed forces. It now nearly equals
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Why the bill is high

As per the Defence Ministry, there are about 26 lakh armed forces pensioners and family pensioners and ap-
proximately 55,000 pensioners are added every year. In 2015, government announced the OROP (One Rank, One Pen-
sion) scheme which cost it Rs 8,600 crore. The implementation of the Seventh Pay Commission recommendations in
2017 again increased the defence pensions bill.

Defence pensions are unique in many ways. Defence personnel retire at a young age and thus continue to get

pensions for a longer period of time than their civilian counterparts.
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The current ratio of military pensioners to serving military personnel is 1.7 to 1, while the ratio of civil pension-
ers to civil working personnel is 0.56 to 1. This ratio in defence is projected to further change as life expectancy in India

goes up and retired personnel live far longer than earlier.

All civilian employees in the government who joined service on or after 1 January 2004 do not get an assured
pension but come under the ambit of the contributory National Pension Scheme (NPS).

That is meant to reduce the pensions bill of the government on the civilian side, but military personnel have been
excluded from the ambit of the NPS because of their short service span.
Where this can lead to

With economic growth stalling and competing requirement from development and infrastructure sectors, the
government is being hard-pressed for the last rupee in its kitty. The defence services themselves need more funds to
modernise themselves but are struggling with budgetary allocations. In such a scenario, attention is likely to come to the

fast-rising defence pensions bill.

armed forces.

There are

hierarchy would have found it.
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*Q. Consider the following statements.

1. The One Rank One Pension Scheme was announced in 2014.

2. The implementation of the recommendations of 7th Pay Commission in 2017 led to an increase in
the Defense Pension Bill.
3. Only Central Government employees have been included under the contributory National Pension

Scheme.

Which of the above statements are correct?

(@) 1 and 2 (b) Only 2
() 1 and 3 (d) Only 3
Note: Answer of Prelims Expected Question given on 5 Feb., is 1 (c) )

Expected Questions (Mains Exams)

Discuss the various implications of the increase in the defense budget, citing the

reasons for the increase. (250 words)

Note: - The question of the main examination given for practice is designed keeping in mind the
upcoming UPSC main examination. Therefore, to get an answer to this question, you can take
the help of this source as well as other sources related to this topic.
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