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FOREWORD

The study on "Housing Finance System fo r  the Urban Poor” 

presented  here was en trus ted  to the NIPFP by the P lann ing  

Commission- The main focus o f  the study i s  on id en t i f y in g  some o f  

the major problems which the urban poor experience in accessing 

loans  from formal s e c t o r  f i n a n c i a l  i n s t i t u t i o n s  as a l s o  the 

problems which these in s t i tu t ion s  face in advancing housing loans 

to th is  h ighly  deprived sect ion o f  the soc ie ty .  The study also 

aims at throwing up some ideas as to how to b r ing  about an 

in ter face  between the formal sector  ins t i tu t ions ,  f inanc ia l  and 

non-f inancia l ,  and the urban poor.

The study was conducted by a research  team led by 

P ro f e s s o r  Dcveudra E. Gupta a long with Mr. Sanat Kan.! and 

Dr.(Mrs. )  Rita Faudey.

The results  o f  the study are based on case studies as 

w e l l  as ac t ive  research carr ied  out on De lh i 's  squacteis duu slum 

dwel lers- Besides resu l ts  o f  s im i la r  experiments cu r ren t ly  under 

way in Indonesia and Bangladesh are c i t ed .

The In s t i tu t e  is g ra t e fu l  to the PLanning Commission for 

sponsor ing  the study and for  the i n t e r a c t i o n  p rov ided  by i t s  

o f f i c i a l s  during the course o f  the preparation o f  the study.

The Governing Body o f  the In s t i tu t e  does not take any 

r e s p o n s i b i l i t y  f o r  the v iews expressed  by the au thors  in the 

report.  That r espon s ib i l i t y  belongs to pr imari ly  to the authors.

A. Bagchi 
Direc tor



PREFACE

The focus o f  the study i s  on low income households who 

are  unable to d e r i v e  b e n e f i t s  from e x i s t i n g  housing f inance  

in s t i tu t ion s ,  which use very  r e s t r i c t i v e  a f f o r d a b i l i t y  c r i t e r i a  

based on conventional loan terms, l a r g e l y  due to th e i r  l imited 

income and assets. These households, neverthe less are usually 

capable o f  saving s p e c i f i c a l l y  for  t ’ e purpose o f  housing. Also 

we assume -  :hat these households are capable to paying back loans 

when made on innovat ive ,  non-convenci nal basis. In th is  study, 

non- conver.r lonal loans or f inanci implies devising/modifying 

loan terms, guarantees, c o l l a t e r a l  -d/or e l i g i b i l i t y  terms as 

would permi. low income households t .  . . ja l i fy  for ,  and to a f fo rd ,  

housing lor  - for  which they are h i therto  i n e l i g i b l e  due to the ir

f in an c ia l ,  :onoraic and soc ia l  circunst mces.

I ’ e study is  confined to urban areas where nearly 20 per 

cent to 3 5 per cent o f  the population l i v e s  in dismal and sub

human conditions in slums and squatter  settlements. In some large 

c i t i e s  and metropolitan areas, the slum population may indeed be 

much larger .

The ie slum dwel lers  and squaf .ers  are usually poor, and 

because o f  ' igh costs  o f  acceptable  iwell ings are outside the

formal houslv '  system. They are a ’ ■ -.eluded from conventional

f inancing mechanism due to r e s t r i c t i v e  L lans terms*'. The bene f i ts  

o f  formal sector  f inance is thus accruing la rge ly  to the non-poor.

1. High interest  rates are repeatedly  o f fe red  as an important 
factor  for keeping many low :ieorae households out o f  the 
conventional f inancing mechanism. However, as indicated in 
report ,  our in ves t i ga t ion s  reveal  poor taking loans even at 
5 per cent per month for  '.lour, i :. This, o f  course, does noc' 
imply any plea for  charging • • : !t in terest  rate from the 
poor.



Indeed, as many studies show, the poor, without any a l t e rn a t i v e ,  

have there fo re  to r e l y  on own resources usually  ra ised a t  very 

high costs .  I t  may not be an exaggeration to assert  that the 

poor, desp ite  th e i r  v e ry  low incomes, have indeed some propensity

to  save  f o r  a ' d u r a b l e '  which w i l l  conv ince  them to  i t s  

a c c e s s i b i l i t y ,  and that i t  can be procured/purchased in convenient

small instalments. The des i r e  to save may be further strengthened

i f  the deposits  are sa fe ,  and hedged against undue in f l a t io n .  

Unfortunately, as yet .  there is l i t t l e  attempt on the part o f

formal sector  f inanc ia l  in s t i tu t i o n s  to contr ibute to the housing 

f inance needs o f  t ■.<? poor .

The s t u y  in the context  o f  low come households has 

attempted to ou Line the l i m i t a t i o n  o f  . 4e e x i s t i n g  housing 

f in an ce  system, ;nd ana lyse  the a a j o r  problems inheren t  in 

attempts aimed a; providing housing f inance to the low income 

households using invent ional  means. I t  w i l l  be appreciated that,  

while  i t  is  true t lat i f  the constra in ts  to e f f e c t i v e  ta rge t ing  o f  

b en e f i t s  to the poor may be traced to the conservat ive  p o l i c i e s  

adopted by formal sector f inan c ia l  in s t i tu t i o n s ,  the constra ints

inherent in the target group, mainly low income households are no 

less  important in r e s t r i c t in g  th e i r  capac ity  to exercise  e f f e c t i v e  

demand. Thus for  any housing f inance syst.-m aimed at the low 

income households t i e  main task, w i l l  be to ^-vrcoae the obstacles 

imposed by conventional housing to suit f f inancia l  and other 

soc io -econom ic  c i rcum stances  o f  these  households. The study

2. exceptions being, fo r  example oi  banks providing highly  
subsidised small housing loans to scheduled castes/scheduled 
t r i b e s .  These are  o b l i g a t o r y  loans and the banks a re  
reported to be rather tardy In loan r overy perhaps because 
these loans carry  guarantees to ' ,.ne o f  75 per cent c?f 
loan amount.



presents a tentative model of housing finance fo r discussion and 

debate. I t  is  based on the on- going action research being carried  

out under Punervaas movement.

In th is  study we received research/f ie ld  support from 

Amar Sahu, Vinay Sidh, Suresh Chandra Arya, V. Geeta ,  Sunita 

Srivastava and Vasundhra Chandra. Needless without th e i r  help, i t  

would have been d i f f i c u l t  to carry iut th is  study.

- le  authors would l ike  place on record th e i r  very 

s p e c i a l  i t i t u d e  to Dr. Rakesh han, who as Adv is e r  in the

Planning emission, inspired us to - l i t ia te  th is  study. We would

also l ik e  -o thank the Planning Co:. ssion for  provid ing funds to 

c a r r y  ot::_ t h i s  s tudy and to Shri Rakesh Chandra, Consultant ,  

Planning demission for  his help and guidance. In the course o f  

the study also benef i ted from discussions with a la rge  nunber 

o f  pro fess iona ls  in the area, and we would l i k e  to thank them 

( l i s t  o f  naaes at the end o f  the report ) .

For constant encouragement and advice in  our endeavour, 

we would l ike  to place on record our g ra t i tude  to our Director,  

Dr. Amaresh Sagchi.

D iscuss ions  at  the Pu.ie- las group were ex t r em e ly  

Help fu l  in c l a r i f y i n g  many o f  our chi .^hts and we are par t i cu la r ly

indebted to everyone who took part in these d iscussions at one

stage or the other. We are par t i cu la r ly  g ra t e fu l  to Shri Manjit 

Singh, Conaissioner Slums (DDA); Shri H. C Joshi,  General Manager, 

Delh i  C oopera t iv e  ' lousing F in n c e  S o c i e t y ;  Shri  K. S. Mehra, 

Reg is t ra r ,  Delhi Cooperative and Dr.(Mrs. )  Kiran Martin, President 

o f  ASHA.



For exce l l en t  s e c r e ta r i a l  ass is tance ,  we would l ik e  to 

thank the Administrative S t a f f  o f  the In s t i tu t e ,  e s p e c ia l l y  

Shri R. S- Tyagi .  We would a lso  l i k e  to thank Shri N. Nat a raj an 

for  looking a f t e r  the production aspects  o f  the study.

This study i s  a j o in t  e f f o r t  o f  the three authors: 

Dr. Devendra 5. Gupta, Shri Sanat Kaui id Dr . (Mrs. )  R ita  Pandey, 

and they toge er  bear the r e s p o n s ib i l : - y f o r  any shortcomings o f  

the study.

Devendra B. Gupta

July 1990



AIDIS A l l  Ind ia  Debt and Investment Survey, 1981-82.

APRCA Aslan P a c i f i c  Regional Credit Association.

ASTRA Indian In s t i tu t e  o f  Science, Bangalore.

CHFC Central Housing Finance Corporation.

CPFC Central Provident Fund Commissioner.

CRR Credit  Reserve Ratio.

DCA Delhi Catholic Archidiocesce.

DCHFS Delhi Cooperative Housing Finance Soc iety  Ltd.

DDA Delhi Development Authori ty.

DFC Department o f  Financial Companies, Reserve Bank
o f  India.

DJP Development Just ice ,  Peace.

EPF Employees Provident Fund.

EWS Economically Weaker Sections.

FSS Farmers Serv ice  Socie ty.

GBP Grameen Bank Pro ject .

GDP Gross Domestic Product.

GIC General Insurance Corporation.

GOI Government o f  India.

GPF General Provident Fund.

GRHC Gujarat Rural Housing Corporation.

GRUH Gujarat Rural Housing C>rporation.

(vl )



HDFC Housing Development Finance Corporation.

HFI/HFC Housing Finance In s t i tu t  ion/Company.

HIG High Income Group-

HLAS Home Loan Account Scheme.

HSP Hone Savings Plan.

HUDCO Housing and Urban Development Corporation Lt i

ICICI Indus tr ia l  Credit i i Investment Corporation
I nd ia •

IFCI Indus tr ia l  Finance irporation o f  India.

ILB Indian Labour Bure:

IMRB Indian Market Rese- .-h 3ureau

LIC L i f e  Insurance Cor~r. i  r. i on-

LIG Low Income Group.

LIHs Low Income Households

MIG Middle Income Group.

MMDA Madras Metropoli tan jevelopment Author ity .

MOUD M in is t ry  o f  Urban Development.

N'CHF National Cooperat ive Housing Federation.

NCU National Commission on Urbanisation.

NHB National Housing Bank.

NDP Net Domestic Product.



NIPFP National In s t i tu t e  o f  Public Finance and Po l icy .

NIUA National In s t i tu t e  o f  Urban A f fa i r s .

NSS National Sample Survey.

PACCs Primary Agr icu lture  Credit Cooperatives

RBI Reserve Bank o f  India.

RLEGP Rural Landless Employment Generation Programme.

SC Scheduled Castes

SEWA Self-Employed Women s Association

SLR Statutory L iq u id i t y  Ratio.

ST Scheduled Tribes

ULCRA Urban Land Ce i l ing  and Regulation Act, 1976.

UTI Unit Trust o f  India.

Measures and Conversions

Rs 16.5 = US$1

Rs 10 lakh = Rs 1 m i l l ion

Rs 1 c rore  = Rs 10 m i l l ion .
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INTRODUCTION

A major task facing the housing sector  in this country 

re la tes  to the prov is ion o f  adequate s h e l t e r , t o  the poor. Constant 

and steep r ise  in pr ices ,  e spec ia l ly  in la rge  and metropolitan 

c i t i e s ,  have v i r t u a l l y  eliminated the poor out o f  the land and 

housing markets. Widening d ispar i ty  in income has reduced the 

scope for in t eg ra t ing  them into the formal housing market even 

further. A lso,  the poor do not have access to finance from the 

ex is t ing  formal housing finance in s t i tu t i o n s  owing to the ir  low/ 

i r r e g u la r / u n c e r t a in  incomes and t h e i r  i n a b i l i t y  to furnish 

acceptable c o l l a t e r a l  security . Despite var ious government schemes 

and i n i t i a t i v e s  to help the poor, the housing s i tuat ion remains 

rather dismal.

The main purpose o f  the study is  to -examine the extent 

to which the formal sector  f inancia l  in s t i tu t i o n s  are able to meet 

the needs o f  housing f inance  o f  the poor .  I n t e r - a l l a ,  I t  

Id en t i f i e s  the major problems faced by the poor and other low 

income households In obtaining funds for  housing from the formal 

f inanc ia l  in s t i tu t ion s .  An attempt is a lso  made to suggest a 

framework f o r  f o s t e r i n g  an e f f e c t i v e  l i n k  between the formal 

sector f inanc ia l  ins t i tu t ions  and tHe low income households in 

order to meet the f inancia l needs o f  the LIG f o r  house ownership. 

The study is  confined to urban households, although the framework 

may f ind  a p p l i c a b i l i t y  In the ru ra l  c o n t e x t ,  o f  course ,  with



su itab le  modif icat ions.  We should hovever l i k e  to point out that ,  

g i v e n  the a b je c t  p o v e r t y  o f  the Ind ian  masses, p r o v i s i o n  o f  

housing to a l l  the low income households i s  a rather d i f f i c u l t  

t a r g e t  to a c h i e v e ,  at l e a s t  in  the f o r s e e a b l e  fu tu re ,  un less  

she l ter  programmes are l inked to a l l  round improvement in the 

economic and soc ia l  status o f  the poor. The model proposed in th is  

study there fore  takes th is  fact into account.

In carry ing  out th is  study we f i r s t  review the current 

housing s i tuat ion  v i s - a - v i s  the trends in urbanisation. Since a 

la rge  number o f  low income urban households are located e i th e r  in 

slums or e lse  l i v e  as squatters on encroached land, the problem o f  

she l ter  o f  slum dwel lers  and squatters forms the main theme o f  

th is  study. In th is  context ,  the problems o f  s p e c i f i c  c lasses  such 

as the scheduled castes and scheduled t r ib e s  are also discussed, 

e s p e c i a l l y  because v a r io u s  government housing schemes and 

commercial banks devote a substant ia l proportion o f  funds on these 

c lasses. We have however not touched upon the housing problems o f  

s e l f - e m p lo y ed  working women, al though a d m i t t ed ly  t h i s  i s  

Important. But as would be c l e a r  l a t e r ,  the housing problems o f  

th is  c lass  can be adequately covered by the model suggested here. 

An analys is  o f  the trends in urbanisat ion and the current she l ter  

scenario c l e a r l y  demonstrates that unless innovative  solut ions are 

found, the she l te r  s i tua t ion  is  un l ike ly  to show any appreciable  

improvement in foreseeable  future.

This i s  fol lowed by presenting a socio-economic p r o f i l e  

o f  the urban pdor in terms o f  th e i r  education and occupational 

patterns, income and asset status,  and expenditure behaviour. I t  

a lso  p ro v id es  an idea o f  the sav ing  p o t e n t i a l  o f  the poor ,  

e s p e c i a l l y  in  the c o n t e x t  o f  r en t  pay ing  c a p a c i t y  o f  the low



income households. Since indebtedness is  an important associated 

aspect, an idea is  also provided about the current indebtedness o f 

the urban poor.

We then d iscu ss  the e x t e n t  to  which the poor have 

bene f i t ed  through various government programmes and p o l i c i e s  in 

the prov is ion o f  housing, Ind ica t ing  th e i r  inbui l t  shortcomings. 

We also ou t l ine  some o f  the major problems faced in home ownership 

by the poor. In th is  context <uencion may be made o f  two major

b o t t l e n e c k s ,  namely, land and f in an ce .  So fa r  as f inance  i s  

concerned, i t  is  not always the shortage o f  housing funds, but the 

Inherent weakness o f  the system to bring the low income households 

and the formal sector  f inanc ia l  in s t i tu t ion s  together.  In th is  

context ,  we f i r s t  ou t l ine  the e x i s t in g  structure o f  formal sector  

f inan c ia l  in s t i tu t ion s  and magnitude o f  the current f lows o f  funds 

into the housing sector . We also discuss the inappropriateness 

o f  var ious ex is t in g  saving and lending instruments to serve the 

f inan c ia l  needs o f  the poor. This Is fol lowed by a presentation 

o f  a number o f  case studies to emphasise that ,  despite  the funds 

a v a i l a b i l i t y ,  there are c e r ta in  important factors  which inh ib i t  

the poor to reach the formal f inanc ia l  sector . *

The study concludes by Id en t i f y in g  the missing l inks in 

th i s  In ter face  and provides a framework f o r  e f f e c t in g  such an 

i n t e r f a c e .  I n t e r ^ a l i a ,  the e xp e r ien ce  o f  an on go ing  a c t i o n  

research in she l ter  prov is ion to low income group households is 

discussed to demonstrate the working o f  the model.



HOUSING : MACRO-ECONOMIC CONTEXT

2.1 Introduction

Almost one th ird  o f  In d ia ' s  populat ion in urban areas 

l i v e s  in slums and squ a t t e r  s e t t l em en ts  u s u a l l y  w i l l  low, 

i r r e g u l a r  and u n c e r ta in  ea rn ings  and a l s o  w i th  low l e v e l s  o f  

l i t e r a c y .  In o rder  to improve t h e i r  housing c o n d i t i o n s  the 

government has implemented a number o f  schemes. This chapter 

o u t l i n e s  some o f  th ese  i n i t i a t i v e s  i n d i c a t i n g  t h e i r  major 

drawbacks. We a lso review the current housing s i tuat ion  (both 

qu a n t i ta t i v e ly  and q u a l i t a t i v e l y ) .  Phenomenon o f  rura l to urban 

migration has been shown to be a major cause o f  growth o f  urban 

slums and squatters.  To begin with we f i r s t  provide an idea o f  

macro-economic s i tu a t ion  in terms o f  growth in urban population, 

income and employment status and l i t e r a c y  l e v e l  o f  households. We 

then i n d i c a t e  the cu r r en t  housing s i t u a t i o n  in the country .  

F ina l ly ,  trends in urbanisation are presented.

2.2 General S ituation : Macro-Econoaic Context

As Is  we l l  known India has a large  population o f  near ly  

800 m i l l i o n  persons  l i v i n g  in an area  o f  32.87 lakh square 

kilometres. The average household s i z e  has been around 5.7 but 

recent ly  i t  has shown a s l igh t  r is ing  tendency. Nearly one quarter 

(o r  200 m i l l i o n  persons) o f  Ind ia 's  population l i v e s  in urban



areas,  and i t  i s  increasing at almost 3.9 per cent annually when 

compared to an o v e r a l l  growth rate  o f  2.2 per cent per annum. 

Nearly 40 per cent o f  I n d ia ' s  urban population is  concentrated in 

c i t i e s  with populat ion o f  over h a l f  a m i l l ion .  I t  is  in these 

c i t i e s  where the low income households face major housing problem.

While In d ia 's  national  income has been r i s in g ,  3.8 per 

cent  annua l ly  dur ing  1951-1986, 4.6 per cent  a y ea r  dur ing

1980-85, -nuch o f  I t  has been taken away by a r i s in g  population. 

For instance during 1965-1985 the GNP in per cap ita  terms grew at

1.8 per -ent annually, although since 1980 i t  has improved to an 

annual average o f  2.8 per cent. CNP in per cap ita  terms was Rs

2151.8 at fac to r  cost  (1987-88). So fa r  as savings and ca p i ta l  

formation are concerned, the performance has been commendable, 

although recent ly  some f a l l  in saving rate has been observed. The 

gross domestic savings rate  current ly  is  around 22-23 per cent,  

the net savings being a l i t t l e  above 13 per cent.

L i te racy  rates  have improved from about 17 per cent in 

1951 to  36 per cent  i n ^ 1981. I f  c o r r e c t i o n  i s  made for  the 

population o f  ch i ldren under the age o f  5 years, i t  turns out -that 

50 per cent o f  the educable population Is  l i t e r a t e .

Trie proportion o f  people l i v in g  below the poverty l in e  

has been s tead i ly  f a l l i n g ,  and according to current estimates a 

l i t t l e  over 35 per cent o f  In d ia 's  population is  in poverty (Rs 

700 per household per month at mid 1988 -  p r ic es ) .  In urban areas 

the number o f  such poor is c lose  to 50 m i l l ion  people. In the four 

la rges t  c i t i e s  o f  Delhi ,  Bombay, Calcutta and Madras, a l i t t l e  

over h a l f  o f  the population is  estimated to experience poverty. 

Many o f  these poor are people who have some kind o f  jobs;  the i r  

poverty  is l a r g e l y  the resu lt  o f  low p roduc t iv i ty .  Also a very



l a r g e  o f  these poor  work In  the in fo rm a l  s e c t o r .  At p resen t  

almost h a l f  o f  t o t a l  labour force  in  urban areas would belong to 

th is  sector.

In I n d i a ,  w h i l e  the unemployment ra t e s  are  not h igh 

( e . g . ,  urban unemployment rate  was 6.4 per cent in 1983-84), the 

extent o f  underemployment ( i n  the sense o f  working short hours) is 

la rge .

2.3 Housing Scenario in India

In India,  l i k e  in  most developing countr ies, growth in 

supply o f  housing has l a g g e d  behind the growth in demand to r  

housing leading to substant ia l  shortage o f  acceptable housing at 

a f fo rdab le  prices.  The t o t a l  backlog o f  housing is estimated at 

29 m i l l ion  dwell ing units o f  which about a quarter are fo r  urban 

areas. Among major reasons fo r  such d e f i c i t  are n o n -a v a l i a b i l i t y  

o f  developed land at reasonable p r ices ,  lack o f  housing f inance at 

a f fo rdab le  terms, and high p r ices  o f  bui ld ing  materials. A major 

reason fo r  s i tuat ion  i s  the ex is tence  o f  var ious regula t ions and 

contro ls  in the economy.

The importance o f  land for  she l te r  Is well  recognised. A 

rapid r i s e  in population resu l ts  in higher demand for  land for 

d i f f e r e n t  uses e s p e c i a l l y  f o r  r e s i d e n t i a l  purposes. Demand 

pressure on land for  r e s id e n t i a l  purposes Is r e l a t i v e l y  g rea te r  in 

urban areas due to economic growth that has taken place in the 

past years .  Consequent ly  a g en e ra l  trend o f  high r a t e s  o f  

increase In urban land p r ic es  has been observed in almost a l l  the 

c i t i e s  o f  I n d i a 1- But the ra t e s  o f  p r i c e  in c r ea s e  va ry  

s i g n i f i c a n t l y  in d i f f e r e n t  c i t i e s .  Increase in land prices which 

consequently results  in e sca la t in g  housing costs is  a t t r ibuted



l a r g e l y  Co Che shortage o f  developed land . Further, withholding 

o f  land from Che land market f o r  speculadon,  de f ic iency  in zoning 

laws and th e i r  enforcement are other fac tors  which make the land 

even more scarce commodity in the market* The impl icat ions o f  

high price, o f  urban land are far  reaching. The most immediate 

impact is  f e l t  on the  r i s i n g  c o s t s  o f  housing and housing 

se rv ices .  Seriousness o f  Che problem can be judged from the trend 

in the increasing share o f  land cost in t o ta l  cost  o f  houses. Land 

cos ts  cons t i tu te  a high proportion o f  the to ta l  cost o f  house 

which i s  c o n s id e r a b ly  h igher  in l a r g e  towns and m e t ro p o l i t a n  

c i t i e s .  A consequence o f  t h i s  i s  h igh  d e n s i t i e s  w i th  g r e a t  

pressure on basic serv ices  l i k e  water supply, e l e c t r i c i t y ,  sewage, 

e tc .  Slums are in fa c t ,  to a la rge  extent,  a d i r e c t  outcome o f  the 

r i s in g  land pr ices.  Rea l is ing  these problems, the major public 

in tervent ion  in  the land market came in the form o f  Urban Land 

(C e i l i n g  and Regulation Act)  (ULCRA), 1976. While the ob je c t i v e  

was to promote equity  in  land holdings and help in moderating the 

r i s e  in  urban land pr ices ,  the actual e f f e c t s  o f  th is  are by now 

known to be quite  the opposite. Land supply in the market has 

become worse as, ( i )  the Act has frozen the supply o f  land in  the 

land market and ( i i )  the pub l ic  s e c t o r  f i n d s  i t  d i f f i c u l t  to 

develop and release the acquired land in the market due to both 

f inan c ia l  and physical constra in ts  . The only way o f  checking the 

excess ive  r i s e  in land prices is to develop land and re lease  i t  

on a la r g e  scale  in the market. C lea r ly  th is  c a l l s  for  action 

together  with adequate funds to  carry  out the development o f  land.

Finance is yet another major constra in t  to the growth o f  

housing sector.  Trend o f  investment in housing as per cent o f  

t o t a l  investment In the economy is depressing. For instance, i t



has declined from 34 per cent In th e F irs t  Plan to 7.5 per cent In 

the Sixth Plan. This has been marginally raised to about 9 per 

cent In the Seventh Plan.

Also the share o f  housing Investment In GDP has fa l l en  

from 5 per cent in the 1960's to around 3 per cent in the I980's 

which i s  very  low when compared to other countr ies^.  While i t  i s  

true that involvement o f  the public sector  in the prov is ion o f  

housing has been at best marginal (except o f  course some renta l  

housing and soc ia l  housing) and the bulk o f  housing has come from 

the pr iva te  sector ,  i t  is  disturbing to note that the share o f  

public investment in the t o t a l  investment ui housing has fa l l en  

from 21.7 per cent in the F irs t  Plan to 11.5 per cent in the Sixth 

Plan, and 7.8 per cent In the Seventh Plan (Table  2.1) .  Housing 

c o n t r ib u t ed  around 16.7 per  cent  to g r o s s  domest ic  c a p i t a l  

formation In 1984-85.

The housing s i tua t ion  has worsened over the years in 

terms o f  overcrowding, low and decl in ing per cap i ta  f l o o r  space 

and increase in slum and squatter  population. The reason being 

that th is  sector  did not get the required p r i o r i t y  that i t  seemed 

to have deserved in our- Five Year Plans. Moreover no serious

attempt has been made as yet  to draw up a comprehensive housing 

programme, although the s i tua t ion  might undergo some change with 

the se t t ing  up o f  National Housing Bank and the announcement o f  a 

N a t ion a l  Housing P o l i c y  (wh ich  i t s e l f  i s  l i k e l y  t o  undergo 

change). Each plan a l lo ca ted  such meagre funds compared to the 

magnitude o f  the problem that they have hard ly  been adequate to 

make a dent into the housing s ituat ion^. As a result  housing 

became more and more scarce for  a large segment o f  population.



So far as the growth rate o f  housing stock i s  concerned, 

decennial growth ra te  o f  housing stock was 26 per cent during 

1971-1981 compared to 14.7 per cent in the previous decade as 

aga ins t  26.3 per cent  and 16.3 per cent r a t e  o f  growth o f  

households In 1971-1981 and 1961-1971 r e s p e c t i v e l y  (Tab le  2 .2 ) .  

Considering the growth rate o f  housing stock in rura l and urban 

areas separately  I t  i s  found that In urban areas i t  was 51.4 per 

cent during 1971-1981 compared to 31.2 per cent in the previous 

decade. In rural areas ,  the growth in housing stockihas been much 

lower, being 19.1 per cent in 1971-1981 compared to 14.3 per cent 

in 1961-1971. The net result  Is overcrowding and increase In 

slum/squatter population. The relevant data on occupancy ra t io  

which provides an idea about congestion and per cap ita  l i v in g  

space is  presented in Table 2. 3.

Tab le  2.3 shows tha t  a ve rage  number o f  persons per 

dwel l ing has increased during the period 1961 to 1971. Also, 

occupancy ra t io  is higher In smaller units- The s i tuat ion  In 

respect o f  the number o f  persons per room does not sees to have 

changed during 1960-70. Although a f t e r  1971 no comparative f igures  

are ava i lab le  but our judgement is  that the s i tua t ion  has remained 

unchanged. This i s  based on observat ion that during 1971 to 1981 

percentage  in c reases  in the housing s tock  and the number o f  

households are near ly  equal.

The above analys is  has provided some evidence on the 

quant i ta t ive  aspect o f  housing stock. Q u a l i t a t i v e l y  the trend is  

f a r  more d ep r e s s in g .  Q u a l i t a t i v e l y  the housing s tock  in  the 

country has been broadly div ided Into four ca t e g o r i e s :  pucca,

semi-pucca,  s e r v i c e a b l e  kutcha and u n s e r v i c e a b l e  kutcha. 

Composition o f  national  housing stock is  g iven in Table 2.4. I t



Is evident from the tab le  that though there has been substantial 

Increase in the proportion o f pucca houses in urban areas during 

1960's thereafter it s  pace has been rather slow. For example, 

while  in 1960's proportion o f pucca houses in urban areas went up 

from 44.7 per  cent  to 63 .8  per cen t, i t  increased  by o n l y  4 

percentage points in the subsequent decade. Share o f  semi-pucca 

houses has gone down from 34. 7 per cent in 1961 to 23.2 per cent 

in 1971. Subsequently on ly  marginal change has been observed. 

S i m i l a r l y ,  In ru ra l  a r eas  the  q u a l i t y  o f  housing s tock  has 

improved ( in  terns o f  the ranking o f  houses) though at a slow

P  i c e .

The supply and maintenance o f  c e r ta in  in frastructure  in 

India i s  g ross ly  d e f i c i e n t ,  e s p e c ia l l y  in  respect o f  water supply, 

s in i t a t i o n  and so l id  waste management. I t  is  estimated that near ly  

one fourth o f  In d ia 's  urban population has no tap water supply o f  

my kind, three quarters  has no (waterborne) sanitat ion f a c i l i 

t i e s ,  and one th ird  has no e l e c t r i c i t y .  Furthermore, 40 per cent

o f  the urban water supply i s  pol lu ted.  This s i tuat ion ,  however, 

var ies  from one s tate  to another and from one c i t y  to another. 

Power supply is  a lso  inadequate with near ly  37 per cent households 

w ithout  any e l e c t r i c i t y  c on nec t ion .  So far- as s o l i d  waste 

c o l l e c t i o n  is  concerned, the s i tua t ion  is dismal, although some 

households resort to community arranged clean ups. Except In 

la rge  c i t i e s ,  sewage system is e i th e r  non-existent or  is in a 

rudimentary stage. I t  should however be mentioned that, while the 

prov is ion  o f  public s e rv ices  s t i l l  remain dismal over the period,  

access to these se rv ices  has shown o ve ra l l  improvement e sp e c ia l l y  

in la rge r  c i t i e s .  Further, government assistance provided for  

in fras tructure  development in Intermediate and small towns has 

a lso  helped In Improving the s i tuat ion .



From the foregoing i t  is  c l e a r  that not only  the qu a l i t y  

o f  h o m in g  stock  but a lso  the q u a l i t y  o f  s e r v i c e s  r e l a t e d  to 

housing and health o f  people needs much more a ttent ion than is 

being presently g iven.

Expansion o f  housing supply has been a f fec ted  also by a 

rap id  inc rease  in p r i c e s  o f  key b u i l d in g  m a te r ia l s  -  cement, 

b r ick ,  s t e e l ,  t imber, e tc .  The increase in cost o f  construction 

is  fa r  greater  than the ove ra l l  p r ice  index, e spec ia l l y  between

1981-1984 (See Table 2 .5 ) .  According to an estimate o f  National 

Building Organisation (NBO), over 65 per cent o f  the cost o f  house 

cons is ts  o f  the building mater ia ls .  Therefore ,  even a moderate 

r i s e  in price o f  bui ld ing  mater ia ls  tends to ra ise the cost o f  

construct ion s i g n i f i c a n t l y .  In order to reduce the costs ,  some 

i n d i r e c t  concess ions  have been extended to c e r t a in  b u i ld in g  

m ater ia ls  which mainly perta in  to a cut in excise duty. They, 

however, have not contributed to any s ign i f i c a n t  reduction in 

pr ices  o f  these build ing materia ls.  Besides f i s c a l  concessions, 

encouraging the use o f  substi tute  bu i ld ing  materia ls  may go a long 

way In containing the costs  o f  construct ion within reasonable 

l im i t s .  We know housing consis ts  o f  a s e r ie s  o f  components that 

may be produced in v a r io u s  ways and w i th  d i f f e r e n t  c o s t s  and 

standards. For example -  when land Is  scarce denser construct ion 

I s  one way to  reduce land c o s t .  S i m i l a r l y ,  i f  cement and/or 

timber are scarce, some other mater ia ls  natural or synthetic  may 

be substituted in the production process. R e s t r i c t i v e  nature o f  

b u i l d in g  bye- laws has however been a major d e t e r r e n t  In >
accomplishing the above.



Summarising, i t  can be said that the supply o f  housing 

e s p e c ia l l y  for  the poor, has not kept pace with the demand fo r  

hous ing .  In  urban a reas  the s i t u a t i o n  i s  v e r y  bad due to 

migration from small towns and rural areas as a consequence o f  

industr ia l  growth during the past 30-35 years. In f lux  o f  people 

has put pressure on land, urban serv ices  and other in f ras tructure .  

The outcome o f  which has been congestion,  increase in number o f  

pavement dwe l le rs ,  growth in slums and squatter  sett lements,  with 

unhygenic cond i t ions ,  increasing rent and urban land price .  I t  

needs to be mentioned here that the p o l i c i e s  which deal  w i th  

housing problems in i s o l a t i o n  w i l l  not be able  to f ind any l a s t l r g  

so lut ion to the housing problem in th i s  country. What i s  required 

i s  planned e f f o r t  In which hous ing ,  lan d ,  t r a n s p o r t  ne twork ,  

p u b l i c  s e r v i c e s  and employment are  c o n s id e r ed  as a part o f  a 

package. We may also mention that migration to c i t i e s  and other 

urban areas is  a necessary c o r r e la t e  o f  a process o f  economic 

deve lopm ent ,  and i t  cannot be wished away. The poor would 

continue to pour In from rura l and small towns to la rger  towns and 

c i t i e s  so long as rural-urban wage d i f f e r e n t i a l s  remain. These 

people have to be treated as <=in essen t ia l  part o f  the urban l i f e ,  

and they are the r e sp o n s ib i l i t y  o f  the people a lready l i v i n g  in 

these urban areas. A f te r  a l l ,  these migrants besides contr ibut ing  

Importantly  to the development o f  c i t y ,  a lso  help in provid ing a 

l a r g e  number o f  domest ic  and o the r  s e r v i c e s  which make urban 

l i v i n g  l ess  expensive.



2.4 Bousing Policy

Among the more Important o b j e c t i v e s  o f  Indian economic 

planning having bearing on housing are :  reduction in inequa l i t ie s

-  economic and s o c ia l ,  promotion o f  balanced regional development 

and a s o c ia l i s t  pattern o f  soc ie ty  with public sector playing 

dominant r o le  in key sectors  o f  the economy. Thus, in uniformity 

with these plan ob je c t i v e s ,  public sector  was assigned a d irec t  

r o l e  In the prov is ion o f  housing, e s p e c ia l l y  fo r  the low income 

households. However, since the mid-sevent ies ,  the idea that has 

taken roots  i s  that  public agencies should supplement rather than 

replace peoples'  act ion to get  access to she l ter .  In th is  sect ion 

we provide a b r i e f  d escr ip t ion  o f  the major i n i t i a t i v e s  that have 

even tua l ly  led  to the evo lut ion  o f  a housing po l icy  document. In 

th is  context mention may be made o f  the various plan schemes and 

programmes for housing. The Task Force Reports o f  the Planning 

Commission on urban development and management including housing, 

the Report o f  the National Commission on Urbanisation, the Report 

o f  the Study Team headed by Mr. J. B.D'Souza, the Reserve Bank o f  

India Working Group Report, and, Report o f  the Working Group on 

Housing fo r  Seventh Plan const i tuted  by the Planning Commission 

have gone a long way in seeing through the National Housing Po l icy  

(1988) and the se t t ing  up o f  the National Housing Bank. Indeed 

the in ten t ion  o f  the Union Government was made known in advance
«

through the Budget Proposals fo r  1987-88 which asserted th is  by 

s ta t in g  that 'Housing is  high on our l i s t  o f  p r i o r i t i e s ' .  The 

Internat iona l  Year o f  Shel ter  f o r  the Homeless seems to have acted 

as a c a ta l y s t  to some o f  these decis ions.



To begin with, the planners recognised a gap between 

cost and a ffo rd a b ility  o f current housing ava ilab le , and sought 

technological ways to reduce costs .  Recognising the inappropriate

ness o f  th is , the focus sh i f t ed  to development and u tilisa t ion  o f  

indigenous local materia ls .  Simultaneously, socia l housing schemes 

for  the economically disadvantaged groups were in i t i a t e d  but soon 

recognised the marginal con tr ibut ion  o f  such attempts towards 

so lv ing  the housing problems, e s p e c ia l l y  in  v iew o f  the resource 

c o n s t r a i n t s .  Another Important r e a l i s a t i o n  by the government 

concerned the general res is tance to slum clearance and redevelop

ment programmes. Th:s led to the acceptance o f  slum upgradation 

and environmental improvement s t ra tegy  to deal  with the problem o f  

Informal settlements- Another s i g n i f i c a n t  development in the 

s h e l t e r  s e c t o r  is  the r e c o g n i t i o n  o f  housing f inance  as an 

important  paramster In i n c r e a s in g  the housing supply. Th is  

r e s u l t e d  in the s e t t i n g  up o f  Housing and Urban Development 

Corporation (HUDCO)(1971), Housing Development Finance Corporation 

Limited (HDFC)(1977) and other housing f inance ins t i tu t ions  and 

even tua l ly  the se t t ing  up o f  National Housing Bank (NHB)(1988). 

A lso,  recognis ing land as another major constra in t  in the context 

o f  housing production, the government in i t i a t e d  a number o f . s t ep s  

including the formation o f  urban development au thor i t i e s  entrusted 

with the task o f  bulk land a cqu is i t i o n ,  development and disposal .  

The Urban Land C e i l i n g  and R e g u la t i o n  Act o f  1976 a l r e a d y  

mentioned is  a landmark, although i t s  actual working is under 

severe attack.

There is now a growing r ea l i s a t i o n  that '  public sector  

cannot adequately play the ro le  o f  bui lders o f  housing units and 

instead would act as promoters and f a c i l i t a t o r s  so as to create  an 

appropr ia te  enabling environment so that other parthers in the



housing sector can successfu lly  add to the national housing stock. 

Both National Housing Policy and the Seventh Plan have assigned a 

dominant ro le  to the p r iv a te  sector. A lso the household and 

cooperative sectors are assigned a sign ificant role. I t  may be in 

order to quote Seventh Plan "The Government has to play an a c t iv e  

ro le  through developing necessary d e l i v e r y  system in the form o f  a 

housing f inance market and taking steps to make developed land 

ava i lab le  at r igh t  places and at reasonable pr ices" .  The Seventh 

Plan also maintains that the le ga l  framework should?be adjusted to 

reduce the non- f inanc ia l  d is incent ives  to housing investment such 

as r en t  c o n t r o l ,  c o s t l y  b u i ld in g  r e g u la t i o n s  and r e s t r i c t i v e  

land-management p o l i c i e s ,  e tc .

In the context  o f  housing for  the economically weaker 

groups mention may be made o f  National Housing Po l i c y  which seeks 

to accord p r i o r i t y  to  promoting access  to  s h e l t e r  f o r  the

houseless and the disadvantaged groups. While many public  sector 

i n s t i t u t i o n s  p r o f e s s  to  favour  housing programmes f o r  the

disadvantaged groups, i t  i s  d i f f i c u l t  to say the extent to which 

th is  has r e a l l y  happened. One may however make a s p e c i f i c  mention 

o f  the importance o f  l e g i s l a t i v e  reforms which have been duly 

recognised in var ious p o l i c y  documents. However in e f f e c t  e x is t in g  

laws have been only marg ina lly  tinkered with.

I t  ma,y be w o r th w h i le  to mention that  the s h i f t  in 

approach has r e f l e c t e d  . i t s e l f  in the fo l low ing :

( i )  S h i f t  in  programmes from Slum Clearance  and
Relocat ion  to Environmental Improvement Schemes
and la t e r  to s i t e  and serv ices ;



(11) Setting up specialised Institutions for provision
o f housing finance -  In early 1970s in the public 
secto r and In 1980s encourageoent to p riva te
sector Institutions and Involving commercial banks 
by setting specific targets;

( i i i )  R e c o g n i t i o n  o f  importance o f  supply  or
a v a i l a b i l i t y  o f  land led to experiments in Land
Banking (DDA) and s o c ia l i s a t io n  o f  land (Urban 
Land C e l l in g  Ac t ) ;

( i v )  Programmes to g i v e  secure tenure to slum dwel le rs ;

( v )  A comprehensive view o f  the housing problems and
i n t e g r a t i o n  o f  housing p r o j e c t s  with urban 
development and employment p ro jec ts ,  and

( v i )  Involvement o f  NGOs.

In conclusion i t  is  appropriate to enumerate the four

broad issues, i d e n t i f i e d  in the World Bank S t a f f  Appraisal Report 

on I n d i a ' s  HDFC, which c h a r a c t e r i s e  I n d i a ' s  emerging housing 

p o l i c y :  (a )  increased e f f i c i e n c y  and e f f e c t i v en es s  o f  resource

u t i l i s a t i o n ,  including a f fo rdab le  design standards and low-cost

t e c h n o l o g i e s ;  ( b) m a rk e t - o r i e n t ed  p r i c i n g  and improved cos t

recovery and resource m ob i l isa t ion ;  ( c )  strengthening of  public

sector  management in terms o f  planning, budgeting and operations,  

and (d )  a more ra t iona l  a l l o ca t i o n  o f  r e sp on s ib i l i t y  between the 

public and private  sectors.

2.5 Trends in Urbanisation

Since the focus o f  the study i s  on housing in urban 

a r e a s ,  i t  would be u s e fu l  to o u t l i n e  the major t rends  in the 

growth o f  urban population.



I n d i a ' s  urban population is growing at a fast rate  -  and 

t h i s  rate Is  I t s e l f  ris ing . This is  c l e a r  from the f igu re s  

presented in Table  2. 6. Increase in urban population^ owes I t s  

o r i g in  to three  major factors : natural increase in population,

r e c l a s s i f i c a t i o n  o f  e rs twh i le  rural sett lements Into urban, and 

massive rural-urban migratioa^- The las t  fac tor ,  namely, rural 

to urban migration (amd even urban to urban migration, i . e . ,  from 

sna l le r  towns to la r g e r  towns and c i t i e s )  has created a number o f  

problems in urban areas. These migrants are usually poor and 

unskil led  and mostly work ia the urban informal sector. They 

i o s t l y  res ide  in slums an*l squatter settlements.  While urbani

sation creates  many p.roblt. is. I t  has c e r ta in  pos i t ive  features. 

This is  ev ident from Table 2.7. One feature that c l e a r l y  emerges 

Is that  more urbanised states genera l ly  ind icate  a larger  share o f  

cheir  population in c i t i e s ,  as also in slums. So far as access to 

water supply and san i ta t ion  Is  concerned, a p os i t i v e  re la t ionsh ip  

is seen with the l e v e l  o f  urbanisation- This is a welcome feature. 

As the National In s t i tu t e  o f  Urban A f f a i r s  (NIUA) study r i g h t l y  

points  out that While urbanisation is helping the process o f  

economic development and soc ia l  change',  i t  goes on to lament that 

' i t  is not being managed properly '  and suggests that the planners 

should s e r ious ly  consider as to 'how to manage and administer the 

«;nerging forces  o f  urbanisat ion' .

Accord ing  to 1981 Census th e r e  were 3301 towns with
Q

v a r y in g  popu la t ion  s i z e s  . Table  2.8 g i v e s  an idea o f  the 

d is t r ib u t ion  o f  towns and population by s i z e  o f  town. From Table

2.8 we see that towns with population o f  over a lac had s ix ty  per 

cent o f  the urban population. I t  Is however c lear  that towns o f  

a l l  s i ze s  are experiencing rapid urban growth, although Class I 

and Class VI type towns show higher growth rates.  I t  may be worth



pointing out that Class I type c it ie s  went up from 148 in 1971 to 

218 in 1981, and within them the number o f metropolitan c it ie s  

(m illion  + ) increased from 9 to 12 and o f second level c it ie s  

(5,00,000-9,99,999) from 12 to 30. At present there are almost 20
Q

c i t i e s  with over one m i l l ion  population . As a lready pointed out 

that i t  is usually  the large towns and c i t i e s  which, because o f  

the employment opportunit ies  they o f f e r ,  are the ones with large  

slum population. To I l lu s t r a t e  th i s ,  towns with a population o f  

over one m i l l i o n  (as per 1981 Census) had a slum population o f  

30. 78 per  cent  when compared to  10.66 per cent  in towns with 

population o f  less  than 1,00,000 and 18.93 per cent in towns with 

population between 1,00,000 and one m i l l ion .  Among the major 

reasons f o r  high slum population, mention may be made o f  high land 

pr ices  gen e ra l l y  beyond the reach o f  most migrants. This compels 

these people to squat on any a va i la b le  public or pr ivate  vacant 

land. Once s e t t l e d ,  i t  becomes p o l i t i c a l l y  a v o l a t i l e  problem. 

Most encroachments are o f  course on land which to begin with i s  on 

the p e r ip h e r y  but subsequent ly  g e t s  i n t e g r a t e d  in to  the c i t y  

boundary, o r  on land ly ing  unattended -  whether in green be l t  or 

earmarked as pro jec t  land for  some future development. In many 

s i tua t ions ,  part o f  the construction labour continues to remain 

l i v i n g  on the s i t e ,  par t ly  because they serve the in teres ts  o f  the 

community around the s i t e .  Since these drop outs and other slum 

dwel lers  are usually  l i v i n g  on land on which they do not have any 

leg i t im ate  r i gh t ,  they seldom have the incent ive  to construct 

durable s tructures ,  mainly because o f  the threat  o f  being f o r c ib ly  

moved out ( o r  bulldozed) by lo c a l  governments. Besides, th e i r  

unusually low incomes make i t  d i f f i c u l t  for them to think ,in terms 

o f  any meaningful Investment in housing. The s i t ' s  they squat do 

not have any c i v i c  aminit ies  and other serv ices  or in fras truc ture ,  

and they are compelled to l i v e  in most unhealthy, and unhygenic 

condit ions.  The whole environment i s  h ighly  'conducive '  to the



growth o f juven ile delinquency and crime. As stated, the problem 

is  far more acute In large towns and c it ie s  and require urgent 

attention.

To summarise, r u ra l  p o v e r t y  and vast  employment 

potent ia l  o f  urban areas (-especia l ly  large  towns and c i t i e s )  have 

led to massive rural to urban, and urban to urban migration. The 

result has been large  slum and squatter  population with, hardly 

any meaningfu l  s h e l t e r  f o r  th i s  p o p u la t i o n .  A lso  to reduce 

fu r th e r  d e n s i f i c a t i o n  o f  l a r g e  towns and c i t i e s  with i t s  

consequent problems o f  slums and squatters ,  i t  is import.int that 

e f f o r t s  a re  made to d eve lop  sma l ler  towns. Th is  can be done 

through prov is ion o f  in frastructure  and c rea t ion  o f  employment 

opportunit ies in small and medium towns. Ue must however emphasise 

the f a c t  tha t  the phenomenon o f  m ig r a t i o n  i s  ju s t  one f a c t o r  

contr ibut ing o f  urban population and indeed as we saw natural 

increase fac tor  i t s e l f  is  an equally  important contr ibutor  to the 

growth o f  urban population (being 41.25 per cent when compared to 

40. 13 per cent due to migrat ion) .



S e e  S h e l t e r  S t r a t e g y  -  U S A ID  1989 and D e v e n d ra  B. G u p ta  -  
U rb a n  H o u s in g  I n  I n d i a ,  S t a f f  W o r k in g  P a p e r  7 3 0 , W o rld  Bank, 
1985.

T h e  s h a r e  o f  l a n d  c o s t  t o  t o t i l  h o u s i n g  c o s t  h a s  b een  
s t e a d i l y  r i s i n g .

L a r g e  c h u n k s  o f  l a n d  a r e  know n to  be u n d e r  d i s p u t e  and 
re m a in  i d l e  -  and i n  many c a s e s  e n c r o a c h e d  by m i g r a n t s .

S e e  Gu t a ,  D e v e n d r a  B. , U r b  —: H o u s i n g  i n  I n d i a ,  S t a f f
W orkin? P a p e r  7 3 0 ,  W o rld  B a n k , l '^5.

P e r h a p -  h o u s in g  h a s  so f a r  been y and l a r g e  r e g a r d e d  a s  a 
p a r t  n s o c i a l  s e c t o r  w ir b  l i t t l e  ecortonHc e f f o r t .  H o w ever, 
a morac-'.t's r e f l e c t i o n  would  show t h a t  h o u s i n g  c a n  r e a l l y  
c o n t r : V ; t e  to  e co n o m ic  a c t i v i t y ,  d e l u d i n g  em ploym ent. Cr.ce 
t h i s  i s  r e a l i s e d ,  s u r e l y  t h e  p l a n n e r s  w ould  h e s i t a t e  l i t t l e  
to  r a v e  th e  p la n  o u t l a y s  on h o u s i n g .

As c o - : red to  an urban, p o p u l a t i o n  o f  n e a r l y  160 m i l l i o n  i n  
1 9 8 1 , th e  u rb a n  p o p u l a t i o n  by th e  t u r n  o f  t h e  c e n t u r y  i s  
e x p e c t e d  ;o  be an yw h e re  between J 4 0  m i l l i o n  and 3 50 m i l l i o n  
p e r s o n s .

C o n t  r i b * : c i o n  d u e  c j  n a t u r a l  i n c r e a s e ,  m i »» ra  t i o n  and 
r e c l a s s  i l i c a t  io n  was 4 1 . 2 5  p e r  c e n t ,  4 0 . 1 3  p e r  c e n t  and 
1 8 .6 0  p e r  c e n t  r e s p e c t i v e l y .

C l a s s  I tow ns w i t h  a p o p u l a t i o n  o f  o v e r  1 , 0 0 , 0 0 0  p e r s o n s  and 
o v e r  a r e  d e s i g n a t e d  c i t i e s  i n  th e  I n d i a n  C e n s u s .

By 2 0 0 1 , a lm o s t  40  c i t i e s  i n  I n d i a  w i l l  h a v e  a p o p u l a t i o n  
o f  o v e r  one m i l l i o n .



In ves fc n t in Housing During D ifferent Plan Periods

F i v e  Y e a r  
P l a n s

In v e s t m e n t  i n  h o u s in g  
a s  p e r  c e n t  o f  t o t a l  
in v e s t m e n t  i n  t h e  
economy

S h a r e  o f  p u b l i c  
in v e s t m e n t  in  
h o u s in g

T o t a l  i n v e s t 
ment in  h o u s in g  
( R s in  c ro r e )

I F l a n 34 21. 7 1150
I I P la n 19 2 3 . 0 1300

I I I P la n 15 27. 4 ’ 5 50
IV P la n 12 22. 3 1800

V P la n 10 22. 3 -.680
V I P la n 7. 5 11. 5 : : ? 9 i

V I I 9. 0 7. 8 00

S o u r c e s :  1. Landbook o f  s t a t i s t i c s ,  1 9 8 2 -8 3 ,  
.BO, New D e l h i .

2. F i v e  Y e a r  P l a n s  o f  I n d i a ,  New 
D e l h i .

3. D r a f t  H o u s in g  P o l i c y ,  May, 1990.

TABLE 2.2 

Decennial Growth Rate (Percentage )

Y e a r P o p u la t  Lon H o u s e h o ld s  H o u s in g  u n i t s

1 951-61 21. 7 1 3 .7  2 3 . 0
1961-71 24. 8 1 6 .3  1 4 .7
1971-81 25. 0 26. 3 2b. 0

S o u r c e s : 1. H a n d b o o k  o f  S t a t i s t i c s  
1 9 8 2 -8 3 ,  NB0, New D e l h i .

I
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Onp«Tnnpy Ratios in Different Sized Units and Percentage Distribution of 
------ HfluatfkJda T f  Size 6f D ually  TJniE Ooayled--------------------

Average .‘in h e r  o f  Persons Berceitage o f  Households

Urban Total » Trban Total

1961 1971 1961 1971 1961 1971 1961 L97L

1. Che room 4. 17 4.57 4. 35 4.67 53.05 50. 10 49.0 47. 82

2. ?«*> rooms 2.69 2.86 2.63 2. #* 4. 66 26.93 26. 43 2a  17

3. 7nree rooms 2.06 2. 18 2.01 2. 18 1U. 29 LI. 42 11.31 12.00

4. Four ram s 1.7J 1. S3 1.69 1.H3 5.35 5. 71 5.85 5.9b

i Five  o r  more noons 1.28 1. 34 1.29 1. 39 3. 76 5. 64 5.9b 5. %

6. Unspecified rtinher 
o f  roans

0. S3 0.07 1.33 0.03

Sources: 1- Ihnribook o f  S t a t i s t i c s ,  19ft3, 
NBG, .'*3w Delhi.

2. Census o f  L id ia  1%1 and 1971.



Cmpnnit Ion of National Housing Stock

(Mi LI Ion umbers)

f\icca Semi-
pixca

Se rv i
ceable
kutcha

Unservi
ceable
kutcha

Total

1%1
Urban 6.3 4.9 - 2.9 14.1

(44.7) (34. 7) (20.6) (100.0)
Rural 12.1 23.1 21.9 a o 65. 1

(18.6) (35. 5) (33.6) (12.3) (100.0)
Total ia4 2 a  0 21.9 10.9 79.2

(23.2) (35.4) (27.7) (13.7) (100.0)

1971
Urban 11.8 4.3 - 2.4 1&5

(63.8) (23.2) (13.0) (100.0)
Rural 14.1 27.9 24.4 a o 74.4

(19.0) (37.4) (32. 8) (10.8) (100.0)
T ota l 25.9 32.2 24.4 10.4 92.9

(27.9) (34. 7) (26.3) (11.1) (100.0)

1980*
Urban 15.8 5.7 - 2.0 23.5

(67.2) (24.3) (a 5) (100.0)
Rural 16.1 32.0 27.9 7.9 83. 9

(19.2) 0 &  1) (33.0) (9 .4) aoao )
Tota l 31.9 37. 7 27.9 9.9 107.4

(29.7) (35.1) (26.0) (9 .2) (100.0)

1985*
Urban 1&0 6. 5 - 1.8 26.3

( 6 a  4) (24. 7) (6. 8) (100.0)
Rural 17.3 34.2 29.9 7.3 89.2

(19.4) ( 3 a  5) (33.5) (8.7) (100.0)
Total 35.3 40.7 29.9 9.6 115. 5

(30.6) (35.2) (25.9) {J. ■') (100.0)

•k
Notes: NBO estimates Sources: 1. G’jifus o f  IrriLa, 1961,

1971.
Figures in  pareitlieses
are-per cent o f  total. 2. 'J10 (1980).



TABS 2.5 

Vfl (Base 1970-71)

All canaodlties Canon t Bar and Rods Wood Brick

Per cent change Pbr c a i t  change Per cent change Per cent change Per cent change

1975-76 173.0 173.5 203.3 163. 1 291.2

1976-77 176.8 2.20 173.6 82 20& 1 2.36 160.4 -1.66 344.4 i a 2 7

1977-78 185.8 6.09 176.8 4 20a3 a  10 178.9 11.53 299.6 -13.01

1978-79 185.8 0.00 136. 6 ' .20 241.6 15.99 192. 9 7.83 314.2 4. 87

1979-80 217.6 17. 12 229.4 . . ;j8 315. 1 30.42 219.: 13.63 351.5 11.87

1980-81 257.3 i a 2 4 233.0 57 324.1 2. 86 2&6. 4 21.53 416.2 1&41

1981-82 281.3 9.33 269. 9 401.6 23.91 299.8 1154 469.1 12. 71

1982-83 288.7 2.63 364.6 > 3. 09 401.6 0.00 313. 1 4. 44 556.0 i a 5 2

1983-84 316.0 9.46 421. 9 '.5. /2 492.8 22. 71 34a 3 11.24 700. 5 23.99

1984-85 33& 4 7.09 4q3. 7 9. Vi 539.4 9.4b 3o9. 3 6.03 862.6 23. 14

1985-86 357.8 5.73 493.8 6. .9 581.0 7. 71 384. 1 4.01 762.5 -11.60

1986-87 376.8 5. 31 470. 6 -4. 70 581.0 0.00 3h5. 4 0. 34 867.4 13. 76

1987-88 405. 1 7. 51 476. 3 . el 602.8 3.75 3 92. 3 1. 84 m .  5 3.59

Armml change from 8. 6 
1970-71 to 1987-88

9.6 11.2 8.4 L3.8



Growth Rates o f Urban Population

Year Per cent o f  urban 
population to to ta l  
populat ion

Decadal urban 
growth rate 
(Per  cent)

1951 17. 29 41.43
1961 19. 97 26.41
1971 19. 90 38. 23
1981 23. 31 46. 39

Source: Census o f Lnd ia , 1981.

TABLE 2. 7

Corre la tes  o f  the Leve ls  o f  Urbanisation by States-1981

Corre lates  Coe f f i c ien t  o f
cor re la t ion  
with the l e v e l  
o f  urbanisation

Urban access to water supply (1985) 0. 71
Share o f  c i t i e s  in urban population (1981) 0. 69
Urban access to sanitat ion 0. 69
Secondary sector  (1981-82) 0. 69
Per cap ita  net nat ional product (1981-82) 0. 65
T e r t ia r y  sector  (1981-82) 0. 61
Urban l i t e r a c y  rate  (1981) 0. 58
Slum population (1981) 0. 29
Population (1981) 0. 09
Area (1981) 0. 09
Primary sector  (1981-82) -0. 77
Per cap i ta  expenditure on public administrat ion -0. 4b
and other serv ices  (L981-82)
Urban death rate  (1982.) -a. 34
Urban poverty (1983-84) -0. 34
Urban b ir th  rate  (1982) -0. 29

S o u r c e :  S ta te  o f  I n d i a ' s  U rb an isa t io n ,
National In s t i tu t e  o f  Urban A f fa i r s ,  
New Delhi.



Distribution  o f Towns and Population by Size o f Toro

Town type Number Per cent Growth rate
o f  o f  popula- (197 1—198L)

towns t ion

1. 1 . 0 0 , COO 218 60. 5 41. 51

2. 50 0 0 - 9 9 , 9 9 9 270 L I .  5 36. 97

3. 2 ' ) . jOO-4 9 , 999 743 14. 3 39. 10

4. 1 0 , 0 0 0 - 1 9 , 9 9 9 1059 9. 5 35. 37

5. 5 , 0 0 0 - 9 , 9 9 9 758 3. 6 36. 86

6. L e s s  t h a n  5 ,0 0 0 253 0. 5 40. 07

TOTAL 3301

Source: Census o f  India, 1981.



SOCIO-ECONOMIC PROFILE OF URBAN POOR

3 .I Introduction

I n  e v o l v i n g  a v i a b l e  h o u s i n g  f i n a n c e  s y s t e m  f o r  a 

p a r t i c u l a r  co m m u n ity  o r  c l a s s  o f  c o m m u n it i e s ,  i t  i s  u s e f u l  to  h a v e  

an  i d e a  a b o u t  t h e i r  a f f o r d a b i l i t y .  I n  t h i s  : h a p t e r  an a tte m p t i s  

t h e r e f o r e  made to a n a l y s e  t h e  i n c o m e ,  c o  : s u m p t i o n  and s a v i n g  

b e h a v i o u r  o f  t h e  low  incom e h o u s e h o ld s .  In:. > r - a l i a ,  a s s e t  s t a t u s ,  

in d e b t e d n e s s  and o c c u p a t i o n a l  p a t t e r n  o f  t h o s e  h o u s e h o ld s  a r e  a l s o  

a n a l y s e d .  B e s i d e s ,  an  a t te m p t  i s  made to  a:.; i e s s  t h e i r  p e r c e p t i o n s  

i n  r e g a r d  to  t h e  p r i o r i t y  a c c o r d e d  to  home o w n e r s h ip .  To c a r r y  

out t h e  a n a l y s i s ,  we h a ve  l a r g e l y  r e l i e d  on e x i s t i n g  i n f o r m a t i o n  

c o l l e c t e d  by th e  N a t i o n a l  Sair.ple S u r v e y  O r g a n i s a t i o n  ( c o n s u m p t io n  

e x p e n d i t u r e  s u r v e y s ) ,  R e s e r v e  Bank o f  I n d i a  ( A l l  I n d i a  Debt and 

I n v e s t m e n t  S u r v e y ) ,  I n d i a n  M arket  R e s e a r c h  B u re a u  ( IM R B ) ,  I n d i a n  

L a b o u r  B u re a u  ( F a m i l y  Budget S u r v e y s )  and th e  N a t i o n a l  L n s t i t u t e  

o f  Bank Management (N IB M ). The a n a l y s i s  h a s  been su p p le m e n te d  by 

a s p e c i f i c  s u r v e y  o f  D e l h i ' s  low  incom e h o u s e h o ld s  e s p e c i a l l y  

t h o s e  l i v i n g  in  s l u m s / s q u a t t e r  s e t t l e m e n t s .  t lach o f  t h e s e  d a t a  i s  

a n a l y s e d  s e p a r a t e l y .  An a t te m p t  i s  th e n  mad'? to  c o n s t r u c t  a b ro a d  

s o c i o - e c o n o m i c  p r o f i l e  o f  t h e s e  h o u s e h o l d s  w i t h  a v i e w  t o  

e v e n t u a l l y  e v o l v e  a h o u s i n g  f i n a n c e  s y s te m  w h ic h  i s  a p p r o p r i a t e  to  

t h e  n e e d s ,  p e r c e p t i o n s  and c i r c u m s t a n c e s  o f  t h e s e  h o u s e h o ld s .



Before we descr ibe  the features o f  the urban poor as 

revealed by each survey, i t  i s  in order to  b r i e f l y  ind icate  the 

dimensions o f  poverty in  India. Also the a f f o r d a b i l i t y  c r i t e r i a  

used by the  government f o r  p r o v id in g  housing to low Income 

households are b r i e f l y  indicated.

3.2 Urban Poverty

As a l r e a d y  in d ic a t e d  Ind ia  is  a poor coun try  w ith  a 

la rge  part o f  i t s  popu la t ion  work ing in in fo rm a l  s e c t o r .  In 

1984-85, near ly  37 per cent o f  In d ia 's  population l i v ed  below the 

pove r t y  l i n e .  This percentage  is  27.7 f o r  urban areas .  At 

1984-85 p r ic e s ,  the poverty l in e  for  urban households was Rs 122 

per cap ita  per month for  urban areas (o r  Rs 7,300 per household 

per annun). While the incidence o f  poverty has decl ined over the 

period, the per capita consumption has hardly  shown any r ise .  For 

example, during 1977-78 and 1983-84 (both expressed in 1983-84 

p r i c e s ) ,  the urban consumption expenditure rose from Rs 158 to Rs 

164, a mere 0.6 per cent r ise  a year. I t  is  in order to point out 

that while  the incidence o f  poverty is g rea te r  in rural areas, the 

nature o f  poverty in urban areas is somewhat d i f f e r e n t .  In rural 

a reas ,  at l e a s t  in pe r iods  o f  a g r i c u l t u r a l  p r o s p e r i t y ,  the 

s i tuat ion  is  not a l l  that depressing. In urban areas, however, a 

large part o f  population continues to l i v e  in abject  poverty from 

one year to another. The s i tuat ion  is p a r t i cu la r l y  deplorable  in 

large tcwns and c i t i e s ,  e sp e c ia l l y  the metropoli tan ones where 

over one th i rd  o f  c i t y ' s  population is e i t h e r  pavenent dwe l le rs  or 

l i v i n g  in slums and squatter set t lements1. Their  earnings are 

g en era l ly  i r regu la r  and low [according to National In s t i tu te  o f  

Urban A f f a i r s  (NIUA) survey o f  slums, 1987-88, two th ird  o f  slum 

households had incomes rang.ing from Rs 300 to Rs 900 with median



Income o f  Rs 721 per month]. These people are g en e ra l l y  unskil led

labourers  or s e m i - s k i l l e d  workers and a re  most ly  engaged in

informal a c t i v i t i e s  . Their  savings, i f  any, are a lso low. One

reason fo r  low savings may perhaps be the n o n -a va i l a b i l i t y  o f

saving Instruments appropriate to the nature o f  th e i r  earnings.

Most people l i v i n g  in slums and squatter sett lements are general ly
•1

from rural areas and/or small towns , and they ind icate  on one 

hand the employment po ten t ia l  o f  such urban areas,  and on the 

other, the incidence o f  rural poverty^.

3.2.1 Scheduled Castes and Tr ibes :  Apart from a h ighly  skewed

d i s t r i b u t i o n  o f  incomes, a s i g n i f i c a n t  f e a tu r e  o f  the Indian 

soc ia l  scene i s  the exis tence o f  a la rge  population o f  Scheduled 

Castes and Scheduled T r ib es5. These people are g en e ra l l y  poor and 

have a high incidence o f  i l l i t e r a c y .  Since they are genera l ly  

d i s c r im in a ted  a g a in s t ,  the Ind ian C o n s t i t u t i o n  has prov ided  

ce r ta in  safeguards^, and the government p o l i c y  has been to provide 

them with opportun it ies  to l e v e l  up with the rest o f  the socie ty .  

In formulating var ious p o l i c i e s ,  with focus on economic-social 

upli f tment o f  people, due a ttent ion is  paid to devise special

programmes for  the poor and s o c ia l l y  depressed classes.

3.2.2 Incoae C r i t e r ia  f o r  Housing: In the context o f  de fin ing

the poor and economically weaker sect ions o f  the soc ie ty  apart 

from fo rm u la t ing  s p e c i a l  schemes f o r  Scheduled Castes  and

Scheduled Tribes,  the Government also uses the income c r i t e r i o n  

f o r  defin ing . e l i g i b i l i t y  for  soc ia l l y -o r i en ted  programmes. For 

th is ,  the basis is usually  the fo l lowing HUDCO c l a s s i f i c a t i o n :



Category Monthly household 
income ( R s )

1. E c o n o m i c a l l y  W eaker S e c t i o n  (EW S) Below 700

2. Low Incom e G roup  ( L I G )  700 -  1500

3. M i d d l e  Incom e G roup  (M IG )  1501 -  2500

4. H i g h  In co m e  G roup  ( H I G )  Above 2500

T h e  a b o v e  incom e l e v e l s  f o r  v a r i o u s  c a t e g o r i e s  do g e t  

r e v i s e d  t a k i n g  i n t o  a c c o u n t  t h e  p r i c e  c h a n g e s .

3-3 Socio-Economic P ro file

We now o u t l i n e  b r i e f l y  t h e  in c o m e , c o n s u m p t io n ,  s a v i n g s ,  

a s s e t  and i n d e b t e d n e s s  s t a t u s  o f  u rb a n  h o u s e h o ld s  i n  I n d i a  b ase d  

on v a r i o u s  s u r v e y s .  F i r s t  t h e  r e s u l t s  o f  t h e  A l l  I n d i a  Debt and 

I n v e s t m e n t  S u r v e y  ( A I D I S )  a n d  t h e  N a t i o n a l  S a m p le  S u r v e y  

O r g a n i s a t i o n  ( N S S 0 )  a r e  p r e s e n t e d .  T h i s  i s  f o l lo w e d  by an  a n a l y s i s  

o f  f a m i l y  b u d g e t  s u r v e y  d a t a  c o n d u c t e d  by I n d i a ' s  L a b o u r  B u re a u .  

T h i s  i s  d o n e  f o r ,  s e v e n  sa m p le  i n d u s t r i a l  c i t i e s .  As t h e  h o u s i n g  

p r o b le m  i s  a c u t e  i n  m e t r o p o l i t a n  c i t i e s ,  t h e  LMRB d a t a  i n  r e s p e c t  

o f  12 m e t r o p o l i t a n  c i t i e s  i s  a l s o  a n a l y s e d .  We a l s o  a n a l y s e  

N a t i o n a l  I n s t i t u t e  o f  Bank Management (NIBM ) d a t a  on h o u s e h o ld  

s a v i n g s  a s  t h i s  h a s  im p o r t a n t  b e a r i n g  on th e  n a t u r e  o f  l e n d i n g  

i n s t r u m e n t s .  F i n a l l y ,  t h e  r e s u l t s  o f  o u r  f i e l d  i n v e s t i g a t i o n  o f  

low in c o m e  h o u s e h o ld s  o f  D e l h i  a r e  p r e s e n t e d .



3.3.1 A ll  India Debt and Investaent Survey and national Sample 
Surveys

3.3.1.1. Expenditure Patterns: From the view point o f  she l te r

p o l i c y ,  it  would be a p p ro p r ia t e  to g i v e  the d i s t r i b u t i o n  o f  

households by expenditure c lass- The relevant data Is provided in 

Table 3.1 based on National Sample Survey [NSS (1983)]  expenditure 

data. Froa th is  tab le ,  we f ind that nearly  12-15 per cent o f  

t o ta l  household expenditure is  devoted to housing, including on 

rent. The rent f o r  the owner occupied houses is also imputed. The 

maximum f e a s ib le  rent as indicated in the tab le  is  broadly in 

accordance with the norms adopted by the Planning Commission to 

work out the a f f o r d a b i l i t y  l im i t s  o f  house cost.

3 .3 .1 .2  Asset and Saving Patterns: Nearly one fourth o f  Ind ia 's

households are res id ing  in urban areas o f  which 33 per cent are 

estimated to belong to the self-employed category,  the remaining 

are in the non-self-employed category. According to the A l l  India 

Debt and Investment Survey, 1981-82, (he re ina f t e r  ca l led  AIDIS), 

as on 30.6.1981, the average value o f  a l l  items o f  assets owned by 

a urban household was Rs 40,573. Within the urban sector,  the 

average asset o f  a self-employed household was higher compared to 

that o f  the non-self-employed (Rs 55,320 and R.j 33,457). Another 

in te res t ing  feature o f  asset holding o f  urban households is  the 

concentration o f  over 70 per cent o f  the assets with top 25 per 

cent o f  the household. This is evident from Table 3.2.

Analysing the asset compos it  ton , we find bui lding is the 

most important asset  with i t s  share o f  36 per cent in the to ta l  

value. Land is a c lose second with a share o f  a l i t t l e  over 32 

per cent o f  the t o ta l  value o f  urban assets. Furth,er, f inanc ia l



and consumer durab le  a sse ts  are a lso  important in  the asset  

portfo lio  o f urban households. Table 3.3 gives an idea about the 

pattern o f assets o f urban households.

3.3.1.3 Indebtedness: So f a r  a s  In d e b t e d n e s s  i s  c o n c e r n e d ,  i n

p e r  c e n t  t e r m s ,  1 7 .3 6  p e r  c e n t  h o u s e h o l d s  w ere i n  d e b t  w i t h  an 

a v e r a g e  d e b t  o f  R s  5 , 9 3 0 .  The a g g r e g a t e  d e b t - a s s e t s  r a t i o  was 2 . 5  

f o r  u rb a n  h o u s e h o ld s  ( n o t  much o f  a d i f f e r e n c e  i s  o b s e r v e d  betw een 

th e  s e l f - e m p l o y e d  and n o n - s e l f - e r a p l o y e d ) .

I t  w o u ld  be w o r t h w h i l e  to  b r i e f l y  a n a l y s e  t h e  c a s h  d e b t

o u t s t a n d i n g  a c c o r d i n g  t o  c r e d i t  a g e n c i e s  s i n e ; i t  t e l l s  u s  o f  th e

e x t e n t  o f  r e l a t i v e  d e p e n d e n c e  o f  t h e  househi.. . ! s  on i n s t i t u t i o n a l  

and n o n - i n s t i t u t i o n a l  s o u r c e s  f o r  t h e i r  c r e d i t  n e e d s .  T a b l e  3 . 4  

r e p r o d u c e d  f r o m  A I D I S  ( 1 9 8 1 - 8 2  ) p r o v i d  -s t h e  p e r c e n t a g e  

d i s t r i b u t i o n  o f  c a s h  d u e s  o u t s t a n d i n g  by c r e d i t  a g e n c y .  I t  shows 

t h a t  n e a r l y  60 p e r  c e n t  o f  t h e  c a s h  d e e s  o ;  h o u s e h o l d s  a r e  from 

i n s t i t u t i o n a l  s o u r c e s ,  c o o p e r a t i v e s ,  c : m u  r c  i a l  b a n k s  arid  

Governm ent b e in g  th e  t h r e e  im p o r t a n t  i n s t i t u t i o n s .  Among n o n -  

i n s t i t u t i o n a l  s o u r c e s ,  h o u s e h o l d s  r e l i e d  a o r e  on f r i e n d s  a n d  

r e l a t i v e s  f o r  c r e d i t  f o l l o w e d  by p r o f e s s i o n a l  noney l e n d e r s .  An 

i n t e r e s t i n g  f a c t  r e v e a l e d  by A I D I S  ( 1 9 8 1 - 8 2 )  i s  t h a t  n e a r l y  60 p e r  

c e n t  o f  c a s h  d e b t  i s  f o r  p r o d u c t i v e  p u r p o s e s .

3 . 3 .  1 . 4  M o r t g a g e :  To a v a i l  o f  t h e  c r e d i t  f a c i l i t i e s  a r o u n d  45

p e r  c e n t  o f  u r b a n  h o u s e h o l d s  p r o v i d e d  p e r s o n a l  g u a r a n t e e s  and 

a n o t h e r  27 p e r  c e n t  m o rtg a g e d  im m o vab le  p r o p e r t y .  O n ly  a b o u t  3 to  

4 p e r  c e n t  o f  th e  t i o u s e h o l d s  o f f e r e d  j e w e l l e r y  and o r n a m e n t s  a s  

s e c u r i t y .  S h a r e s ,  s e c u r i t i e s  an d  I n s u r a n c e  p o l i c i e s  a r e  o f f e r e d  

a s  s e c u r i t y  by  n e a r l y  3 . 2  p e r  c e n t  u rb a n  h o u s e h o ld s .



3 .3 .1 .5  S u aaa r ls in g : We find that preference for productive

assets  is  h igher among urban households. Among other assets  

Importance o f buildings is  greater as it s  share i s  over 35 per 

cent in total asset holdings. Also as expected, urban households 

show considerable  preference for  consumer durables and f inancia l  

assets in th e i r  asset p o r t f o l i o .

3.3.2  Socio-Econoaic P r o f i l e  o f  the Poor (Based on Easi ly  Budget 

Surveys o f  Labour Bureau):  We have so fa r  analysed household

incomes and savings behaviour employing National Sample Survey and

AIDIS data. There is another important source o f  income data, 

which is  c o l l e c ted  by the Labour Bureau (1980-81) for  industr ia l  

workers in connection with the construction o f  cost o f  l i v in g  

indices. Since industr ia l  workers const i tu te  an important segment 

o f  the low income households, an attempt is  made in th is  section 

to b r i e f l y  analyse th e i r  socio-economic p r o f i l e .  We have taken 

only seven c i t i e s  for  th is  purpose. The seven c i t i e s  are :  Agra, 

Dar jee l ing,  Kanpur, Howrah, Bangalore, Nasik and Jaipur. The

Family Budget Survey data 1980-81 is  used for th is  purpose. The 

sample included industr ia l  workers fam i l ies  having 5<7 per cent or 

more o f  th e i r  income from manual work during the re ference period 

b e long ing  to 7 s e c t o r s  o f  employment, namely, r e g i s t e r e d  

f a c t o r i e s ,  mines, p l a n t a t i o n ,  por ts  and docks,  e l e c t r i c i t y

generat ing and d is t r ibu t in g  establishments, public motor transport 

undertakings and railways. The analys is  is  confined to workers'  

fam i l i e s  education status, income l e v e l s ,  expenditure pattern and 

more importantly incomes spent on housing and indebtedness.



3.3.2.1 Workers by Sex and Age (Child/Adult): The estimated

number o f  workers, which includes women and ch i ld  workers, showed 

wide in t e r  c i t y  v a r i a t i o n s  rang ing  between 20,622 in  Agra t o  

2,53,685 I n  Bangalore .  Th e  s h a r e  o f  women w o r k e r s  In t o t a l  

employment I s  r a t h e r  low  e x c e p t  I n  D a r j e e l i n g  w here women w o r k e r s  

a r e  more t h a n  men w o r k e r s  ( S e e  T a b l e  3.5) .

The s a m p le  c o n s i s t s  o f  b o th  r e g u l a r  and c a s u a l  w o r k e r s .  

The p r o p o r t i o n  o f  r e g u l a r  w o r k e r s  when co m pared t o  c a s u a l  w o r k e r s  

i s  l a r g e r  i n  a l l  t h e  c i t i e s ,  r a n g e  b e in g  between 7 5 .9 4  p e r  c e n t  

i n  A g ra  t o  9 9 .0 6  p e r  c e n t  i n  J a i p u r .

3 .  3 .  2 . 2  L i t e r a c y  L e v e l s :  I n f o r m a t i o n  r e l a t i n g  to  l i t e r a c y  i s

r e p o r t e d  i n  r e s p e c t  o f  e a c h  member o f  th e  f a m i l y .  T h e  l e v e l s  o f  

l i t e r a c y  among p e o p le  a r e  p r e s e n t e d  in  T a b l e  3 . 5 .  A l l  members 

a g e d  5 y e a r s  and above  h a v e  been t a k e n  I n t o  a c c o u n t .  I t  i s  seen  

t h a t  e x c e p t  B a n g a l o r e  and NTa s i k  35 p e r  c e n t  to  50 p e r  c e n t  p e o p le  

a r e  i l l i t e r a t e .  I n c i d e n c e  o f  i l l i t e r a c y  i s  h i g h e s t  i n  H o w rah, 

( 5 0 . 9  p e r  c e n t )  w h i l e  i n  A g r a  and D a r j e e l i n g  i l l i t e r a t e s  a c c o u n t e d  

f o r  4 2 . 2  p e r  c e n t  a n d ° 4 8 .  07 p e r  c e n t  r e s p e c t i v e l y .  T h e  g r  a d u a te s  

w e re  r e p o r t e d  t o  be  h i g h e s t  ( 3 . 0 3  p e r  c e n t )  i n  A g r a  w > i i l e  i n  

D a r j e e l i n g  none o f  t h e  h o u s e h o ld s  had e d u c a t i o n  u p t o  g r a d u a t e  

l e v e l .

3 . 3 . 2 . 3  F a m i l y  C o m p o s i t i o n  a n d  I n c o m e  P a t t e r n s :  T a b l e  3 . 5

p r e s e n t s  t h e  a v e r a g e  number o f  e a r n e r s ,  e a r n i n g  d e p e n d e n t s  and 

n o n - e a r n i n g '  d e p e n d e n t  p e r  f a m i l y .  I t  i s  i n d i c a t e d  t h a t  

D a r j e e l i n g  h a d  t h e  h i g h e s t  a v e r a g e  number o f  e a r n e r s  ( 1 . 6 8 )  p er 

f a m i l y .  The  b i g g e s t  .a v e ra g e  f a m i l y  o f  5 .4 8  members i s  r e p o r t e d  in  

N '.asik w h i l e  H o w ra h  r e p o r t e d  s m a l l e s t  . a v e r a g e  f a m i l y  o f  3 . 3 6  

members. The  a v e r a g e  m o n t h ly  incom e p e r  w o r k e r  ra n g e d  betw een Rs



254.28 In Darjeeling to Rs 697.06 in Nasik. As would be recalled  

that th is survey was conducted in 1980-81. Thus Incomes are at 

1980-81 prices. We know that for being e lig ib le  for socia lly  

oriented housing programmes the Government uses the incoae 

c r ite r ia  o f households. In this context, it  would be interesting 

to give the follow ing c lass ification  used by the ODA in 1980-81 

for it s  social housing schemes.

Name o f  the housing E lig ib i l i t y  c r ite r ia
scheme

1. EWS Scheme Household Income below Rs 600 p. i.

2. Janata Scheme Household income between Rs 600-1200 p.m.

3. LIG Scheme Household income between Rs 1200-2000 p.m.

Following th i s  c r i t e r i a  we f ind that  major i ty  o f  the 

workers, except those in Nasik, f a l l  into the EWS category which 

is the focus o f  our study. Using information r e la t in g  to average 

family s i z e  and average number o f  earners per fami ly ,  the average 

income per family  and per capita  per month income is*conputed for 

a l l  the c i t i e s .  The average income per family  i s  worked out to be 

below Rs 600 in three c i t i e s ,  namely, Agra, Dar jee l ing  and Howrah 

w h i l e  in  o t h e r  f o u r  c i t i e s  i t  ranged between Rs 702.26 to Rs 

1010.74. Per cap i ta  income ranged between Rs 93.48 in Darjeel ing 

to Rs 184 . 44 in Nasik. The reported incomes there fo re  suggest 

l i t t l e  scope for  add i t iona l  savings by households. Data re la t ing
»

to cu r ren t  s a v in g s  o f  the households  i s  not a v a i l a b l e  but 

information r e la t in g  to monthly expenditure o f  households suggest 

that household savings, i f  any, are very  low. However, a c learer  

p ic ture o f  households' economic status emerges on examining the 

d i s t r ib u t ion  o f  people by income c lasses  as presented in Table



3.6. Ic Is apparent from this cable ChaC a l i t t l e  over 2/3rd o f 

Che people In Agra, Darjeeling and Howrah f a l l  in Che incoae range 

o f  Rs 300-Rs 750 while in Kanpur more than 57 per cenC and in 

Jaipur l i t t le  l e s s  than 50 per cent p e o p l e  reported earnings in 

th is  in c o m e  r a n g e .  I n  t h e  o t h e r  tw o c i t i e s  m o d a l  i n c o m e  w a s  

c o a p a r a t i v e l y  h i g h .  In  B a n g a lo r e  35 p e r  c e n t  p e o p le  had e a r n i n g s  

b e t w e e n  R s  1 0 0 0 - 1 5 0 0 ,  1 9 . 6  p e r  c e n t  h a d  i n c o m e s  b e t w e e n  R s

7 5 0 -1 0 0 0  and 24 p e r  c e n t  r e p o r t e d  e a r n i n g s  betw een 3 0 0 - 7 5 0 .  U n l i k e  

o t h e r  c i t i e s  B a n g a lo r e  and N a s i k  r e p o r t e d  18 p e r  c e n t  p e o p le  e a c h  

i n  t h e  incom e ra n g e  o f  R s  1500 ar.d a b o v e .  I n  N a s i k  l i t t l e  l e s s  

th a n  l / 3 r d  r s p o r t e d  e a r n i n g s  b etw ee n  Rs L 0 0 0 —1500.

3 . 3 . 2 . 4  E x p e n d i t u r e  S t r u c t u r e  an d  B u d g e t :  D e t a i l e d  d a t a  r - a t i n g

t o  m o n t h ly  e x p e n d i t u r e  i s  u se d  l j  a n a ly s e  h o u s e h o ld s  e x p e n d i t u r e  

i n  r e l a t i o n  to  in c o m e  a n d  i n  g - n e r a l  to  s t u d y  c he p a t t e r n  o f  

e x p e n d i t u r e  o f  v a r i o u s  t y p e s  mor-; i m p o r t a n t l y  on h o u s i n g  w h ic h  i s  

e x p e c t e d  t o  g i v e  a c l u e  a b o u t  h o u s e h o l d s  a f f o r d a b i l i t y  f o r  

h o u s i n g .  E x p e n d i t u r e  f o r  th e  p u r p o s e s  o f  s u r v e y  was t a k e n  to  

r e p r e s e n t  e x p e n d i t u r e  on c u r r e n t  l i v i n g .  T h i s  c o m p r i s e s  o f  

c o n s u m p t io n  and n o n - c c n s u m p t io n  e x p e n d i t u r e .  C o n s u m p t io n  e x p e n d i 

t u r e  I n c l u d e d  a l l  p u r c h a s e s  r e l a t i n g  to  f o o d ,  c l o t h i n g ,  t r a n s p o r t ,  

e d u c a t i o n ,  r e c r e a t i o n ,  f u e l ,  e t c .  w h i l e  n o n -c o n s u m p n io n  e x p e n d i 

t u r e  c o n s i s t e d  o f  e x p e n d i t u r e  r e l a t i n g  to t a x e s ,  r e m i t t a n c e s  to  

d e p e n d e n t s ,  s u b s c r i p t i o n s ,  i n t e r e s t  p a i d  on l o a n s ,  e t c .  T h e  

c a p i t a l  o u t l a y s ,  i . e . ,  amount s p e n t  to  i n c r e a s e  t h e  a s s e t s  o r  

d e c r e a s e  th e  l i a b i l i t i e s  i s  ter:ned a s  d i s b u r s e m e n t s .  The a a i n  

h e a d s  o f  w h ic h  a r e  s a v i n g s  ( f i n a n c i a l ) ,  i n v e s t m e n t s  -  b o th  i n  

f i n a n c i a l  and p h y s i c a l  a s s e t s  -  and d e b t s  r e p a i d .



The structure o f household expenditure is  given in Table

3.7. I t  can be seen that  the average monthly consumption 

expenditure has been quite c lose  to the average monthly income per 

family. However in some c i t i e s  i t  is  even more than the average 

monthly income per family. On consider ing to ta l  expenditure the 

Budget showed a d e f i c i t  in the range o f  Rs 112.58 in Kanpur to Rs 

422.68 in Bangalore. Howrah is  the only  exception where d e f i c i t  

was rather small,  i . e . ,  Rs 21.32. The average to ta l  expenditure 

did not show any c l e a r  cut trend with average Income per family. A 

la r g e  part o f  the expend i ture  i s  devo ted  to food and r e l a t e d  

i tem s,  l e a v in g  l i t t l e  f o r  the non- food  items- As mentioned 

e a r l i e r ,  that t o t a l  outf low o f  money from a family consis ts  o f  

expenditure and cap i ta l  outlays whi le  cap i ta l  outlays consisted o f  

savings and investment and debts repaid. In the absence o f  a fu l l  

break-down o f  c a p i t a l  ou t la ys  the magnitude o f  sav ings  and 

Investments  i s  not known. However, the magnitude o f  d e f i c i t  

i n d i c a t e s  th a t  a l a r g e  part  o f  the c a p i t a l  ou t lays  has been 

probably devoted to repayment o f  debt , a la rge  part o f  which might 

have been ra ised fo r  consumption. To support current earnings 

households may e i t h e r  borrow or l i q u i d a t e  t h e i r  a s se ts .  The 

information regarding asset holdings and how much o f  these was 

l iqu idated  is  not ava i lab le -  In view o f  the high incidence o f  

indebtedness i t  seems le s s  p lausib le  that the households had any 

major asset holdings.

3 .3 .2 .5  Expenditure on Housing: Expenditure on housing consists

o f  rent paid and house maintenance expenditure. From the view 

point o f  housing f inance po l ic y  i t  would be in teres t ing  to analyse 

household expend i tu re  on housing as i t  g i v e s  an idea o f  

h o u seh o ld 's  a f f o r d a b i l i t y  f o r  housing.  The r e l e v a n t  data is 

provided in Table 3. 7. I t  is seen that the average expenditure on



housing per fami ly  ranges between Rs 30.87 In Agra to Rs 80.18 In 

Kanpur. From the v iew point o f  the sh e l t e r  po l ic y  i t  would be 

a p p r o p r i a t e  t o  g i v e  expen d i tu re  on housing as p r o p o r t i o n  o f  

h o u s e h o l d  i n c o m e .  We f i n d  that  a v e r a g e  h o u s e h o l d  h o u s i n g  

e x p e n d i t u r e  was o n l y  ab o u t  6 p e r  c e n t  o f  Incom e I n  A g r a ,  N a s i k ,  

H o w r a h ,  J a i p u r  an d  B a n g a l o r e  w h i l e  I n  D a r j e e l i n g  and K a n p u r  

h o u s e h o l d s  on an a v e r a g e  devoted 8 . 4  p e r  c e n t  and 1 1 .4  p e r  c e n t  o f  

t h e i r  in c o m e s  on h o u s i n g  r a s p e r t i v e l y .  M a in t e n a n c e  e x p e n d i t u r e  i s  

g e n e r a l l y  lo w ,  r a n g i n g  between R s  l  t o  Rs 6 ,  e x c e p t  i n  K a n p u r  

w h ere  m a in t e n a n c e  e xp e  : d i t u r e  a c c o u n t e d  f o r  n e a r l y  h a l f  o f  th e  

t o t a l  h o u s i n g  e x p e n c 4 . : u r e  -  w h i c h  i s  p r o b a b l_ .  b e c a u s e  o f  lo w  

q u a l i t y  o f  d w e l l i n g s .  . .-cponditure  on h o u s i n g ,  hi - i v e r , a p p e a r s  to  

be w e a k ly  r e l a t e d  w i t '  In co m e s. About 5 . 8  p e r  ^ c n t  o f  h o u s e h o ld  

c o n s u m p t io n  e x p e n d i t u .  v i s  d e v o t e d  to  h o u s i n g  i n  a l l  t h e  c i t i e s  

e x c e p t  i n  K a n p u r  vlieri.- h o u s i n g  e x p e n d i t u r e  a c c o u n t e d  f o r  a l i t t l e  

o v e r  12 p e r  c e n t  o f  t o : a l  h o u s e h o ld  c o n s u m p t io n  e x p e n d i t u r e .

3.3 .2 .6  Indebtedness/Interest Rates/Nature o f  Secur i ty :  W h ile

d i s c u s s i n g  t h e  s t r u c t u r e  o f  h o u s e h o ld  e x p e n d i t u r e  i t  h a s  been 

m e n t io n e d  e a r l i e r  t h a t  th e  a v e r a g e  b u d g e t  d e f i c i t  p e r  f a m i l y  was 

p o s i t i v e  i n  a l l  t h e  c i t i e s .  To meet t h e  d e f i c i t  a f a m i l y  may 

b o rr o w . T h o u g h  i n f o r m . i t  io n  on number o f  f a m i l i e s  u n d e r  d e b t  i s  

not a v a i l a b l e ,  t h e  a v e r a g e  amount o f  d e b t  p e r  in d e b t e d  f a m i l y  by  

m a jo r  s o u r c e s  o f  Loan i s  p r e s e n t e d  in  T a b l e  3 -8 . [ t  i s  r e v e a l e d  

t h a t  t h e  m a jo r  s o u r c e s  o f  l o a n  a r e  p r o v i d e n t  f u n d ,  f r i e n d s  and 

r e l a t i v e s ,  money l e n d e r ,  c o o p e r a t i v e  c r e d i t  s o c i e t y ,  s h o p k e e p e r  

and e m p lo y e r .  The a v e r a g e  amount o f  o u t s t a n d i n g  lo a n  p e r  In d e b t e d  

f a m i l y  w as q u i t e  h i g h  ( v a r y i n g  betw een Rs 4 4 1 .7 0  i n  D a r j e e l i n g  to 

Rs 2 8 2 2 .3 7  i n  N a s i k )  i n  r e l a t i o n  to t h e i r  ln o o n e s .  A v e r a g e  d e b t  

p e r  in d e b t e d  f a m i l y  d i d  not show a n y  c l e a r c u t  t r o n d  w i t h  e i t h e r  

in c a a e  o r  e x p e n d i t u r e  p e r  f a m i l y .  Due to  n o n - a v i i L a b i l i t y  o f  d a t a  

r e l a t i n g  to  d i s t r i b u t i o n  o f  in d e b t e d  f a m i l i e s  by incom e c l a s s  i t



i s  not poss ib le  to say as to uhich income c lass  has had greater  

incidence o f  indebtedness. Further, from the view point o f  housing 

f in an ce  p o l i c y  I t  would have been I n t e r e s t i n g  to analyse  the 

d i s t r ib u t ion  o f  debt by purpose o f  ra is ing  loan. Lack o f  relevant 

data did not permit us to do so.

I t  w o u ld  be w o r t h w h i l e  t o  a n a l y s e  t h e  c a s h  d e b t

o u t s t a n d i n g  b y  c r e d i t  a g e n c i e s  a s  i t  p r o v i d e s  an i d e a  o f  t h e

extent o f  r e l a t i v e  d e p e n d e n c e  o f  t h e  h o u s e h o ld s  on i n s t i t u t i o n a l  

and n o n - i n s t i t u t i o n a l  s o u r c e s  f o r  t h e i r  c r e d i t  n e e d s .  T a b l e  3 .8  

p r o v i d e s  t h e  d i s t r i b u t i o n  o f  a v e r a g e  e i s h  l o a n s  p e r  i n d e b t e d  

f a m i l y  by  m a j o r  s o u r c e s  o f  l o a n .  I t  ; fo u n d  t h a t  t h e  r a t i o  

b etw een i n s t i t u t i o n a l  and n o n - i n s t i t u t i o r i i  l o a n s  ra n g e d  between 

0 . 2 7  i n  A g r a  t o  4 3 . 0  i n  Howrah w i t h  c o o p e r a t i v e s ,  p r o v i d e n t  fund

and e m p lo y e r  a s  th e  t h r e e  im p o r t a n t  l e n d i n g  s o u r c e s .  The term s

and c o n d i t i o n s  a t t a c h e d  to  l o a n  d e t e r m in e  th e  e f f e c t i v e  c o s t  o f  

l o a n .  H o w e ver ,  i n f o r m a t i o n  I s  a v a i l a b l e  r e l a t i n g  to o n l y  r a t e  o f  

i n t e r e s t  and c o l l a t e r a l  g i v e n  ( I t e m  4 o f  T a b l e  3 . 8 ) .  L t  i s  seen 

from  t h i s  t a b l e  t h a t  th e  r a t e  o f  i n t e r e s t  on lo a n  v a r i e d  between 

n i l  t o  25 p e r  c e n t  and a b o ve .  H o u s e h o ld s  r a i s e d  49 p e r  c e n t ,  39 

p e r  c e n t ,  30 p e r  c e n t  and 43 p e r  c e n t  o f  t o t a l  lo a n  i n t e r e s t  f r e e  

I n  A g r a ,  D a r j e e l i n g ,  J a i p u r  and N a s i k  r e s p e c t i v e l y .  I n t e r e s t  f r e e  

lo a n  i s  m a i n l y  p r o v i d e d  by e m p l o y e r s ,  f r i e n d s  and r e l a t i v e s ,  

s h o p k e e p e r s  and p r o v i d e n t  fu n d .  I n s t i t u t i o n a l  s o u r c e s  i n c l u d i n g  

p r o v i d e n t  fu n d  and e m p lo y e r  u s u a l l y  c h a r g e d  a r a t e  o f  i n t e r e s t  

b e tw e e n  5 - 1 5  p e r  c e n t .  R a t e  o f  i n t e r e s t  above 15 p e r  c e n t  was 

c h a r g e d  by money l e n d e r s ,  s h o p k e e p e r s  and in  some c a s e s  a l s o  by 

f r i e n d s  and r e l a t i v e s .  A l a r g e  p r o p o r t i o n  o f  lo a n  i s  r e p o r t e d  to - 

be o b t a i n e d  on p e r s o n a l  g u a r a n t e e s .  T h i s  h a s  happened  in  the  c a s e  

o f  l o a n s  from  f r i e n d s  and r e l a t i v e s ,  p r o v i d e n t  f u n d ,  s h o p k e e p e r s  

a n d  e m p l o y e r s .  M o s t  p r e f e r r e d  c o l l a t e r a l s  a r e  L I C  p o l i c y ,  

o r n a m e n ts  and j e w e l l e r y ,  and l a n d .  J e w e l l e r y ,  o rn a m e n ts  and L I C



p o l i c i e s  are seen to be more important c o l l a t e r a l s .  Surpr is ing ly ,  

land was found to  be the leas t  important asset used as c o l l a t e r a l  

for  ra is ing loan. This could be due to two reasons: one, land 

may be a small component o f  t o ta l  asset ho ldings,  and  two, share 

of l o a n  for  h o u s i n g  i n  t o t a l  l o a n  I s  m a r g i n a l .  A l s o ,  and p e r h a p s  

□ o r e  impor tune  r e a s o n  w i t h  l and  a r e  the  p r o b l e m s  o f  f o r e c l o s u r e  in 

c ase  o f  d e f a u l t  i n  r epayment  o f  l o a n s .

3 . 3 . 2.7 Summarising: We f i n d  _.i3 t m a j o r i t y  o f  t h e  h o u s e h o l d s  had

e a r n i n g s  i n  t he  r a n g e  o f  Rs 300 to  Rs 730 and p e r  c a p i t a  incomes  

about  Rs S3.48 to  Rs 184.44.  An a n a l y s i s  o f  h o u s e h o l d  e x p e n d i t u r e  

r e v e a l e d  t h a t  i n  a 1 t h e  1 2  m e t r o p o l i t a n  c i t i e s  m a j o r i t y  o f  

h o u s e h o l d s  s p e n t  no re t h a n  t h e i r  e a r n i n g s .  The  m a g n i t u d e  o f  

d e f i c i t  on the  a v e r a g e  r a ng e d  be tween Rs 112.58 to  R.s 422 . 68  p e r  

h o u s e h o l d ,  e x c e p t  i n  Howrah where  d e f i c i t  was  r a t h e r  s n a i l ,  i . e . ,  

Rs 21-32.  A l a r g e  p a r t  o f  t he  e x p e n d i t u r e  i s  d e v o t e d  t o  f ood and 

r e l a t e d  i t e m s ,  l e a v i n g  v e r y  l i t t l e  f o r  n o n - f o o d  i t e ms  and  h o u s i n g .  

Due to lack, o f  i m ,  \  p r - c : .-;e i dea  o f  the  m a g n i t u d e  o f  h o u s e h o l d  

s a v i n g s  c o u l d  not  be  o b t a i n e d .

R e g a r d i n g  h o u s e h o l d  e x p e n d i t u r e  d e v o t e d  to h o u s i n g  we 

f i n d  t h a t  h o u s i n g  e x p e n d i t u r e  ( i n  p e r  c e n t  t e r n s )  on t h e  a v e r a g e  

v a r i e d  b e tween  6 p e r  c en t  to 11.4 p e r  c e n t .  F u r t h e r ,  h o u s i n g  

e x p e n d i t u r e  i s  s een  to have  weak, r e l a t i o n s h i p  w i t h  income.  So f a r  

a s  m a i n t e n a n c e  e x p e n d i t u r e  i s  c o n c e r n e d ,  i t  i s  f o u n d  t o  be  

g e n e r a l l y  l ow e x c e p t  i n  Kanpur .  T h i s  e x c e p t i o n a l  c a s e  nay  be  

b e c a us e  o f  t he  l ow q u a l i t y  o f  d w e l l i n g s .

So f a r  a s  the  i n d e b t e d n e s s  i s  c o n c e r n e d ,  t he  a v e r a g e  

i :a uu!i t o f  o u t s t a n d i n g  d e b t  p e r  i n d e b t e d  f a m i l y  v a r i e d  

c o n s i d e r a b l y ,  r a n g i n g  b e t w e e n  Rs ■«•*. 70' to Rs 28 2 2 . 3  7. H i e  

de p e n d e n c e  on l o a n s  f rom i n s t i t u t i  ' - a l  s o u r c e s  when compared  to



loan8 from non - in s t i tu t iona l  sources i s  genera l ly  Indicated to be 

greater .  A la rge  proport ion o f  loan 80-90 per cen t ,  except In 

Agra, was obtained on personal guarantees. Among land, j ew e l l e r y  

and f inanc ia l  asse ts ,  land was indicated to be the leas t  pre ferred 

c o l l a t e r a l .  An in t e r e s t in g  feature revealed by these surveys is 

the p re fe ren ce  f o r  movable a s s e t s  as c o l l a t e r a l  ra the r  than 

immovable assets l i k e  land. This c l e a r l y  has an important bearing 

in the con tex t  o f  d e v i s i n g  len d in g  instruments  f o r  advancing 

housing fund a to LIHs.

3.3.3 Analys is  o f  the Indian Market Research Bureau (DfRB) Data:

In th i s  s e c t i o n  we an a lyse  the income and occu pa t io n a l  

d is t r ibu t ion  o f  population in 12 mei ropoli tan c i t i e s  o f  India 

using the Indian Market Research Bureau (IMRB) data for  the period 

1980-81. T-ibles 3.9 and 3.10 present the data according to income 

and occupation.

A perusal o f  these tables  shows the ex is tence  o f  wide 

in t e r - c i t y  va r ia t ion s  in income d is t r ibu t ion .  For instance, in 

Bombay about 9 per cent o f  the households had incomes below Rs 350 

whereas corresponding f igure  for Kanpur and Nagpur was 25 per 

cent,  and 30 per cent f o r  Madras. However, a major i ty  o f  the 

households are indicated to have household incomes below Rs 1,500 

with about 20 per cent o f  households having Incomes below Rs 350, 

3 7.2 per cent between Rs 351-Rs 7 50 and 28.5 per cent between Rs 

751-Rs 1,500. This d i s t r ib u t io n  is l i k e l y  to have changed since 

1980-81, mainly because o f  the changes in both income and prices. 

I f  we construe people below Rs 750 as const i tu t ing  low income 

households then near ly  60 per cent o f  the households would f a l l  in 

th is  category. Juxtaposing income d is t r ib u t ion  with occupational 

d is t r ibu t ion ,  w<j f ind a l i t t l e  under h a l f  o f  the adult workers 

belong to the ca tegory  o f  non-profess ional workers (both sk i l l ed



and unskil led workers) .  Also near ly  l/5th o f  the workers are 

reported to be unsk i l led  workers. C lea r ly  these people would have 

r e l a t i v e l y  low and unstable incomes.

In summary, in metropol itan c i t i e s ,  at least  l/5th o f  

the households have had incomes below Rs 3 50 and the same 

percentage is o f  unskil led workers. C lea r ly ,  these would a lso  be 

the households most o f  whom would have very  poor housing fo r  

themse lves .  They are  then tne peop le  who, in the c o n t e x t  o f  

housing, require various kinds o f  ass istance for home ownership.

3.3.4 Saving and Investment Pattern o f  Urban Households (The 

National In s t i tu t e  o f  Bank Management Survey):  In th is  sect ion Wr

ana lyse  the NIBM data  f o r  1986 on sav ing  and investment ot 

households in Ind ia .  An attempt is  a ls o  made to examine the 

behavioural re la t ionsh ip ,  i f  any, between the trends in saving:' 

and Investment and soc ia l  p r o f i l e  o f  households. Social  p r o f i l e  o r 

households here includes age, l i t e r a c y  l e v e l  and occupational 

pattern. Out o f  a sample o f  90,000 households 2/Jrd belonged to 

the urban a reas  w i th  67 per cent  bank save rs  and 33 per cent 

non-bank savers. An indiv idual  can save/invest in var ious forms 

o f  physical and f inanc ia l  assets. D istr ibut ion o f  household

savings in physical and f inancia l  assets  is presented in Table 

3. 11. The a ve ra ge  l e v e l  o f  sav in gs  in v a r io u s  p h y s i c a l  and 

f inanc ia l  assets  i s  g iven in Tables 3.12 and 3.13 respec t i v e ly .

According to the rurvey a saver on the average invested 

□ore than twice the amount on physical assets than in . f inancial 

assets. Almost one h a l f  o f  the bank savers invested in f inanc ia l  

assets and th is  investment accounted for  52 per cent o f  th e i r  

t o t a l  savings whereas only 46 per cent non-bank sav.ers invested in 

f inanc ia l  assets  which was 24 per cent o f  th e i r  t o t a l  savings.



T a b le  3. 12 p re s e n ts  l e v e l  o f  investment In va r iou s  

physical assets. I t  i s  indicated that while  house/property was the 

most preferred asset among bank savers land was found to be very  

popular among non-bank savers-  Further ,  near ly  one tenth  o f  

savers invested in land, house and property -  which accounted for  

33 per cent o f  t o t a l  investment in physical assets ( i n  case o f

bank =iavzrs}a.nd 45 per cent ( i n  «*ase ..of non-bank savers ) .  .'-.round

5 to 8 per cent savers  in  a l l  invested in  gold, ornaroents vhich 

accounted for  4 to 8 per cent o f  t o ta l  savings in physical as set s. 

Major i ty  o f  savers (3/4th) invested in consumer durables, a. J i ts  

share was 38 per cent in t o t a l  savings in physical assets.

A perusal o f  Table 3. 13 shows that investment in <. -up^ny 

deposits was most popular among bank savers fol lowed by L : i. and 

bank deposits. Non-bank savers on the average invested r re in 

UTI than in other assets .

Tne investment o f  savers in bank deposits accounted for 

78 per cent o f  t o ta l  f inan c ia l  savings. More than h a l f  o f  bank

savers invested in LIC and PPF schemes which accounted for  18 per 

cent o f  th e i r  t o ta l  f inan c ia l  savings. Among bank savers 2o per 

cent invested in post o f f i c e  and th is  investment accounted ror 

only 8 per cent o f  t o t a l  savings. Around ;0 per cent o f  nor.-bank 

savers  inves ted  in  post  o f f i c e  sav ings  and t h i s  investment 

accounted for 45 per cent o f  to ta l  f inanc ia l  s-avings.

3.3.4.1 P r o f i l e  o f  Savers by Income: Savers have been c l a s s i f i e d

according to the i r  yea r ly  income i n t o  6 income ca t  egor ier. upper  

l im i t s  o f  which are: Rs 6,000, Rs 12,000, its 18,000, Rs 24,0U0, Rs 

60,000 and above Rs 60,000. I t  has been found that near ly 11 per



cent o f  bank savers  had earnings less  than Rs 6,000 whi le  for  

non-bank savers th is  f igu re  was 61 per cent. Approximately l/3rd 

each o f  bank savers had th e i r  incomes in the range o f  Rs 6,000 to 

Rs 12,000 and Rs 1,200 to Rs 24,000 respec t ive ly .  Further, more 

than 23 per cent bank savers had earnings more than Rs 24,000. 

Non-bank savers had rather low earnings when compared to bank 

savers.

Re lat ing  income status to education l e v e l s  o f  households 

i t  was found that for  a l l  Income groups there is  no s ign i f i c a n t  

va r ia t ion  in the educat ional l e v e l  o f  people (bank savers ).  In 

case o f  non-bank savers too no s ign i f ican t  r e la t ionsh ip  could be 

established between education l e v e l s  and incomes.

D is tr ibu t ion  o f  severs by age and incorae group revealed 

that 39 npr rpnr bank savers with incomes o f  below Rs 6,000 are 

in the age group o f  30-50 years. However, non-bank savers earning 

below Rs 3,000 are below the age o f  20 years.

3 .3 .4 .2  P r o f i l e  o f  Savers by Occupation: Sample is c la s s i f i e d

into 5 occupation ca tego r i e s :  Pro fess ionals ,  Serv ice  Workers,

Production Workers, A g r i cu l tu r is t s ,  Reti red Persons, Students and 

Others. Major i ty  o f  bank savers (85 p^r cent ) were found to be 

e i th e r  p ro fess iona ls  or serv ice  workers, whereas less  than 10 per 

cent are  p roduc t ion  r e l a t e d  workers .  Around 30 per  cent  o f  

non-bank savers are production workers and 63*per cent are e i ther  

p ro fess ionals  or  se rv ice  workers.



3 .3 .4 .3  P r o f i l e  o f  Savers by Education: Banking seems to be a

h a b i t  o f  l i t e r a t e  persons as on ly  6 per cent bank savers  are 

i l l i t e r a t e  w h i l e  40 per  cent  o f  them are e i t h e r  g raduates  or 

post-graduates. Level o f  l i t e r a c y  Is  rather low among non-bank 

savers. About l/3rd o f  non-bank savers are i l l i t e r a t e  while the 

rest o f  them have education upto higher secondary l e v e l .

3 .3 .4 .4  P r o f i l e  o f  Savers by Age: Major i ty  o f  bank savers ( 59

per cent )  are middle aged, i . e . ,  between 30 and 50 years. Around

i/4th o f  bank savers  a r ■> above 60 yea rs  o f  age. M idd le  aged 

aon-bank savers a lso c o n i r . u t e  a large  proportion ( 56  per cent)

o f  non-bank savers. Aboi;'. l/5th o f  non-bank savers are between 20

md 30 years o f  age.

3 .3.4 .5  Sunmarislog: A sav r on the average invested more than

twice the amount in physical assets  than in f inanc ia l  assets, 

iio' .'cver, bank save rs  more* in f i n a n c i a l  a s s e t s  than,

non-bank savers .  Land and house p ro p e r ty  were the p r e f e r r e d  

p h y s i ca l  as se ts  among househo lds .  As fa r  as investment in 

f inanc ia l  assets is concerned company deposits were more popular 

among bank savers fol lowed by UTI and bank deposits  while non-bank 

save rs  on an average  Invested  more in UTI than that in o ther  

issets.

Near ly  28 per .-ent sa ve rs  had earn ings  l e s s  than Rs 

bGOO. Around 30 per cunt  n o n - ba n k  savers are production related 

workers. This f igure i s  l e s s  than 10* per cent for  bank s a v e r s .  

Nearly  a l l  bank savers  are l i t e r a t e ,  with 40 per cent e i t h e r  

graduates or post-grad .:at.os. L e v e l  o f  Literacy i s  r a t h e r  low 

among non-bank savers. For instance, 3 0 ’ per cent are i l l i t e r a t e  

and 63 per cent had edm- -it i on upto higher secondary l e v e l .  Given
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between the s a v in g  pa t t e rn  and s o c i a l  s ta tu s  o f  househo lds .  

However, i t  may be mention**} that income and education l e v e l s  have 

some bearing on the cho ice o f  saving/investment instruments.

3.3.5 Survey Results  o f  D e lh i ' s  Low Incoae Households (NIPFP 

S u r v e y ) :  An a ttempt i s  made in t h i s  s e c t i o n  to assess  the

perceptions and a f f o r d a b i l i t y  o f  households In regard to home 

ownership. To ca r ry  out th i s ,  Information has been c o l l e c t ed  

through a f i e l d  survey  o f  D e l h i ' s  low income househo lds .  The 

survey deals with encroachments, resett lements ,  slums and EWS, 

Janata and LIG housing unity. Encroachments included in the study 

are bas ica l ly  slum camps. ihe sample is drawn on a purely  random 

basis. I t s  t o t a l  s icc  ic 1'5. The sample includes both b en e f i c ia ry  

(88 )  and n o n - b e n e f i c i a r y  households o f  the government

housing/housing f inance schemes. The focus o f  the survey has been 

on the fo l low ing :

( i )  Soc io -econom ic  s ta tu s  o f  the respondents  which
inc lu ded  - edu ca t ion ,  occupa t ion ,  c u r r e n t  income
l e v e l ,  and present tenure status;

( i i )  Current expenditure on housing which consisted  both
rent and maintenance expenditure;

( i i i )  Rent paying :apacity/wi11ingness to pay rent i f  the
need arose;

( i v )  F in a n c i a l  aspect  o f  housing i f  t h e r e  was an
opp o r t u n i t y  to own a h o u s e :

( a ) S o u ? 0 0 s ; >f  fu :ld s ;

( b ) Amount : h c o u l d  be g e n e r a t e d , and

( c ) How much down. pa ym en t they  c o u l d a f f o r d  i f  i t  was
c o n d i  t i on al  .



( v )  Choice of/preference : : r  she l te r  given the i r  current 
income l e v e l ;  and

( v i )  D i f f i c u l t i e s  perceived ;n par t i c ipa t ing  in the formal 
system o f  housing f ina r :e .

As mentioned e a r l i e r  the survey  d e a l t  w ith  slums, 

resettlements and EWS, LIG and Janata housing units. Five slum 

settlements are included In the study. One o f  them namely, Jama 

Masjid slum unit is under public ownership declared as slum since 

1972-7 } ,  whi le  the rest o f  slums have been developed on encroached 

land .ere no tenancy or  ownership r igh ts  e x is t .  Respondents o f  Jama 

Masjio slum unit enjoy tenancy right and pay rent to the DDA. The 

rent .as f i x e d  long back and has not been r e v i s e d  s ince  then. 

Maintenance o f  house is  looked a f t e r  by the tenants. Respondents' 

expenditure on maintenance worked out to be more than they spent on 

rent. The respondents fee l  that the housing related amenities l ik e  

e l e c t r i c i t y ,  approach roads, l i g h t in g ,  drinking water, la t r in e ,  

e t c . ,  ate quite  sa t is fac to ry .  Drainage f a c i l i t i e s  are reported to be 

unsat is factory .  In encroachments however sewage, e l e c t r i c i t y ,  t o i l e t  

fac i l  i t  i . iS'are e i th e r  non-exist "it or in a bad shape la rg e ly  due to 

poor maintenance. The condition o f  dwel l ings  are found to be In no 

b e t t e r  shape. While 67 per cent j f  the respondents said that the ir  

houses were d i lap ida ted ,  14 per cent thought i t  was sa t is fac to ry .  

None o f  the respondents  paid .ny rgnt a l though they  incurred  

expend i tu re  on maintenance o f  t h e i r  d w e l l in g s .  Janata co lony  

included in the study was constructed in 1976 by the DDA- Houses in 

t i i i s  colony are found to be in good condit ion. Also housing rel.it.od 

se rv ices  are reported to be s a t i s fa c to ry .  Rohini unit cane into 

being as a result  o f  implementation o f  one o f  the housing schemes o f  

the DDA. Linder th is  scheme the land was given at subsidised rates. 

Within th is  unit there has been cross'  subsidisat ion o f  the cost o f



land- The resettlement- units  -ire .also developed by the -ODA- to  h e l f  

the CWS and also Co re lo ca te  encroachers. The b ene f i t s  under th is  

scheme c o n s is ted  o f  land - f r e e  o f  c os t  - and sometimes some 

bui ld ing  material and cash. Size o f  the plot is usually  21 sq.

ya rd s -

Before  p r o v id in g  the d e t a i l s  on income and ch o ic e  o f  

dwe l l ings ,  a b r i e f  account o f  respondents'  occupation and education 

l e v e l  is  in  o rd e r .  Out o t  a t o t a l  145 responden ts ,  56 are

sel f-employed,  21 are in se rv ice  

In encroachment units none o f  

are e i ther  self -emplcyed-vendots , 

shops, barbers, t a i l o r s ,  mecha 

Occupations o f  the respondents > 

in one unit where most s e l f - rm j l  

Kabari shop, or meat shop. .lore 

educated upto 5th standard, 31 .. 

are graduates. cuucdL.ui) auti 

d e f in i t e  re la t ionsh ip .  A look .iz 

shows that out o f  139 employed, 

i r regu la r  incomes (See Table 3. i 

mean and median incomes worked out 

respec t ive ly .  A lso,  a la rge  ; :l 

i n d i c a t ed .  For in s ta n c e ,  mean 

resett lement,  Janata and Rohini 

1,158.16, Rs 1,583 and Rs 1,495- - 3 

This shows encroachment units h.wi 

Jama Masjid slum has the highest 

the v iew that s e c u r i t y  o f  tenurt 

bearing on product iv i ty .  Respo; ,i 

show any re la t ionsh ip  whatsoever 

occupation.

i l e  63 work as casual labourers.

respondents is in serv ice .  They 

vners o f  small tea and s t i t i o n a ry  

s or work as casual 1 . ourers. 

s im ilar  in a l l  the units except 

c i  have e i ther  auto parts shop, 

;an 1/3rd o f  to ta l  respondents are 

secondary education and only 17 

upation do not seem to have any 

the incomes o f  the respondents 

64 per cent respondents  have 

For tlie whole sample weighted 

to be Rs 1,206.54 and Rs 1,092.86 

ra-unit va r ia t ion  in incomes is 

incomes in encroachment, slum, 

i ts  are Rs 988. 10, Rs I , ? L i , Rs 

r espec t i v e ly  (Re fer  Table 3.15).  

,ig the lowest mean income while 

mii incane. Tins seems to support 

; and l i v i n g  c o n d i t i o n s  have a 

ents '  incomes, however, does not 

e i th e r  with th e i r  education or



We novr an a ly s e  cu r ren t  e xp en d i tu re ;  Expend it-trre~on 

sing here comprises o f  rent paid and maintenance expenditure, 

■hiy 64 households answered th is  question^. None o f  the respondents 

spent more than 15 per cent o f  income on housing. 24 out o f  to ta l  

<y> jpent in the range o f  2 to 6 per cent o f  th e i r  incomes while 23 

i ' a  spending 6 to 10 per cent o f  the ir  incomes. 7 are spending less

than 2 per cent  o f  t h e i r  income w h i l e  the r es t  10 p eop le  are

spending 10 to 15 per cent o f  t h e i r  income on housing. The 

expenditure on maintenance on these dwel l ings i9 genera l ly  high; and 

i t  Is p a r t icu la r ly  high in r e la t ion  to rents in units located on 

unauthorised lands. The hi.;h expenditure on maintenance and low 

ren' al is  presumably because o f  the low qua l i ty  raake-shift shelter  

rec iL r ing  constant repa ir  (See Table 3.16).

Rent paying capaci ty  is an important ind ica to r  o f  people 's 

a f f o r d a b i l i t y  o f  housing. Respondents not paying any rent or paying 

very  low rent curren t ly  were asked how much rent they would pay i f  

the need arose and i f  p rov ided  b e t t e r  l i v i n g  c o n d i t i o n s .  Most 

respondents said that they found the ex is t ing  loca t ion  convenient 

and would not l i k e  to sh i f t  despite  various incent ives  l i k e  bet ter  

l i v i n g  condit ions and tenancy r ights .  54 per cent o f  those responded 

indicated that they are e i the r  in no pos i t ion  to pay or are not

w i l l i n g  to pay any rent. 7 per cent are w i l l i n g  to pay in the range 

0-5 another  7 per  cent  in the range 5-10 per  cent o f  t h e i r  

Incomes. 8.7 per cent are w i l l i n g  to pay 10-15 per cent o f  the ir  

incomes as rent whi le  15.8 per cent have a rent paying capacity  in 

the range o f  15-20 per cent o f  Income (Refer  Tables 3.17 and 3.18).

From above i t  can be inferred that the respondents are

aware o f  the fact that th e i r  rent paying capaci ty  is  much below the
Q

market rent at l o c a t i o n s  which are  p r e f e r r e d  by them. Sinqe



- locat ion ranked higher- -to—tenancy .X-jght and good l i v in g  cond It Iona 

in t h e i r  p r e f e r e n ce  f o r  v a r io u s  a t t r i b u t e s  o f  hous ing  they  

presumably opted to squat on public lands.

Another Important aspect re levant for  po l icy  formulation

Is  the r e l a t i v e  pre ference for  home ownership and other related
a

housing a t t r ibu tes  for  home ownership . The respondents were asked 

to  g i v e  th e i r  r e l a t i v e  preference fo r  the fo l low ing ,  g i v en  the ir  

current income -

( a )  S t ru c tu r e  o f  the house;  ( b )  3 : : e  ( P l i n t h  a rea  and 

covered a rea ) ;  ( c )  L. siance i r es  work place;  J) In frastructure ;  ( e )  

Drinking water and t ; i i e c  f a c i l i t y .

S t ru c tu re  c o n s i s t s  o f  ( a )  Pucca;  (b )  Setni-Pucca;  ( c )  

Serv iceab le  kutcha ■ ■.nd ( d )  Unserviceable kutcha house. The s ize  o f  

the house is  measured by ( i )  the p l in th  area and ( i i )  covered area. 

The covered area L n . L u d e i  ( a )  number  o f  rooms; ( b) k i t c h e n ;  and (c )  

bathroom. In f ras t ruc tu re  implies road, sewage, l i g h t in g ,  schools, 

health cen tre ,  public transport ,  etc .

Regarding pre ference for  s tructure ,  only  65 households 

responded, out o f  which 32 wanted Pucca and 19 Serai-Pucca houses. 23 

respondents opted it  as 2nd pre ference while  16 opted i t  as 3rd 

preference and the rest gave i t  low p r i o r i t y .  de la t ing  th i s  aspect 

to respondents' current income, contrary to in t u i t i v e  th inking,  no 

re la t ionsh ip  could be establ ished.  Thus preferences appear to be 

g enera l ly  need based rather Income determined. A s im i la r  pattern 

emerges when responses r e la t in g  to the s i z e  o f  house are analysed. 

Size o f  the house s^ened to be an important item o f  concern for  a l l  

as everyone answered th is  question. 66 per cent have shown high 

pre ference f o r  p l in th  area. P l inth area o f  50 yards is  opted by



aost ^ On-ly a few r-esponden-t&-«*®ked-for..2Q~25yarda plot -Q.—These

responses c o n t r a r y  to our e x p e c ta t i o n s  have a b s o lu t e l y  no 

re la t ionsh ip  with Income, and instead correspond to the family  s i ze .

Distance from work place is  another Important Item from 

the v iew point o f  housing po l icy .  Distance means both time and money 

which would a f f e c t  a l l ,  e sp e c ia l l y  the casual  labourers due to 

part- t ime nature o f  t h e i r  jobs. Even those f o r  whom dwel l ing is  a 

work place would be adverse ly  a f f e c t ed  i f  they are  moved away from 

p laces where they have markets for  th e i r  products. 34 per cent 

respondents opted for  distance as f i r s t  pre ference,  and 36 per cent 

f e l t  that  they  should not be more than 5 - lu  km. away from work 

place. The rest dLd not consider distance is important. In f ra 

structure held more or  l e ss  the same pos i t ion .  Overa ll  i t  was put 

la s t  on the scale ) f  preference. I n t e r e s t in g l y ,  i r r e sp ec t i v e  o f  

t h e i r  income l e v e l  raost respondents  would p r e f e r  independent 

d r in k in g  water  and t o i l e t  f a c i l i t i e s  r a th e r  than shar ing  i t  on 

community basis. Soue people however are seen to be r e a l i s t i c  when 

they say that at t h e i r  l e v e l s  o f  income they could only  have shared 

f a c i l i t i e s  o f  drinking water and t o i l e t s .

Another major  c o n s t r a in t  to housing o f  the low income 

households is  the n o n -a v a i l a b i l i t y  o f  funds owing to th e i r  low/ 

i r regu la r  incomes and i n a b i l i t y  to o f f e r  acceptable  c o l l a t e r a l .  

Quest ions r e l a t i n g  to f i n a n c i a l  aspec t  o f  housing in the 

questionnaire have been framed for  both owners and non-owners o f  

house. The non-owners were asked how would they generate funds for  

housing while owners were asked’ how they f inanced th e i r  houses.

Non-owners were given the fo l lowing opt ions:

a. I f  they coiild save, and i f  yes, then how and how much;



b. I f  they could raise loan,  i f  yes, then spec i f y  sources 
and amount from each source, and

c. In case downpayment was c o n d i t i o n a l  would th ey  be 
w i l l i n g  to pay i t ,  i f  yes, they how much and how th is  
amount would be generated.

The respondents answers can be summarised as: A l l  the

respondents thought they could save a d d i t ion a l l y  f o r  home ownership, 

e i t h e r  by cu r ta i l in g  consumption or by working extra hours, or  both. 

19 per c ;nt  wanted to generate add i t iona l  savings by c u r ta i l in g  

consuraption, 51 per cent by working extra hours and 17 per cent

wanted to do both, the remaining unable to indicate the e f f o r t  they 

planned for  add it iona l  savings (See Table 3.19).  The addit ional  

savings as per cent o f  income is g iven in Table 3.20, while Table 

3.21 contains add i t iona l  savings in rupees.

In rep ly  to question or  downpayment" , 28.5 per c en t  are

seen to be not w i l l i n g  to make any downpayment. 7 per cent could 

pay in the range o f  Rs 500-1000, 35.7 per cent said they can pay

between Rs 1000-2000, 11.9 per cent could pay in the range o f  Rs

2000-3000, 4.7 per cent said they could manage about Rs 4000 while 

one respondent could  pay Rs 10,000 (Tab le  3 .22 ) .  As a l r e a d y  

mentioned, Jama Masjid unit people are not prepared to make any 

downpayment. I n t e r e s t i n g l y ,  the responses  g iven  above are from 

respondents in encroachment units. The downpayments are arranged 

e i t h e r  by l iqu ida t ing  assets  or through borrowings from r e l a t i v e s  

and f r iends  which are not considered loans. When the question o f  

loan was asked a l l  the respondents answered in p o s i t i v e  regarding 

th e i r  awareness o f  loan f a c i l i t i e s  from public agencies such as 

banks, government and LIC. They said they would rather pre fe r  to 

take loan for  housing from public agencies rather than seek loans



£r©»—pr iva te

a genc ie s  were more o r  l e s s  the same -  r a te  o f  I n t e r e s t  i s  low, 

repayment is  spread over a s u f f i c i e n t l y  long period, and loan may 

sometimes be wr i t ten  o f f .  Some respondents said they often need 

money f o r  consumption, repair  o f  present she l te r ,  and I l lnesses  

among family  members. Such needs are usually  met fr  i loans from 

pr ivate  money lenders.  The reason assigned being the i n a b i l i t y  to 

g e t  loans from p u b l i c  a g enc ies  f o r  such purposes because o f  

c o l l a t e r a l  requirements. In contrast p r iva te  money lenders accept a 

wide range o f  goods as c o l l a t e r a l .  Also the disbursement o f  loan by 

p r iva te  ler.ders is  instant.  There is  however a l im i t  to obtaining 

loans f r c a  p r i v a t e  money l en d e rs  because o f  the l im i t e d  asse t  

holdings oi  the households needed f o r  p rov is ion  o f  c o l l a t e r a l .

House owners were questioned on how they f inanced their  

houses. As mentioned e a r l i e r ,  three out o f  the f i v e  settlements, 

namely; Janata Colony-Qutab Enclave, Resettlement units and Rohini 

are developed by the DDA. These housing schemes were implemented 

from time to time for  various Income groups. The bene f i ts  under the 

scheaes consisted o f  land -  f ree  o f  cost  or  below market rate ,  or 

f u l l y  constructed houses at subsidised rates ,  and subsidised/free 

build ing materia ls  and/or cash grants.  Out o f  a sample o f  145, 88 

respondents  are b e n e f i c i a r i e s  o f  these  housing :hemes. 49 

respondents are from resettlement units ,  36 are from Rohini unit 

w h i l e  3 belong to Janata Colony Qutab Enclave.  In a l l  only  12 

respondents took loan as downpayment/total cost had to be paid o f f .  

Eight o f  them belong to Rohini,  two each stayed in resettlement and 

Janata Colony. In Janata Colony f u l l y  c on s t ru c ted  h o u s e s  were 

a l l o t t e d  to the b ene f ic ia r ie s .  The pr ice  o f  these houses was f ixed 

at Rs 23,000. As per the terms o f  payment th is  amount could be paid 

ih equal instalments o f  Rs 200 p.m. in 20 years with no downpayment 

or  in equal  in s ta lm en ts  o f  Rs ,165 p.m. in  12 yea rs  with a



downpayment o f  Rs 6,000. Only one respondent each ava i led  o f  the 

f i r s t  and second options.  Third respondent paid o f f  the e n t i r e  cost 

o f  house at the t ime c f  al lotment.  Funds were raised by s e l l i n g  the 

v i l l a g e  land. The other two respondents took loans from the informal 

market but did not want to spec i f y  the amount o f  loan and agency 

name (See Table 3 .23) .

In r e s e t t l e m e n t  housing scheme land was g i v e n  f r e e  o f  

cos t ,  besides sometimes build ing m ater ia ls  and cash grants were also 

p ro v ided .  Here o n l y  two respondents  took loan f o r  house 

.onstruction (See Table 3.23) ,  the remaining re l i ed  on incremental 

housing through own savings, l i q u id a t io n  o f  assets, and borrowings 

from f r i e n d s  and r e l a t i v e s .  However we could not get amounts 

generated from each source^ .  In Rohini on account o f  d i f fe r ences  

in p lot  s izes  a l l o t t e d  to d i f f e r e n t  income groups, cost  o f  p lots  

varied. The information about the manner o f  payment o f  land cost 

was provided by the DDA. At the time o f  r e g i s t r a t i o n  about 33 per 

cent o f  the cost was required to be paid, the balance could be paid 

w ith in  a year from the date o f  r e g i s t r a t i o n .  Eight respondents in 

Rohini ra ised loan from the formal sector  -  amount o f  loan and other 

torms are presented in Table 3.23. Only 3 o f  these respondents 

raised loans from formal f inanc ia l  in s t i tu t i o n s ,  the remaining took 

loans from th e i r  respec t ive  employers. Those who did not ra ise  

loans from the formal f inancia l  market were asked the reasons as to 

what prevented them from approaching the formal housing f inance 

narket. The responses were mixed. Some respondents while aware o f  

loan f a c i l i t i e s ,  thought they were not e l i g i b l e  for  these loans. 

Others f e l t  that cumbersome procedures and paper work were too much 

for t h e i r  l e v e l  o f  l i t e ra c y .  They mentioned o f  the problems in 

unders tand ing  the t e c h n i c a l i t i e s  and the problems in v o l v e d  in 

dea l ing  with the o f f i c i a l s -  Some respondents were even asked to 

pay a ' l o a n  clearance fee '  amounting to almost 25 per cent to 30 per



cent  o f  the  t o t a l  loan  thus making the e f f e c t i v e  cos t  o f  loan 

unaffordable. Lack o f  information on procedures, loan amount and 

terms o f  repayment a lso acted as d e te rren t  In obtaining formal 

sector  loan. N on - f l e x ib le  repayment schedule i s  also reported to be 

another deterrent fac tor .

Respondents were also asked to g i v e  th e i r  suggestions in 

regard to improving upon the functioning o f  formal sector  housing 

f inan ce  system. T h e i r  responses w ere :  ( a )  housLng f inance

in s t i tu t ion s  should operate at very  lo ca l  l e v e l ;  (b )  loan procedures

be made simpler and disbursement made e x p e d i t i o u s ; ( c )  repayment

terms be made f l e x i b l e  in  adjusting to the pa r t icu la r  requirements 

o f  people g iven the nature o f  th e i r  income, and (d )  measures should 

be taken to provide/improve information s e rv ic e .

3 .3 .5 .1  S p e c i f i c  Features o f  the Survey: Some in teres t ing  points

emerged during the course o f  discussions with the Mukhia, Choudhary, 

Fradhan and other dwel lers  o f  the units surveyed.

(a )  In encroachments more than 10 per cent huts belong to
people who come from r e l a t i v e l y  prosperous sections.
The huts have been made in a n t i c ipa t ion  o f  bene f i ts  
usually  given to encroachers by the public au thor i t ies  
whenever slum clearance is undertaken.

(b )  There are households who a f t e r  der iv ing  bene f i ts  from 
var ious public housing/Sites and se rv ic es  schemes have 
once again become slum dwellers/squatters .



The reasons f o r  l i q u id a t in g  the bene f i ts  appear to be:

( i )  d is tance  from p la ce  o f  work; ( i i )  monetary ga in ;  ( i l l )

insecur i ty  in a heterogeneous soc ia l  environment with people from

d i f f e r e n t  s ta tes ,  cas te s ,  e t c . ;  ( i v )  they found i t  una f  f o rd ab le , and 

( v )  d w e l l in g  s i z e  sm a l l e r  compared to need, e s p e c i a l l y  f o r  the 

self-employed needing more space to carry  out economic a c t i v i t i e s .

( c )  In Janata Colony more than 50 per cent o f  the actual 
b e n e f i c i a r i e s  are reported to have sold t h e i r  houses. 
Out o f  the rest many b en e f i c ia r i e s  have g iven the ir
houses on ren t .  The second owners as w e l l  as the
tenants refused to respond to our questionnaire which 
r e s t r i c t e d  us to a rather small sample. Anyone who
earned below Rs 700 per month was e l i g i b l e  for  th is
scheme. As per the terms o f  payment, a monthly 
instalment o f  Rs 200 was required to be paid which 
works out to be 28.5 per cent o f  b e n e f i c i a r i e s '  income 
at  Rs 700. The respondents  deemed i t  to be q u i t e  
high. The respondents  a lso  f e l t  that  space
u t i l i s a t i o n  and planning could be improved upon to 
make i t  func t iona l ly  more useful.

3 .3 .5 .2  S u m m a r is in g :  We f ind  h igher  p r e f e r e n c e  f o r  home

ownership. Also almost  everyone showed w i l l i n g n e s s  to g en e ra t e  

add i t iona l  savings f o r  home ownership. High p r i o r i t y  accorded to 

home ownership i s  presumably because o f  the soc ia l  secur i ty  and 

status i t  bestows.

There is  a general preference for  secur i ty  o f  tenure. A 

g en e ra l  f e e l i n g  is  that  the d w e l l in g  s i z e  should have some

re la t ionsh ip  with family  s i z e  rather than with the income l e v e l s  

alone. Rea l is ing  t h e i r  low paying capac i ty  and l im ited  a f f o r d a b i l i t y

for  market re la ted f inance,  they suggest h ighly  subsidised housing

with low in te res t  rates and s u f f i c i e n t l y  long repayment period.



Analysis o f  r e l a t i v e  preferences for Location v i a -a - v i s  

ocher a t t r ibu te s  o f  housing has c l e a r l y  brought out that any housing 

scheme intended to house the people at a distance far  away from work 

place would be less  a t t r a c t i v e .  Any f a i lu r e  on th is  front would 

encourage passing o f f  the bene f i ts  to r e l a t i v e l y  better  o f f  sect ions 

with - intended b e n e f i c ia r i e s  once again resort ing  to encroachments. 

This is  because o f  the p r i o r i t y  attached to  housing c lose to work 

place. There i s  however one major danger with schemes which have a 

high subsidy content. For instance, while  i t  Is true that high cost 

o f  sites/houses without su itab le  subsidies would make the scheme 

less  a t t r a c t i v e  for  th-i poor, given cheir  low i f fordab 11 I t y , there 

is  also the r isk  o f  t< jse si tes/housing changing hands in favour o f  

the l ess  poorer house olds.  In our discussions,  i t  has also been 

revealed that many households l i v i n g  in encroached land, despite 

a lready der iv ing  bene : I ts  from government soc ia l  housing/sites and 

se rv ices  schemes, havo continued to remain where they were. Some o f  

the reasons may be: ( i )  long distances from work place; ( i l )  small 

s i z e  o f  the dwel l ings compared to personal and economic needs; ( i l l )  

f e e l in g  o f  insecur i ty  amongst unknown people; ( i v )  uncongenial 

environment with people o f  d i f f e r e n t  cas tes/reg ion/re l ig ion  and ( v )  

d i f f e r e n t  needs, perceptions and p r i o r i t i e s .  I t  may, however, be 

mentioned that there is a trade o f f  between productive and non

productive assets. While i t  i s  true that be t te r  l i v in g  conditions 

improve p roduct iv i ty  o f  dwel lers  and tenure sta tes  provides a sense 

o f  secur i ty ,  a person without employment securi ty  would fee l  more 

secured having a productive asset (a small tea shop, vegetable shop 

and l i k e )  rather than a house/site. Hence some households have sold 

sites/house provided under s o c ia l  housing schemes, to acquire assets 

which would earn them th e i r  l i v e l ih o o d .



3. k Summarising

I t  i s  found that a large  part o f  urban population l i v e s  In 

poverty with low per cap ita  Incaaes. More than 50 per cent o f  these 

people are i l l i t e r a t e .  They are mostly unsk i l led ,  self-employed 

workers engaged In in fo rm a l  a c t i v i t i e s  and a re  g e n e r a l l y  s e l f -  

employed mechanics, vendors, owners o f  small shops. An analys is  o f  

expenditure l e v e l s  o f  households revealed that the expenditures 

usually exceeded th e i r  earnings by about Rs 100 to Rs 400 per month. 

The magnitude o f  d e f i c i t  i s  reported to be r e l a t i v e l y  higher at the 

lower l e v e l s  o f  income. A large part o f  households'  con o p t io n  

b i l l  c o n s t i t u t e d  food and -  r e l a t e d  items l e a v in g  l i t . l e  fo r  

non-food items such as housing. On the average 12-15 per :ent o f  

income i s  reported to be spent i housing and i t s  mair ; '?nance. 

I n t e r e s t in g l y ,  housing expenditure as proportion o f  inco~. ’ showed 

regress ive  trend. Maintenance expenditure Is  found to be ; . inerally 

low except in Kanpur where i t  accounted i'or near ly  50 per cent o f  

the to ta l  expenditure on housing. This i s  probably due to in f e r i o r  

qua l i ty  o f  dwel l ings  requir ing  constant repa ir .

So fa r  as a sse t  ho ld ing  p a t t e r n  o f  households is  

concerned, i t  is found to be p o s i t i v e l y  skewed with over 70 per cent 

o f  the t o t a l  assets  held by top 25 per cent o f  the households. In 

v i ew  o f  t h i s  i t  i s  sa fe  to i n f e r  that  bu lk  o f  the low incone 

households have l i t t l e  scope f o r  us ing  a s s e t  to f inance  t h e i r  

housing.  A n a ly s i s  o f  asse t  h o ld in g s  by asae t  types  r e v e a l e d  a 

higher preference for  f inancia l  assets when compared to physical 

assets. Among physical  assets , land and bui ld ings  were seen to be 

the most p r e f e r r e d  a s s e t s .  Income and e d u ca t ion a l  l e v e l s  are  

i n d i c a t e d  to d e te rm ine  to an ex ten t  the c h o i c e  o f  a s s e t s .  For 

Instance, m ajor i ty  o f  'bank savers '  were reported to be engaged in



-formal sector,  with education upto higher secondary l e v e L  and in-t-he 

age group o f  30-50 years. Such information i s  not ava i lab le  about 

the investors in  other f inanc ia l  assets- However, the above is  

l i k e l y  to hold true for  people inves t ing  in these f inanc ia l  assets 

a l s o .  Deb t -asse t  r a t i o  o f  househo lds  i s  found to  be 2.5 which 

suggests high incidence o f  indebtedness. However, dependence on 

loans from in s t i tu t io n a l  sources when compared to non- in s t i tu t ion a l  

sources is  found to be h igher .  A l a r g e  p r o p o r t i o n  o f  loans i s

reported to be obtained on personal guarantees. Jewel lery  and LIC

p o l i c i e s  are seen to serve as important c o l l a t e r a l s ,  with land as

the least  important asset used as c o l l a t e r a l .

Analysis o f  households'  responses about house ownership 

and i t s  financing revealed that there is  n general preference for  

secur i ty  o f  tenure. Despite low saving capac i ty  (due to low per 

c a p i t a  income l e v e l s )  a l a r g e  number o f  the households showed 

w i l l ingness  to generate add it iona l  savings s p e c i f i c a l l y  for  home 

ownership. The analys is  a lso  suggested that dwel l ing s ize  should 

have some re la t ionship  with family s i z e  rather than with the earning 

l e v e l s .  Further, there is f e e l in g  that heavy subsidy should be 

provided to keep the housing costs  within  th e i r  reach by keeping the 

in teres t  ra es low. There is a lso  a plea fo r  more f l e x i b l e  repayment 

terms, with a s u f f i c i e n t l y  long duration for  repayment o f  loans. An 

in teres t ing  reve la t ion  is  high pre ference for  loca t ion  v is - a - v i s  

other a t t r ibu tes  o f  housing.

A l l  what has been analys. i  in th is  chapter in regard to

a f f o r d a b i l i t y ,  needs and perceptions o f  fche low income households 

about home ownership is based on a v a r i e t y  o f  information drawn from 

d i f f e r e n t  sources ,  and many times with  v a r y in g  un ive rses  and 

concepts. Despite th is  we b e l ieve  we have been able to gain some 

ins ights  into these issues. One fact which seems to have emerged is



that ,  while low Income households nay not be present ly  spending much 

on housing and r e l a t e d  s e r v i c e s ,  g i v e n  an o p p o r tu n i t y  f o r  home

ownership, many o f  these households would be w i l l i n g  to step up 

th e i r  savings; and even l iq u id a t e  other assets in favour o f  home 

ownership tenure secur i ty  whi le  important closeness to work place is 

high on p r io r i t y .  Also there is  strong preference fo r  some extra 

space with the dwe l l ing  to carry  out economic a c t i v i t y .  Another 

in teres t ing  feature which emerges concerns r e la t in g  dwe l l ing  s i z e  

with family s i z e  rather than income/earning le v e ls .  Further, there 

Ls greater dependence on non- ins t i tu t lona l  sources for  housing funds 

with movables Like j e w e l l e r y  and LIC p o l i c i e s  serving as c o l l a t e r a l .  

Land is  least pre ferred  c o l l a t e r a l ,  perhaps l a r g e l y  because o f  the 

problems o f  forec losure  in the event o f  de fau lts  in  loans repayment.



1. I t  is  estimated that In 1990, the slum population in urban 
areas would be o f  the order o f  51.2 m i l l i on  when compared to 
an estimated urban population o f  241.5 m i l l ion .  C lear ly  a 
l a r g e  part o f  slum popu la t ion  would be in m e t r o p o l i t a n  
c i t i e s  where th e i r  percentage ls estimated to  be around 33 
per cent.

2. Although no f irm estimates are a va i la b le ,  but It  is be lieved 
that the informal sector provides probably a h a l f  o f  a l l  
employment in urban areas.

3. We do pot wish to surmise chat the poor are synonymous with 
rural-urban migrants, and there fo re  curbing migration would 
reduce urban poverty. A migrant is genera l ly  more anhitious, 
and perhaps has entrepreneur ial qu a l i t i e s  -  and indeed, a 
long term res ident may be Less prosperous than the migrant!

4. Since these migrants are e i th e r  landless rural laoour or
marginal farmers they remit most o f  th e i r  savings to th e i r  
homes to meet the cash needs. However, those migrants who 
decide to stay back would be w i l l i n g  to put th e i r  savings 
into sh e l t e r ,  provided they are assured o f  tenuria l  r ights  
at l e as t  o f  some kind. As we would see l a t e r ,  there are
migrants who l iquidated  th e i r  assets In the i r  respec t ive
v i l l a g e s  f o r  home ownership in c i t i e s  (See Ekta V ihar  
experiment in  Delh i ) .

5. According to 1971 Population Census, the share o f  Scheduled
Castes and Scheduled Tr ibes population in to ta l  population 
was r e s p e c t i v e l y  14.60 per cent and 6.94 per cent. There 
a r e  470 i n d i v i d u a l  Scheduled Castes and 260 Scheduled
Tribes.

6. P rov is ions ,  fo r  instance, are made in the Constitution for  
the ed u ca t i o n a l  and economic i n t e r e s t s  o f  the weaker 
sect ions o f  the soc ie ty  and to protect  them from soc ia l  
in ju s t i c e  and a l l  forms o f  e xp lo i ta t ion .

7. Those who did not respond are house owners. Further, fo r
most o f  them maintenance expenditure is  in s ig n i f i c an t  as
th e i r  houses are r e l a t i v e l y  new, requir ing no s i gn i f i c a n t  
expenditure on maintenance.



8. Weighted average rent paying capacity  worked out to be 10
per cent o f  Income, which amounts to Rs 98. 81.

9. This question was put only  to those who did not as yet owned
a house.

10. Some respondents did not spec i fy  the s ize  but they said that
p lo t  should be as b ig  as the e x i s t i n g  one on which the
curren t ly  resided.

11. The Respondents o f  resettlement units revealed that th e i r
sav ings  are  l a r g e l y  devo ted  to incrementa l  housing
undertaken by then.



Distribution o f Urban Households by Expenditure Claas : NSS Data

Monthly Urban areas Approximately actuals
expenditure on rent (Rs)
c lass i.R3> -------------------------------------- ---------------------------------

Percentage Maximum Urban
o f  f eas ib le
households expenditure

on housing 
(Rs)

0 -  165 0. 28 35 45

165 -  220 0. 43 35 36

220 -  275 1. 05 45 36

275 -  330 2. 32 60 43

330 -  385 3. 71 70 46

385 -  470 7. 65 85 54

^7u -  550 S. 86 110 62

550 -  690 1 4 . 83 145 82

690 -  825 12. 07 195 95

825 -  1100 15. 89 290 130

1100 -  1375 i 0. 34 400 169

1375 -  1650 6. 80 575 217

1650 14. 77 636 353

TOTAL 100.00



Asset Owaershlp as on June 30, 1989 : AIDIS Data

P e r c e n t a g e  s h a r e  o f  a s s e t s  owned by C o e f f i c i e n t  o f  
c o n c e n t r a t i o n

Lowes  t Top

10 p e r  
c e n t

25 p e r  
c e n t

50 p e r  
c e n t

25 p e r  
c e n t

10 p e r  
c e n t

U r b a n  
h o u s e 
h o l d  5

0.  1 0. 8 5 . 4 79. 1 57. 0 0. 7040

A l l
h o u s e 
h o l d  s

0. 3 1. 4 3. 1 74. 1 51. 5 0 . 6542

S o u r c e :  A I D I S ,  1981-82 .

TABLE 3. 3

Patte rn  o f  Assets o f  Urban Households As on 30.6.1981 : AIDIS Data

I t em P e r  Cent

1
J. ♦ P r o d u c t i v e  a s s e t s  o f  wh i ch 38. 2

a.  Land 32. 4
b.  L i v e s t o c k  and p o u l t r y o oo

c .  I mp l e me nt s  and ma c h i n e r y 5. 0

2. Bui  I d  ing 3 3. 7

3. Consumer  d u r a b l e s 15. 1

4. A l l  f i n a n c i a l  a s s e t s 11. 0

TOTAL 100. 0
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Socto K o n i l f  P ro f i le  o f  lfr>ritcrn In S e l o l a )  Cit les : l^ h u r  li ira t i

^fira Dtrjoel iii^ Kanjuir li)wrJi Ik ng.il ore N islk

Uiuk-r hi M \ tl2 9/,459 , t . k ». '• ‘ t*i > )7,04t>

a. ffc•.. ,*:f cun ) 97. 34 49. (i ‘J.1. '*0 **.. b ti-J. 5 89.23
U W i;*n ( fv r < nit ) l .U ) MJ. t J. 25 J. 18 11.45 10.41
l*. G\ i M  ( |»«r l'h U ) I (16 0 . V a  29 U.07 1.01 a  36

Ke^uiir workers ( {* 'r  otsii) /5. % H..4 79. 9 HK. 71 HI. 5 9). 12

Ct.«*ul uii iistirb (p .r 24. 0 1 /. '/»o 2u  0 It. ^9 17. 5 6. 77

UJu\it l..>o level

». I l l it e ra t e  ( i « r  Jtail) M'. 2 4R 0 ’ 34. * « 5u. ’*) 23. 50 21. 5/
b» Primary level (f*?r c o i l ) i a  2H 47. Vi 42. :o 37. 5i 42. 3D 45. 69
c. Secm lary leve l (p er  ctatt) 35.8 4.31 11. 51 33. 51 31. 91
d. Graduate & abtve (f*>r c m t) 3.03 • 1.48 0 06 0.64 CL83

A verse  ouitlily Irrane per worker 390. 95 254. 28 m  38 4 ?a 6*:. 572. 28 697.0b
(in  Rs)

Average l.vaiiy sl^c- 3.89 A. 5/ 4.05 3. 3/) 5. OH 5. 48

7. ho.juak: si iI.uk o f  it a U y  mu.:ixT8

A. ;Wr.i|',i-* tui:l*'r o f  C.it’:ur jv r 1. ?5 1. 6fc 1 I t . 1 . 14 1. 16 1 . 0 5

f<mi ly
b. /Ver.v,£ rai.il<-r o f  futiuitg 0 .  <J9 i i .  30 a  0 3 0 . 0 6 0 .  4 0 0 . 4 0

depenlijitft fx*r fou lly
c. A ' e r ^ e  m i n t v r  o f ; * ) n - e . i r i d i > ; 2 . 55 2 . Vi 2. K ) 2 .  14 3 . 52 4 . 0 4

d e jV ' i i i b i iC t i  p*-*r f r t n l l y

A v e r . t t f e  | t r  f t u i l y  ( i n  l i .s ) 52 ) .  87 4 2 7 .  i ‘i 7u 2 . A 5 / 9 . LH 9 2  \. M, i o i a  74

I v r  c a p l i n  l i t i w  ( i n  R s ) 1 3 4 . (.7 9 1 . 4 6 1 71 . )M

oc*\

h
i 181. K8 1 * . . 4 *

S  ul\ r :  K j i i i1 1 \ H » l t ; i t  S u r v e y ,  1 9 a i -

3a  Ijxit

2 8 ,  \ *>

9b. 4o
3. 30 

0 .  fc4

0.1**

i V
A l .  7 j  

23. 55

a 12

5W. /9

4. (K»

. 1/ 

a  j )

2 . 67

717. .8  

177. 5m

6o



P ia t r l b u t  loti o f  Hbricera by I  r e a r  and R«pendtture  an Rent ; Lahaiir Buraa i  Data

Agra U ir joe lin g  Karpur Ibvrah Rut^alore Nisik Jaipur

111 a,*! cld&to (a)1
Nuifcer of 
people 
per cait

(b)*
KxptMul iture 
on rvsit

(a) (b) (a) (b) («) (b) (a) (b) (a) f b) <») 16)

<Rs 60 0.33 - - N. A 0. 05 ti A - 4.27 0. 23 - 0.17 - - -

Rs 60- 100 0. 51 7.26 - N. A 0. 29 N. A - - 0.03 9142 1. 75 5. 39 - -

Rs 100- 150 a  to 12. 59 0. L3 N. A. a  76 N. A L 07 - 0. 70 - 0.92 - 0.15 -

Rs 150-  200 0.62 - 0.26 N. A 1.04 N. A a  tc 4.41 a  35 13.34 (X 38 - a  15 -

Rs J00- J00 3.54 1. 52 9.33 N. A 4.51 N. A 1.83 4.27 2. 51 i a 72 1.10 2. 3J 7.74

Rs 300- 501 S3. 10 5.35 27. 21 N. A 16.40 N. A 24.35 k. y.i 11.03 7.00 9. 4; n. v l 7. y) I t  14

Rs 51J0-  750 37.87 4.64 37. 9/ N. A 41.26 N. A 4d 7a 4. 38 13.01 5.45 16.74 «, /■> -6. t* H W,

Rs 750-1000 &0b 6. 14 1&40 M A 17. 9) M A 10. 26 7. a: 19.06 4. 27 21.65 ^' 14. 6‘, C*i

Rs UJUO-1500 14.27 2. 49 5. >3 ii A 11. /I N. A 1(143 5. Oi 34.05 4. 74 29. 79 ... u;> oK

Rs IxO aid alxx'e 4. 00 2.03 1. 31 N. A 5. !W N. A 2. 46 4. % 17. tti 3.22 1&03 1. 9/ ti 73 :<■%

Note*: 1. Incluios j.uople .^ a l r> yuars «ml .iN ve. Source: F-unily Q hi get Survey, J9HU-61.

2. Represents .iver.i^e expenditure on rvnt .is per ccsit o f  jveroge 
to ta l expenditure by ircoae class*



Incaae and 8»ra»Htuiit S titia  of Hitlgn In Selected Cities ; Labour Bureau Data

■Agra Di rjee ling ICtfi[iir lliwr,#i Hi/ft^alnrv Nislk Jaipur

1. /Werage Irv.iuc per family ( In Rs) 523.87 427. 19 702. 26 579. 18 923.96 1010. 74 717.28

2.

3.

Midal incane c la ss  C l s )  

Expenditure ( In Rs)

300-7,'iJ 300-750 500-750 300-750 1000-1500 1000-1500 500-750

a. A'tira^e conttinjc Ion 
©(perditure

522. *> 50). 10 617. 67 41& 21 I0b0. 18 1026. 12 624. ?4

b. /Ver ^’t* non-trcsiarapL ion 
expenditure

4/..OT 9. 70 6). 1H 87. 27 32.46 to. 63 57.90

4. Average (Epical d e la y s 101. 77 66.27 111. 99 95.02 234.00 288.92 203.46

5 . Total (3 + 4 ) 668.56 579.07 814. 64 60). 50 1346. 64 1375. 67 8Hk. 10

b. D efic it ( 5  -  1) 144. 69 151.88 112. 58 21. 32 422.68 364.93 168.(1'

7. Average exj»;i\l iture on housing 
(T ota l)

30.87 36. a ) 8J. 18 33.61 54. 89 54.4.) 4a 28

a .  fle per ca it  o f  licone 5.9 8.4 11.4 5.8 5.9 5.4 5. b
b- /*> per cent o f >:onun|t. Ion 

expenditure
5.9 7.2 13.0 8.0 5.2 5.2 6.4

8. Average expM.1 Jilin' on rent only 29.96 34.72 41. 44 33. 61 51.39 4 a  99 3 a  93

a. A *  |ier cent o f  l i r c i i i u 5. 7 A  1 5. 9 5. 8 5. b 4.8 5.4
b. M  per cm t o f  i:ixu*iapt ion 5. 7 6. 9 6. 7 8 0 4.8 4.8 6. 2

t s c p e r i l i t  L ire

S o u r r e :  K .jn  1 1 y  S u r v e y ,  1 9 8 3 - 8 1 .



I n M t a t a i  o f  Hartera : U n u r  Bureau (M ti

Agra Chrjeellng Kanpur H our* ftuiRalore Jhsik Utpur

Ver^ge aaon t o f  loan per 
tndebtel f o l l y  (In  Rs)

A/erage aoont o f  loon per indebted 
fa a ily  by iaportant sources

087.16 4 4 L J ) 1890.08 973. 24 2435.36 2822. 37 1749.2

a- Friends ind relatives
(per cent o f  total loan)

- - 26.36 12.24 12.58

b- Money Itfider 'per rent o f  
total loan)

2a 11 5.42 2.0 23.08 ~ 45.73

c. G rrperatW e jred lt  society  
(per :i5Tt of rot at livin)

0 .23 30. 24 . : .o 8.06 25.0 **

d. PrwIdatf fusvd (per cant o f  
total loan)

5.2 24. 67 j. 30 a2 0 38.31 14.06

e. 9iopkeeper(s)/i3apioyeK£) 
(per cait o f total loan)

35.61 fs ) 19. 92(E) 16.23(E) 17.32(E)

I n «  l t i t  ional/Non inst I t it  lonal 
debt ratio

Interest charged (on /nants given 
as per oe 't  o f tota l)

0. 27 1.34 - i. 0 0.73 6.49 0. 54

a. *£> interest 49.0 39. 11 11. 54 21. 11 43.44 29.0
h. 5-10 per cent 16.2 ■V). 8 -̂ 5. lb 14.70 2i. 38 2a 16
c. 10-15 per cent 6.3 1.0 'J. % 6.64 13. 74 12.89
d. 15-25 per cent 16.2 - - ia 2 7 22. 11 26. 17
e. 25 per ce it and above 

Secixity provided

19.0 9.92 24. 54 a  58 11.49

a. >b sncvTity (per cent loan) 53 so 85 82 o 85
b. UC ;jolli:y (per cent I o j i ) 38 2 - - 5
c. Crrwaents ft j& je lle ry  (per  

cert Loar)
8.95 3 > 10 “ -

d. Land (per cent loan) - 3 " - 8 -

Sour •>: ' C1 i  I y  E i lg e t  S u rvey , 1900- 6 1 .

b9



Itvtioe

T o ta l o f

K:i i t)

Rs i^L  -  Rs 1 H)

R s  751 -  R s  1500

Rs 1501 ~ Rs 2500

Ri. J:j01

Nf)te: Br,*'.keced Figures ai

P I/H r lh Clnn o f  Ikm rtiolJ by In r c r  C l^ iM g : IH<n

(Hxjfiulwlds la thDu&irri)

Hnnfriy U tlc iil.i Mulrari Dui^alotv /I.Diil.th,it 1lyiii‘r,ib.«l lin e Ifclhl K*wi|»ir Mig|xjr [jn'kni*v J.1 IpiiT Total

Kt'iJ m ; 725 42/ 421 <*OH 2 % 10*4 2Ai 225 168 152 7206

1)5 4.1) 21/ 69 54 7) 47 170 69 55 37 21 1)88
(9 .1 ) (27 .5 ) (29.9) (16. 1) (12 .9 ) ( H O ) (15.9 ) (16 .8 ) (25.7) (24. 5) (22 .2 ) (13 .7 ) (19.26)

49> 619 248 137 171 I5‘J 9) 410 122 91 71 65 2687
(33.2) (39. 1) (34.1) (32. 1) (41 .6 ) (39.0) (31.5) (39 .3 ) (45 .0 ) (41.2) (42 .6 ) (42 .8 ) (37.28)

517 3eO 1K3 145 135 12H 100 295 63 54 41 43 2054
(34. 7) (22.2) (25.3) (34.0) (32. . ) (31.5) (34.0) (38.3) (23.1) (23.9) (24. 7) (2a 3) (28.50)

2)5 13) 51 49 3:> 36 38 99 13 17 13 16 692
(13.7) (7 .6) (7.0) (11.5) (8 .3 ) (S. 7) (13.0) (9 .5 ) (4 .7) (7 .7) (7 .9) (10. 6) (9.6)

138 57 27 27 2' 11 16 64 4 6 4 7 382
(9.3) (3 .6 ) (3.7) (6.2) (5. 1) (2.8) (5 .6 ) (6.2) (1.6) (2.7) (2.6) (4.7) (5.3)

Perraitages. Source: Indian Market Research Bureau



Dlttrlhtlco of AAill» by Occup«.lon fan»>tli« : 1MH Data

(In tluuainlt)

Cions friabay QiloiAta ttklms ftingaloie Amulatutl Ityder.ihdtl I\ne Delhi Kanpur Nigpur tucknow lalpur Total

ToUil rxiaber o f  working adultsJ067 12V. 1 (50 917 793 735 5/4 21JJ 511 350 308 289 14734

Prt) Lessimials anl ©ucutJvea 242 
(7 .9 )

24#
(7 .7 )

122
O- 0 ) 

0

118
(12 .9 )

46
(5 .8 )

77
(10.4 )

47
( a  2)

241 

(11- 29)

22
(4 .3 )

33
(9 .4 )

31
( i a o 6 )

29
d a r n )

1256
(8 .5 )

Clerks 1003
(32.7)

1179
06. 5)

451
(31.4 )

30)
(3 3 .0 )

27J
(34.4)

238 188 
(32. 38) (32. 7)

723
(3 3 .9 )

207 142 
(4 tt 35) (4 a  6 )

133 
(43. 18)

97
(33.56)

6193
(41.0 )

Hushtss 207
(6 .7 )

57
(1 .8 )

30 
(2- 2)

35 
(3. 8 )

57 

(7- 18)
21

(2 .85 )
18

(3 .1 )
133

(6 -2 )
17

(3 .3 )
17

(4 .8 5 )
13

(4 .2 )
18

(6 .2 )
623 

(4 . 2 )

Self ouploytj! profest-loiials 99 
(2 .8 )

113
0 - 5 )

18 

(1. 3)
16

(1 .7 )
10

(1 -26 )
8

(1 -08 )
28 

(4. 9 )
17

(1 -7 )
9

(1 .7 )
4

( i . i )
7

(2 .3 )
b

(2. 1)
355

(2 .4 )

^ki i ltil workiTb 8J7
(2 6 .3 )

922 
(2 a  5)

407 
(30. 15)

269
(29 .3 )

244 
(30. 76)

224 151 
(30.47) (26 .6 ) NJ W r 

IS>
 

CD 
<*/> 132 

(25. 7)
116 

(33. 1)
77

(2 5 .0 )
80

(2 7 .7 )
3982

(2 6 .0 )

U nsk illed  wjrkt:rs 709
(23.1 )

714 
(2 2 .1 )

J23 
(23. 9 )

176 
<19. 19)

162
(20.4)

167
(22.7 )

141
(24 .6 )

447 
(2 tt 9 )

126 
(24. 5)

76
(2 1 .7 )

47
(1 5 .25 )

59 
(2 a  4 )

3147 
(2 tt 86 )

U-iiurs 471
(13 .3 )

553 
(17. 1)

IX )
(27 .4 )

267 
(29. 1)

116 286 125 319 59 112 45 52 2775

S ca la u s  diii ;*>n-wjrkang 2124 3245 I yf> 1038 928 9?0 625 2u7G 573 514 339 345
we:*1!; aj\i <*:>crs

N/Cc: Hr.k ki i.il Ff^tuvu are fV.*rT.cjit«wt*. Soiin.o: Indian ttirtet Resfc'an:h Bureau



Household8 Average Savings In  Physical 
and Financial Assets : NIBM Data

Savers Physical Financial
assets  assets

Bank 5900 2300

No— Bank 1900 700

Source: NIBM Survey.

TABLE 3.12

Average Amount Invested  In Phys ica l  Assets  : NIBM Data

Assets Bank
Savers

Non-Bank
Savers

Land 16100 9800

Hoi; 2/property 26500 7900

Business assets 12900 2200

Farm assets 1100 2100

Gold/jewellery 3800 1900

Consumer durables 3100 1000



The Average Level o f  Savings in Financial Assets : MI EM Data

Assets Bank
Savers

Non-Bank
Savers

Company depos its ,  e tc . 6000 800

UTI 4000 1600

Bank. 2300 -

LIC, PPF, etc. 1900 700

Chit funds 2300 900

Post o f f i c e 2000 700

Source: NIBM Survey.

TABLE 3.14

Dis tr ibu t ion  o f  Respondents by Nature o f  Income :
NIPFP 'Data

Nature o f  Income 

Number o f  Respondents Regular I r r egu la r

139 46 93
(33.1 )  (66.9 )

Note: Bracketed f igures  are Source: National In s t i tu t e  o f
percentages. Public Finance and

Po l ic y  Survey.



Distribution o f Respondents by Incoae C lasses : NIPFP Data

Earnings Per Month Number o f  Respondents

JJ JJR Janata Slum Rohini Sample

Less than upto 
Rs 500

7 8 - - 4 19

500 -  800 9 8 - - 2 19

800 -  1000 11 7 - 3 7 28

1000 -  150( 9 14 2 2 8 35

1500 -  2000 3 4 - 7 - 14

2000 -  2500 0 5 1 3 9 18

2 500 and above 3 3 - - 6 12

42 49 3 15 36 145

Mean Incomes 988. 10 1158.16 1583.33 1613 1495. 83 1206.54

Median Incomes 936. 00 1053.00 1375.00 1678. 57 1312. 00 1092. 86

Source: NIPFP Survey.



Current Expenditure on Housing : tiLPPP Data 
(In  Per Cent T e n s )

As Per Cent o f  Income Number o f  Respondents

0 - 2 7
(10. 9)

2 - 4 )
) 24

4 - 6 ) (37.5 )

6 - 8 )
) 23

8 - 1 0 ) (35.9 )

10 -  15 10
(15.6 )

TOTAL 64
( 100. 0 )

Note: Bracketed f igures Source: NIPFP Survey.
are percentages.



Rent Paying Capacity : NIPFP Data

( In  rupees)

Amount in Rupees Number o f  Respondents

N i l 31
(54.3 )

0 - 5 0 3
(5. 3)

50 -  100 5
(S. 7)

100 -  150 t.

(7 .0 )

150 -  200 7
(12.3 )

200 -  250 7

(12. 3)

57
(100.0)

Note: Bracketed f igures  Source: NIPFP Survey,
are percentages.



Rent Paying Capacity (In  Per Cent Teraa) : MIPFP Data

Rent Paying Capacity 
as Per Cent o f  Incoar

Number o f  
Respondents

Per Cent 
Respondents

N i l 31 54. 3
0 - 5 4 7.0
5 - 1 0 4 7.0

10 -  15 5 8. 7
15 -  20 9 15. 8
20 - 25 / * 7. 0

57 100. 0

Out: ) f  these 9 respondents one household has da iry  business, 
two have b u i l d in g  m a te r ia l  shops wh i le  one person i s  
un*--’.ployed but has four sons-a ll  working and married. Each 
household has occupied l o t  o f  space not less  than 500 sq. 
yards. A l l  these people spec i f i ed  some amount which they 
thought they could pay as rent -  which worked out to be 
between 15-20 per cent o f  th e i r  incomes- They a l l  said that 
unless they are given as big p lo ts  as they current ly  have 
they vould ne ither  l i k e  to move from here nor would they pay 
the sp ec i f i ed  ^amount o f  rent. However, i t  i s  noticed that 
th e i r  income is  e i ther  underreported or reported, wrongly. 
For instance a respondent who has four earnings sons has 
reported his income as Rs 1,000. When we v i s i t e d  his house 
i t  vas found that he has two hand pumps, four semi-pucca 
houses with two rooms each, separate coocking and bathing 
space. S im i la r ly ,  person in dairy  business reported his 
earnings to be Rs 2,000 which seems incred ib le -  S im i lar ly ,  
respondents having build ing materia l  shop reported th e i r  
incomes as Rs 1,000 each, though both maintain a scooter.

Their  current earnings are in the .range o f  Rs 300 to Rs 500. 
These people expect th e i r  children to s ta r t  earning in the 
near future. I f  that mater ia l ised they thought they could 
pay :< amount as rent. This x amount worked out to be 20-25 
per cent* o f  th e i r  reported (current )  incomes.



Additional Savings Generation fo r Houslig : NIPFP Data

Addit ional Savings would be 
Generated by

Number o f  Respondents

( i )  Curtail ing consumption 11 (19.2 per cent)

( i i )  Working extra hours 29 (50.8 per cent)

( i i i )  Both ( i )  and ( i i ) 17 (29. 7 per cent)

57

Source: NIPFP Survey.

TABLE 3.20

Addit ional  Savings ( I n  Per  Cent Terms) : NIPFP Data

Savings As Per Cent Number o f  Respondents
o f  Current Income

N i l 11 (19. 29 per cen t )

0 - 5 11 (19. 29 per c e n t )

5 - 1 0 11 (19.49 per cen t )

10 -  15 7 ( 12. 2 per cen t )

15 -  20 7 ( 12. 2 per cen t )

20 -  25 5 ( 8.8 per cen t )

Above 25 5 ( 8. 8 pe r cen t )

57



TABLE 3.21 

Additional Savings : NIPFP Data

( i n  rup*?es)

Addit ional  Savings Number o f  Respondent?

N i l 11 (19. 29 per cen t )

Rs 1 - 5 0 8 (14.0 per cen t )

Rs 50 -  100 11 (19. 29 per c en t )

Rs 100 -  150 0 ( N i l )

Rs 150 -  200 8 (14. 0 per c en t )

Rs 200 -  250 5 ( 3. 8 Per cent )

Rs 2 50 -  300 5 ( 3. 8 per cent )

57

Source: NIPFP Survey.

TABLE 3.22

Responses with Regard t o  Development : NIPFP Data

Downpayment in Rs Number o f  Respondents

N i l  12 (28. 5 per cent)

500 -  1000 7 (16. 6 per cent)

1000 -  2000 15 (35. 7 per cent)

2000 -  3000 5 (11. 9 per cent)

3000 -  4000 2 ( 4.7 per cent)

4000 and above L ( 2. 3 per cent )

42



TABIJi 3. 23

Housing Loan: Waao o f  Agency, Aaount o f  Loan and Rate  o f  In t e r e s t  : NIPFP Data

S I .  
N o .

R e s p o n d e n t s  
0 c c u p . i t  i o n

Name o f  
U n i t s

I n c o m e  G r o u p  
i n  Rs

L o a n  G i v i n g  A g e n c y A a o u n t  o f  
L o a n  I n  Rs

I n t e r e s t
C h a r g e d

1. St: i'v ii* e R o h i n l ‘i 0 0 - l  l ) u i ( . : V \ V, 2 3 ,0 0 0 8. 3 p e r  c e n t

2. S erv  ioc K«.» ( 11 n i 1 ‘,(h ) -2 0 0 o 1 r 1>C ( rjj> I oye r ) 4 7, 800 *1. A.

3. S e r v  ic  e R o h i  n l 1 5O0-200O Ft 1 (Km pi o y e r ) 6 0 ,0 0 0 A s  p e r  r u l e

4. S e r v i c e R o h i  n l 1 5009-2000 M o t h e r  D n l r )  ( K m p l o y e r ) 1 ,0 0 ,0 0 0 A s  p e r  r u l e

5. B u s !n e s s J .J .  R. 1500-2000 Si a t e  Bank c f I rut ia 6 , 500 S. A.

0. S erv  ice J .J .  R. 1500-2000 P u n ja b  N a t io n a l Kink 15,000 S. A.

7. S e rv  ice R o h in l 2000-2  50t,‘ M in is t r y  o f  in d u s t r y  E m p lo y e r ) 7 b ,0 0 0 8. 5 p e r  cen t

8. G o v t . Se rv ic e Rti h I n 1 2000-2  500 Dt* pa rtiatMit w h ere  wu rk 1 i\% ft 7 , 000 H. 5 p e r  cen t

y. G o v t . S erv  ic e Ja n a ta  C o lon y 1000-1 50t> I 'r i v a t e  Money le n d e r s N. A. N. A-

10. Gov t . Se rv lc e J a n a ta  C o lon y

01o

P r i v a lo  Honey le n d e r s N- A. S. A.

l i . B u s ln e s s R o h in l 500 -1000 U. D. F. C. N A. N. A.

1 2. Bus! nesd Roltl nJ 2500-3000 M i n i s t r y  o f  Env ironm ent and 
F o re s t  (E m p lo y e r )

t O , 000 N. A-

S o u rc e : N I P r P  S u rv e y .



LOU AMD MIDDLE INCOME GROUP HOUSING : PROBLEMS AD  TROGKAMBS

4.1 Introduct ion

We have so fa r  been concerned w i th  p ro v id in g  a 

backgn  and to the study in t e rns  o f  ( i )  some macro-economic 

par;v;:et--rs o f  Indian economy; ( i i )  broad trends in urbanisation, 

and ( i i ' i  housing s i tua t ion  in the country. An attempt was also 

made to construct broad socio-economic p r o f i l e  o f  the low income 

households using both the ava i lab le  information as wel l  as the une 

s p e c i f i c a l l y  c o l l e c t e d  from the f i e l d  on income, sav ings ,  

consumption, asset and indebtedness. This, in the context o f  home 

ownership would hope fu l ly  to provide useful clues in regard to the 

aspects o f  a f f o r d a b i l i t y .

To begin with some o f  the major problems experienced in 

home ownership are o u t l in e d .  ,These problems are e s s e n t i a l l y  

concerned with three major inputs to housing, namely, f inance, 

land, and bui ld ing materia ls . The emphasis is  on low and middle 

income households- I n t e r - a l i a ,  some o f  the ex is t ing  government 

housing schemes and programmes, e s p e c ia l l y  for  the low income 

households are descr ibed. An ind icat ion is also given about the 

major sources o f  funds on which these households depend for home 

ownership. We 'begin  by ou t l in ing  the basic requirements which 

need to be met in order to obtain housing funds from formal sector 

f inanc ia l  ins t i tu t ions .  Then Issues r e la t in g  to land and building 

mater ia ls  are discussed. In our desc r ip t ion ,  we have, as already



mentioned, confined ourselves e s sen t ia l  v the problems faced by

th e  low income households ,  a l though t h i s  has not always been

poss ib le  - 2ven not considered ne^-.: i- , is  issues in housing 

o f  low in*mo*. households cannot compl.' t-Ly be isolated from those 

o f  the no . - low income househo lds  n<v-1 s usp o f  sone kind o f  

cosnpJ naenc.;- •.* v between them. Alsc r-n.- idea i t  prov ided about 

major government e f f o r t s  to prov ide  housing to rural population - 

as th is  again has some relevance to the Issues o f  housing o f  urban 

poor  - s ince a l a r g e  number o f  the urban poor i r e  from ru ra l  

areas -

4.2. At:ces« to  Loans from Fonaal Sec tor  Financia l ins t i tu t ions

E l i g i b i l i t y  c r i t e r i a  t o r  h o u s i n g  lo ar .  i.n I n d i a  i s  

r e s t  r i c t  i v e ,  h.-ised on f o r m a l  s e c t o r  a d o p t e d  f -  i  the  w^«t e r n

- o d e i  ~ f  ci-^r t irade.  I n  o r d e r  t o  be e l i g i b l e  f o r  : v m  from a

f o r m a l  s e c : o r  i n s t i t u t i o n ,  t ne  f o l l o w i n g  no r s  ■ . i r e  u s u a l l y  

f o l l o w e d :

4.2.1 Mortgage: F irst  c lass  English mortgage - this means that

the land should be f u l l y  covered by a l l  l e g a i  t i t l e s ,  whether 

f r e eh o ld  or l e a s e h o ld ,  p e rm iss io n  o f  l e s s o r  is necessary .  

Equitable mortgage is also becoming popular with banks and HDFC as 

i t  i s  a s imp ler  procedure and bypasses  the high cos t  o f  

r eg is t ra t ion .

4 . 2 . 2  R e g u l a r  In com e :  Normal ly  r e g u l a r  income becomes a

necessary qu a l i f i ca t ion .  This would g en e ra l l y  mean formal sector 

employment/proprietorship o f  f irm. Income tax c e r t i f i c a t e  is also 

an additional  requirement. For non-taxpayers proof o f  assets ,  

l ik e  i g r i cu l tu ra l  land is necessary ( i r r e g u l a r ,  informal sector  

incone normally does not q u a l i f y ) .  The formal sector  employment



-in Lndla co«a±st-& joX ibout, 32 m.11 l ion ,  e g p l . ' q s ; These people are 

normally required to subscribe to Provident hund, and are e l i g i b l e  

to housing loans trnti these  funds. The government employees  

amongst them are a d d i t i o n a l l y  e n t i t l e d  zr. Government's House 

Building Advance i nar.y  ̂ them are unable ro . a l l  withdrawal from 

the G P F  or HB>. i s  - y  are unable :• p r o d u c e ,  m unic ipa l  

c e r t i f i c a t i o n ;  and e v e n t u a l l y  some o f  t-iea g e t t i n g  pushed to 

informal housing market).

A. 2.3 Municipal C e r t i f i c a t i o n  o f  Maps o f  the Building against 

which loan is  proposed. This automatically  excludes the so ca l l ed  

unauthorised sector ,  even though the land r. iy be l e g a l l y  o w e d , 

but not be according to zoning plans.

4. 2. A A f f o r d a b i l i t y  C r i t e r i a :  The amount o f  loan is based on

a f f o r d a b i l i t y  c r i t e r i a  which take in to  account ( a )  leng th  o f  

serv ice  l e f t  froa retirement and ( b) 25 per cent o f  Income is the 

maximum p erm iss ib le  for  the repayment o f  ins ta lm ents  o f  both 

pr inc ipa l  and in teres t .  This provis ion is modified genera l ly  to 

include the family income ( i n  case more than one person in the 

household is on a regular salary) in order to take into account 

the t o t a l  e l i g i b l e  net household income.

I t  should however be pointed  out that  there  are 

v a r i a t i o n s  w i th in  the s e c t o r  e s p e c i a l l y  between the p r i v a t e  

f inanc ia l  ins t i tu t ions  and public sector  ins t i tu t ion s  ( l i k e  HUDCO 

and State Corporations) and the Cooperative*;. The interest  rates 

a l s o  v a ry .  While  HUDCO and HDFC o f f e r  v a r y in g  i n t e r e s t  r a t e s  

through the pract ice  o f  internal cross subsid izat ion o f  in t e r e s t ,  

based on income or quantum o f  loan c r i t e r i a .  Cooperative structure 

o f f e r s  only a f ixed in t e r e s t  loan for a l l .



So f a r  as persons  employed In the formal s e c t o r  are  

concerned, they are able to obtain loan from th e i r  respec t iv e  

Provident Funds and a lso  from formal sector  in s t i tu t i o n s ,  subject 

to th e i r  f u l f i l l i n g  c e r ta in  condit ions.  For government servants 

and employees o f  o t h e r  pub l ic  s e c t o r  under tak ings  Housing 

Building Advances are also ava i lab le .  The disadvantaged groups 

belonging to Scheduled Castes and Scheduled T r ibes  are e n t i t l e d  to 

obtain loans from Scheduled Commercial Banks.

So far  as persons in the informal sector  are c '.'.erned, 

apart from loans f rom info  n a i  sources they have to es i n t i a l l y  

depend upon loans  froi- H’.JDCO and S ta te  Housing Eoar.i These 

people, because o f  t i i e i r  uncertain earnings, and i n a b i l i t y  to 

furnish acceptable c o l l a t e r a l .   ̂r^ unable to obta in  any 1 ins £ com 

other housing f inance in s t i tu t ion s .

So far  as access co loans from f inan c ia l  in s t i tu t i o n s  is 

concerned, most people with regular incomes and in the organised 

sector  are able to obta in  loan from HFIs and Banks. But t :,.ose in 

the informal sector  have to look around for s p e c i f i c  sch^-aes o f  

the government where these people are s p e c i f i c a l l y  permitted to 

procure loans on spec ia l  terms.

We may point out that i t  is d i f f i c u l t  to g i v e  an idea o f  

the proportion o f  people who benef i t  from f inanc ia l  in s t i tu t ion s  

so fa r  as loans f o r  housing are concerned ,  but i t  would be 

reasonable to expect that th e i r  number w i l l  be ’substant ia l  within 

the organised employment sector . The same cannot be said o f  the 

informal sector ,  except for  the s o c ia l l y  disadvantaged c lasses  for 

whom f i n a n c i a l  a s s i s t a n c e  is made a v a i l a b l e  m a in ly  through 

scheduled commercial banks.



4.3 Constraints and Obstacles to  Housing in India

In th is  sect ion v** nr<? cnv-erned with discussing b r i e f l y  

some o f  the major constra in ts  to Increasing housing supply in 

I nd i a .

4 . 3 . 1  Land :  A major  c o n s t r a in t  to housing has been the

inadequate supply o f  developed urban land. The po l icy  response to 

th is  problem has mainly consisted of  two kinds o f  measures, both 

o f  which probably have had counterproductive e f f e c t s .  The f i . -s t ,  

best exempli f ied by urban Land pol icy  in the development o f  D- 1'ni , 

has consisted o f  schemes for  large scale a cqu is i t ion ,  development 

and disposal  o f  land. The idea is,  fo r  the public sector  to 

acquire in advance large t racts  o f  land in and around devei  ping 

c i t i e s ;  to  d eve lop  the t r a c t s  and then to s e l l  parce l . ; at 

e s s e n t i a l l y  cost-plus prices to selected and deserving sect ions o f  

thi» population and .if auction priced to others  The ob je c t i v e  is 

to contro l  unwarranted increases in land prices.  The private  

sector  is then excluded from land development. The eventual result 

o f  such a programme is  o f ten  counterproductive. There are two 

problems. F i r s t ,  i t  is  d i f f i c u l t  f o r  a pu b l i c  a u t h o r i t y  to 

develop land fast enough to keep pace with demand because o f  both 

f inanc ia l  as wel l  as implementation cost constra ints-  A queue for 

developed land there fo re  develops. I t  has not proved to be u s y  

to devise equitable  procedures for the a l l o c a t i o n  o f  land such 

that the poor ac tua l ly  have Improved access. The e f f e c t  o f  the 

f i r s t  problem has been the expansion o f  b la ck  market and an 

increase in e f f e c t i v e  price o f  land, the l a t t e r  further  preventing 

the access to the poor.



The second major response i s  the imposit ion o f  the Urban

L.avi C e i l in g  and Regulation Act o f  1976- This indeed is  known to

fee one c f  the most s i g n i f i c a n t  fac to rs  in h ib i t in g  the land markets

c>ver the l a s t  decade, a period o f  rapid urban growth. The idea is

t o  acquire a l l  excess land held by ind iv idua ls  over stated l im its

t o  permissible holdings- These l im i t s  var ied  by c i t y  s i z e ,  the

L im it  b e ing  500 square  metres  in  the l a r g e r  c i t i e s .  I t  was

expected that the public  sector  would be able to acquire large

trac ts  o f  land by th i s  procedure, develop them and a l l o t  p lo ts  to

the  poor at a f fo rdab le  prices.  The actual e f f e c t s  have been quit:-

the opposite- For example, although e Act has a tew t igh t  L;

spec i f ied  exemptions, i t  e f f e c t i v e l y  p roh ib i ts  transactions in

land holdings above sp ec i f i e d  s izes  whi ' vary with the population

s i z e  o f  the c i t y .  The owners o f  lar..i ire  required to r e g i s t e r

th e i r  holdings and surrender the excess _o the State government at

corapensation f ixed at 8. J tiraes the act :al income gained from the

land over the preceding f i v e  voars- ' i  i s ,  hnwe'-’ er,  in te res t ing

to  point out that  the government has in f a c t  taken p h y s i c a l

possession o f  only  about 2 per cent o f  .:he estimated amount o f

excess land- The o r i g in a l  in ten t ion  o f  the Act was to reduce the
t>

concentration o f  hold ings by the r ich ,  reduce speculat ion,  and 

g e n e r a l l y  b r ing  about a more e q u i t a b l e  d i s t r i b u t i o n  o f  land 

ownership. The e f f e c t  however o f  th is  frozen urban land market 

has been a steep r ise  in land prices.  C lear ly ,  the high land 

prices have Hiade p r iva te  land development unaf fordable  in the 

c en t r e s  o f  the l a r g e  c i t i e s -  This  has r e s u l t e d  in p r i v a t e  

developers mpving to the f r inges  o f  the la rge  c i t i e s  where the Act 

is  riot app l icab le .  I t  has resulted in’ enormous extra costs  in 

transportat ion ,  in f ras t ruc tu re ,  e t c . ,  a p i r t  froa extending the 

s ize  o f  the urbanised area.



There is  now a debate in  regard to  the problems created 

by th is  Act. A suggestion has also been made to repeal th is  Act. 

The p o l i t i c a l  f e a s i b i l i t y  o f  th i s  to happen is however doubtful.  

There i s  also a suggestion to d e le te  'C '  and ~D' ca tegor ies  o f  

/rban agglomerations from the provis ions o f  the Act as i t  is f e l t  

chat there is  no shortage o f  land in these agglomerations when

compared to urban agglomerations in 'A '  and B' ca tegor ies  Even

here a p o l i c y  o f  guided development by pr ivate/cooperat ive  sector

is  sugges ted .  Also f o r  speedy deve lopment o f  vacant land,  

substant ia l  tax on a i l  vacant lands has been :ggested. Further, 

in regard to large -,oale land acqu is i t ion  b. ;:n;blio au thor i t ies  

for  i t s  development ind disposal ,  there is  a c census that such a 

step should be tak.^i with great caution e spec ia l l y  a f t e r  Delhi

experience.

Table 4.1 shows that out o f  a t o t i i  o f  1,66,192 hectares 

o f  land estimated as excess over the urban l and c e i l i n g ,  only 8.7 

per cent  has been acqu ired .  Of t h i s  o n l y  0.37 per cent was 

ac tua l ly  used by government for  construct ion though 2.32 per cent 

o f  the excess land was taken possession o f .  While no spec i f i c  

c o r r e l a t i o n  could be e s t a b l i s h e d ,  there  has been a dramatic  

increase in land prices  in urban areas a f t e r  the ULCR Act came 

in t o  fo r c e .  The Act,  on the o ther  hand, has c e r t a i n l y  not 

p reven ted  s p e c u la t i o n  o r  p r o f i t e e r i n g .  TV? Commission has 

recommended that while the Act should be retained,  i t  should be 

ra t ion a l i s ed  and made easy to implement, r'urthe*, i t  has suggested 

some st^ps by wjiich i t  could be made e f f e c t i v e  and lapd 

u t i l i s a t i o n  can be optimized. C lear ly ,  some modif ications in the 

Act i s  necessary to enable the use o f  the fr>;:en land to be part ly



released., f o r  the ES4S, Necessary m oda l i t ies  could be wpjk«<l, out.

for  use o f  such l.ir.d on : sharing b a s i s  between the pu b l i c

au thor i t i e s  and the owners o f  such frozen land.

4 .3 .2  Rent Contro l  Laws: Apart from the land f a c t o r ,  rent

contro l  laws also influence housing supply. In Ind ia ,  almost ha l f  

o f  the urban housing i s  renta l  housing. The rent con tro l  laws in 

respect o f  rents and occupancy r ights  apply to a la r g e  part o f  the 

o lder  stock o f  housing occupied mainly by low-income households. 

Because rents are frozen at low l e v e l s ,  s tructures  have been i l l  

maintained and very  l i t t l e  renta l  housing Is  b u i l t  because i t  is  

con s ide red  as a l e s s  p r o f i t a b l e  investment g i v e n  the cu r ren t  

regulat ions.  Also the property assessments for  tax purposes are 

genera l ly  based on con tro l l ed  rental va lues,  which are  maintained 

far below the rea l market values. One e f f e c t  o f  th i s  has been h. 

low tax base and hence a tremendous loss in the municipal revenues 

through property Lax. I t  should however be admitted that while 

ftiprp is a general r e a l i s a t i o n  about the var ious problems created 

by rent contro l  laws, there is  a very  l i t t l e  that has been done. 

The exception being the Delhi Rent Act where rents  may be rev ised 

every 3 years, to ensure a su f f i c i en t  return to the owner and 

encourage adequate property maintenance. A l l  renta l  units  priced 

above Rs 3,500 per month are now out o f  the rent con tro l  and a 

grace period for  newly-constructed units is  being extended from 

the current f i v e  years to ten. I t  is d i f f i c u l t  to assess at th is  

stage the extent to which these reforms would help in enlarging 

the renta l housing but there is enough to res tore  the incent ives  

needed for  substant ial  continued investment in ren ta l  housing.



4.3.3 Land Titling and Transfer: In  I n d ia  the procedures

r e l a t in g  to sa le  and reg is t ra t ion  o f  property  are known to be 

cumbersome and the va r iou s  taxes  a r e  so h igh  that  there  Is 

inherent temptation to evade payment and avoid r eg is t ra t ion  o f  

conveyance deed a l toge ther .  According to an estimate nearly 70 to 

75 per cent o f  the cost o f  land transact ions i s  not reported. Also 

a la r g e  number o f  transactions go unrecorded, pa r t ly  fo r  these 

reasons ,  and a lso  to avoid the r e s t r i c t i o n s  on r e s a l e  o f  

government provided housing to circumvent high t i t l i n g  charges and 

c a p i t a l  gains taxes. The system o f  power o f  a ttorney has come to 

stay. Also many a l l o t t e e s  pre fer  to keep th e i r  premises vacant, 

desp i te  th e i r  des ire  to s e l l  them. C lea r ly ,  t h i s  leads to waste 

o f  scare housing. Recently  DDA has permitted the transfer  o f  the 

premises on the condi t ion  o f  payment o f  a t rans fe r  fee o f  50 per 

cent o f  p r o f i t .  However, i t  i s  l e a rn t ,  not ma y people have come 

forward to take advantage o f  t h i s  o p p o r tu n i t y  as the amount 

in v o l v e d  i s  s ta t ed  to be high and in many cases  beyond the 

capac i ty  o f  the t rans feree .

R eg is t ra t io n  and t i t l i n g  constra in ts  have also inhibited 

the o p e r a t i o n  o f  the mortgage market. Many mortgage lenders  

i n s i s t  upon l e g a l  e v iden ce  o f  c l e a r  t i t l e  on land from the 

borrowers. A la rge  number o f  urban households in India do not 

always have such evidence although there is  l i t t l e  r isk  o f  others 

con test ing  occupancy r ights .  The HDFC has adopted a somewhat 

f l e x i b l e  p o l i c y  in  th is  regard. At present f o r  the Invest igat ion 

o f  the t i t l e  in  respect o f  immovable property  one i s  required to 

make an in v es t i g a t ion  f o r  a period o f  30 years.  Invest iga t ion  o f  

t i t l e  for  such a long period i s  not on ly  c o s t l y  and cumbersome 

but sometimes almost im poss ib le .  To reduce hardships and 

d i f f i c u l t i e s  a r is ing  out o f  such long in ves t iga t ion  there is  a



f e e l in g  amongst the po l ic y  makers that  the l im i t a t i o n  period for  

both ind iv idua ls  and government be reduced to a maximum o f  12 

years. This i s  a lso  l i k e l y  to reduce l i t i g a t i o n .

4.3.4 Building M aterials and Building Byelavs: Innovation in

building mater ia ls  poses a major cha l lenge  in the Indian context. 

With the r i s in g  cost  o f  t r a d i t i o n a l  bu i ld ing  materia ls  l ik e  iron, 

cement and wood, e t c . ,  i t  has now become a matter o f  necessi ty  to 

introduce new but appropriate technology. There are a number o f  

in s t i tu t ion s  working in th is  area. HUDCO has opened ;p Building 

Centres in near ly  a l l  the St ice Capita ls . Their  main focus is  on 

innovating with l o c a l l y  av l i a b l e  m ater ia ls  to brir, down the 

c o s t s  o f  c o n s t r u c t i o n .  M i  as a medium o f  house b u i ld in g  i s  

invoking fresh In te r e s t .  ASTRA ( Ind ian In s t i tu t e  o f  Science, 

Banga lore )  has deve loped  s t a b i l i z e d  Red Blocks by p ress ing  a 

mixture o f  s o i l  and cement <or s o i l  and l ime & cement or s o i l  + 

l ime)  in  machine at a su itab le  moisture content and has developed 

unbaked blocks thereby saving energy and money on heating. In the 

same way Lawry Baker has developed in Kerala spec ia l  construction 

te ch n iqu es  which reduce c o s t s -  Development A l t e r n a t i v e s ,  a 

so c ie ty  in  Delhi ,  is  a lso  doing useful work in th is  area. F ina l ly ,  

the Government's Central Building Research In s t i tu t e  is carry ing 

out s tudies on a l t e rn a t i v e  bu i ld ing  mater ia ls .  However, to  go for  

untested a l t e r n a t i v e  to t r a d i t i o n a l  construct ion materia l is  a 

r i s k ,  which the poor cannot be made to bear . None o f  these  

techno log ies  can be t r i ed  out on slum dwel le rs  and squatters who 

s t i l l  p re fe r  the t r a d i t i o n a l  bricks or p la s t i c  and t in  sheets. I t  

would be p re fe rab le  i f  the CPWD and PWD are persuaded into try ing 

out these new techniques.



A major obs tac le  In the use o f  low cost  technology Is  

the bui ld ing  byelaws and regulat ions. These laws do not encourage 

the use o f  new mater ia ls  as they are more s p e c i f i c a t i o n  oriented 

than purpose or iented.  The result ing  minimum costs  are usually 

too  high compared to incomes o f  most peop le .  The low income 

households have l i t t l e  choice but l i v e  in dwel l ings  which cannot 

be l e ga l i s ed  under e x is t in g  byelaws. The new National 3uilding 

Code which has considered th is  is yet to be implemented by loca l  

i i t h o r i t i e s .

*.3.5 Lending Sources: ertrand Renaud^ has id e n t i f i e d  a three

- iered housing market in d /eloping countr ies.  The f i r s t  t i e r  is 

he high qu a l i t y  p r iva te  market which has access to formal sector 

. jusing c red i t .  The second t i e r  consis ts  o f  public  sector  housing 

■dnsisting o f  middle income groups. The th ird  t i e r ,  by far  the 

longest ,  represents the lower income group which has l i t t l e  or no 

access to formal housing f inance and genera l ly  provides i t s  own 

housing gen e ra l l y  through informal borrowings.

As pointed out e a r l i e r ,  informal housing finance is 

considerably  more s i g n i f i c a n t  than formal housing finance system 

in India.  This is  e s p e c ia l l y  true o f  the low and middle income 

households, as we l l  as o f  t l o s e  households which are outside the 

organised employment sector  Most studies show that on the average 

on ly  around 20 per cent  o f  the cos t  o f  new housing i s  ra is ed  

through formal borrowing. In a study by the NBO (1972-1974) o f  

the households who financed house construction from borrowings, 53 

per cent had borrowed from f r l en ds/ re la t i v e s  and money lenders and 

the remaining 47 per cent from e s t a b l i s h e d  i n s t i t u t i o n s  l i k e  

employers, coopera t ive  banks/societies,  commercial banks, etc. 

However, the lower middle income households ( l e s s  than Rs 350



and Rs 350-600) have mainly r e l i e d  upon money lenders ,  the upper 

middle Income groups (Rs 601-1500) on banks, and higher Income 

groups (above Rs 1500) on LIC. Money lenders charge as much as 2 

to  5 per cent In teres t  per month, compared to  6-16 per cent per 

annum by formal s e c t o r  f i n a n c i a l  I n s t i t u t i o n s  and HFIs. The 

average period o f  repayment var ied from 4 years to 21 years, th is  

period being highest (17 to 21 years )  in case o f  borrowings from 

government and housing assoc ia t ions/agencies,  9-12 years from

employers, LIC and banks, and 20 years in case o f  cooperat ive

s o c i e t i e s ,  provident funds and money lenders.

The heavy dependence o f  low i n c o i  ‘ groups on money 

lenders i s  because : .ese people are unable to ) t f e r  any secur i ty  

or proof  o f  regular income to formal sector  in s t i tu t ion s .  Also 

the time taken anc the cumbersome procedures  and paper work 

in v o l v e d  in secu r in g  loans  from formal s e c t o r  f i n a n c i a l

in s t i tu t i o n s  act as najor deterrents .  Besides, the costs  involved 

in t i t l e  search and other l e ga l  expenses sometimes make loans from 

f inan c ia l  in s t i tu t ion s  expensive. The delays in repayment on a 

regu lar  basis invo lve  pena l t i es ,  and hence many households pre fe r  

to keep away from seek ing  housing loans from f i n a n c i a l

inst  i tu t ions .

4.4 Low and Middle Incoae Group Housing

While the e f f o r t s  o f  the government at meeting the 

housing asp ira t ions  o f  the poorest o f  the poor have not been we l l  

p e r c e i v e d ,  with a l lo tm en t  o f  s i t e s  in ru ra l  areas  and slum 

upgradation and s i t e s  and se rv ices  in urban areas, the p o t e n t ia l l y  

exp los ive  c r i s i s  o f  housing fo r  low and middle income groups has 

been somewhat defused. The public sector  has played a major ro le  

in low and middle income group housing t h r o s e t t i n g  up o f  State



Leve l  Housing Boards, and C i ty  Housing Author it ies .  P ra c t i ca l l y  

every State has a Housing Board or a Housing Authori ty, and major 

towns have one or  more s im i lar  Ins t i tu t ions .  These inst i tut ions  

g en e ra l l y  acquire land at below market rate under the Government's 

Land A c q u i s i t i o n  A c t ,  d e v e lo p  i t  and then con s t ru c t  upon i t  

id e n t i c a l ,  unimaginative, poor qua l i ty ,  unsat is factory housing for 

low and middle Income groups. The main a t t rac t ion  o f  the Schemes 

o f  Housing Author i t ies  Is  provis ion o f  we l l  located land at a 

s u b s id is ed  ra te  which would o therw ise  be beyond reach o f  the 

b e n e f i c i a r i e s .  Normal ly  these  a u t h o r i t i e s  work on Che " S e l f -  

Financing", basis, i . e . ,  payraer." is made in stages during the 

period f construction and the flat/house i s  handed over a f t e r  

payment j f  f u l l  costs.  Ini some c ses they t i e  up a housing loan 

from the State government or HUDCO. Rarely do they goes to a 

Bank/Ll- o r  any o th e r  f in a n c in g  a genc ies  The in d i v id u a l s  

concerned who go in for  "Sel f -F inancing"  schemes usually t i e  up 

th e i r  rinances with th e i r  Provident Fund or with HDFC or some 

Urban Cooperative Bank. Normally, the upper l im it s  o f  these loans 

are l e s s  chan 50 per cent o f  the cost o f  the f l a t  and therefore  

the ind iv idua ls  have to meet the balance out o f  th e i r  own savings 

or  borrow from fr iends or  s e l l  some other asset. The terms o f  

these loans consist  o f  in te res t  genera l ly  charged at the rate o f  

around 14 pe r  cen t  per  annum w ith  repayment o v e r  15 yea rs  on 

Equated Monthly Ins ta lm ent  bas is .  There i s  g e n e r a l l y  no 

f l e x i b i l i t y  in  repayment schedule e i ther  in the EMI or  in Che 

in t e r e s t  rates (Of l a t e  HDFC has introduced some f l e x i b i l i t y  in 

the repayment schedule ).  Since the middle c lass  i s  extremely keen 

to acquire the property,  there are very few defaults  in  repayment. 

However, the output o f  f lats/houses o f  these in s t i tu t ion s ,  on Che 

average,  i s  much below the demand. Further, there are genera l ly  

long delays in d e l i v e r y  and poor consumer sa t i s fa c t ion  in terms o f  

the qu a l i t y  o f  construction.



The coopera t ive  sector  a lso o f f e r s  the Low and Middle 

Income Groups a t t r a c t i v e  opportunities  to acquire property. While 

the coopera t ive  housing sector  has had exce l len t  r esu l ts  by way o f  

lower cost  o f  construct ion with superior construct ion,  they are 

g en e ra l ly  dependent upon the government fo r  below market cost 

deve loped  p l o t s  out o f  the acquired  lands o f  the government. 

Often, government tends to deny land to cooperat ives  in favour o f  

t h e i r  own Housing A u t h o r i t i e s ,  as a r e s u l t  the c o o p e r a t i v e s  

g e n e r a l l y  tetvi to  remain short  o f  l i n d  w i th  long l i s t  o f  

s o c i e t i e s  awai i fng  a l lo tment.

In the c o n t e x t  o f  housing . -nance the C o o p e r a t i v e

Sector,  however, has an edge over the Housing Author i t ies  and 

p r i v a t e  d e v e l o p e r s  as th ey  have w i th in  t h e i r  s e c t o r  a f a i r l y  

e l a b o r a t e  i n s t i t u t i o n a l i s e d  and e f f i c i e n t  housing f inan ce  

structure.  Each State has an.Apex Housing Finance Cooperative o f  

which a Primary Cooperative becomes a member and shareholder.

Therea fter ,  on allotment/purchase o f  land, the primary cooperat ive  

is e n t i t l e d  to a group housing loan a f t e r  mortgaging the en t i re  

property  to i t -  The Apex Finance Cooperatives, in  turn, seek 

funds mainly from LIC, HUDCO, GIC. Some o f  the Apex Soc ie t ies  

have a lso f loa ted  th e i r  own debentures or  mobil ised depos i ts  from 

member s o c i e t i e s  a w a i t in g  a l lo tm en t  o f  land. The term o f  

cooperat ive  sector  housing loan include an in terest  a t  the rate  o f  

around 12.5 per cent per annum with 20 years repayment period. The 

c o o p e r a t i v e s  a l s o  o f f e r  Group Insurance  to  a l l  l oa n ees  a t  an 

addit ional  cost  o f  l e ss  than 0.5 per cent to ensure that in the

event o f  death o f  a loanee no money is  recovered from his/her

heirs .  In add i t ion ,  a l l  housing loans are covered by a General 

Insurance Master P o l i c y  against f i r e ,  earthquakes, r i o t  etc- Some 

innovations with respect to family inccne or age r e s t r i c t i o n s  have



also been attempted. So far  the repayment record o f  Primaries 

Cooperative to Apex Housing Finance Cooperatives and o f  Apex to 

f inancing In s t i tu t io n s  are very  s a t i s fa c to ry ,  e s p e c ia l l y  compared 

to that o f  Housing Author i t ies .

For the low and middle income c lass  housing, one major 

i n i t i a t i v e  taken by government i$ to subsidise the cost o f  land. 

By a process o f  cheap acqu is i t ion  and allotment o f  land to public 

s e c t o r  and c o o p e r a t i v e  housing schemes, the government has 

succeeded in meeting p a r t i a l l y  the demand o f  the low and middle 

c la s s es .  With in  t h i s  s e c t o r ,  in some cases ,  th ere  has been a 

fu r th e r  c r o s s - s u b s i d i s a t i o n  o f  cost  o f  land.  An i n t e r e s t i n g  

example is  that  o f  Roh in i , a township o f  2,497 hectares recent ly  

developed by the Delhi Development Authority in North West Delhi 

to accommodate 1,70,000 households or  8 ,50 ,000 persons ( t h i s  

includes the employment generated in Rohini a l s o ) .  80,000 p lots  

o f  s i zes  varying from 26 sq. metres to 120 sq. metres have been 

carved out. The s ize  o f  p lo t  is  determined by the to ta l  household 

income, and plot p r ice  var ies  from Rs 100 per square metres for a 

p lo t  o f  26 square metres to Rs 200 per square metre for  a plot o f  

90 square metres and above. Commercial p lo ts  are auctioned and 

f e t c h  a much h ig h e r  p r i c e .  S i m i l a r l y ,  the p r i v a t e  s e c t o r  

developers in Gurgaon (outs ide  Delhi) on being g iven  permission to 

develop co lon ies ,  have been made to provide,  at  a subsidy from 

within t h e i r  scheme, cheap p lo ts  o f  50 square metres for  the EWS.

4 .4 .1  S p e c i f i c  Prob lems:  The low income households in India

su f f e r  not only from shortage o f  cash for down payment but also 

from la ck  o f  in f o rm a t io n .  While  th e re  are  a l a r g e  number o f  

schemes in operat ion f o r  var ious income ca tego r ies  in towns and 

rural areas,  there  i s  no centra l ised  information se rv ice  in regard 

to these schemes and programmes. Lack o f  i > formation is  also a



major fa c to r  responsib le  f o r  lower Income groups to  be kept out o f  

the o rgan ised  s e c t o r  housing.  With ex t rem e ly  low l e v e l s  o f  

education (the l e v e l  o f  i l l i t e r a c y  i s  sometimes as high as 70-80 

per cent )  and high degree o f  paper work required f o r  g e t t in g  an 

access to formal sec tor  housing, the Lower income groups tend to 

keep away, even i f  they  could a f fo rd  the formal organised sector  

hous ing .  The formal s e c t o r  r e g u la t i o n s  and t e c h n i c a l i t i e s  

inh ib i ted  the less educated lower in c o n e  groups to f i l l  up fo rm s 

and sign them, not understanding what it  raeans- Even i f  they a r e  

able to j o in  a formal sector  scheme, usi. ; l l y  the high construct ion 

standards required under the ex is t ing  building codes make t'.-- 

t o t a l  cost p roh ib i t i v e .  The concept o :  ' incrementa l housing '  ha-, 

not found acceptance  w i th in  the g o v _ : naent/ f o rmal s e c t o r  a n :  

hence, the poor per fo rce ,  have to dept J upon the in formal  sector  

f o r  the i r  housing needs-

4-4-2 So lut ions and I n i t i a t i v e s :  Wh :her i t  be rural areas or

urban areas, land a v a i l a b i l i t y  and l a r d  tenure form the base o f  

the housing problem- Th-e government ha s  a scheme f o r  d i s t r ib u t io n  

o f  house s i t e s  to ru ra l  poor and so f a r  8 m i l l i o n  p l o t s  are 

reported to have been d is t r ibu ted .  In the urban areas,  however, 

there is  no such scheme and the pr ice  o f  urban land being what it  

i s ,  i s  beyond the reach o f  the poor, consequently, r e su l t ing  in 

land encroachment by the poor. A lso the low income group 

households tend to buy unauthorised p lots  from pr iva te  developers 

who " i l l e g a l l y "  c o n ve r t  a g r i c u l t u r a l  land in t o  r e s i d e n t i a l  

co lonies .  The l e g a l  status o f  these l a n d s  is  a lso  not v e ry  c l e a r  

as most o f  these are sold on "Power o f  A t t o r n e y "  s in c e  even 

sub-div is ion o f  rura l  holdings i s  prohibited by law. While no 

enumeration has been made so f a r ,  i t  Is f e l t  that the growth o f  

squatter and unauthorised co lon ies  is  much f a s t e r  than those o f  

r e g u la r  housing in urban areas  in India.  The Task Force



Housing and Urban Development appointed by the Planning Commission 

o f f e r e d  two estimates:  the low estimates provided 20 per cent o f

urban population in India in 1981 as slum population while the 

high e s t im a te  prov ided  about 26 per cent .  However, l a r g e  

metropoli tan towns have a higher percentage -  around 40 per cent 

r e s i d in g  in slums. This is  a m a n i f e s t a t i o n  o f  the lack o f  

perception o f  the Urban Author i t ies  in an t ic ipa t ing  the demands on 

the urban centres by the poor. This growth sector ,  being i l l e g a l ,  

is beyond the scope o f  e x is t in g  formal housing finance as mortgage 

and approved plans cannot be provided. While Slum Acts o f  various 

S t a t e s  j v e  g i v en  l e g i t im a c y  to  n o t i f i e d  slums md t h e i r  

improvem.it has now become a matter o f  State po l icy ,  the most 

neg lecte  area is the so -ca l led  unauthorised co lonies  consisting 

o f  economically weaker sect ions who have some income to become 

e l i g i b l e  for  a housing loan but cannot o f f e r  mortgage due to the 

i l l e g a l/ i r r e g u la r  nature o f  th e i r  tenure. The housing that then 

comes up in these unauthorised co lon ies  is incremental housing 

based on a v a i l a b i l i t y  o f  f inance  by the owner from in formal  

s e c t o r .  The l im i t e d  r o l e  o f  l o c a l  bod ies  in  these areas h.is 

r e s u l t e d  in d e t e r i o r a t i o n  in h ea l th  and educat ion o f  the 

res idents.

I t  may a l s o  be po in ted  out th a t  the S ta te  o f  Madhya 

Pradesh is  the only State in India which has granted secure land 

tenure to irban squatters by passing an Act popularly ca l led  the 

"Patta Ac t ' .  The State government has also undertaken to provide 

a s ing le  point e l e c t r i c  connection to every unit in addition to 

water supply, la te r in es ,  paved roads, etc . The Patta Act en t i t l e s  

any landless person occupying upto 50 square metre o f  land for 

r e s i d e n t i a l  purpose on 10th A p r i l ,  1984 to non-t  rans f e r a b l e  

leasehold r igh ts  (Pa t ta )  e i th e r  over  land occupied by hin or any 

other land upto 50 square metre. Further, any person attenpting



to depossess a p a t t a - h o l d e r  o f h i s  p r o p e r t y  i s  l i a b l e  f o r  

punishment with r igorous imprisonment o f  upto 3 months or f ine .  

While Pattas have been a l l o t t e d  on a la rge  scale  surpr is ing ly  no 

l o c a l  munic ipa l i ty  has sanctioned any build ing plan resu l t ing  in 

haphazard and unauthorised construction. Bhopal experience shows 

poor coordinat ion and lack o f  fo res igh t  at the time o f  a l l o t t i n g  

pattas- Had municipal c learance procedure and housing loans been 

t ied  up, both o f  which were poss ib le ,  things would have been much 

better .

In add i t ion  > what has been said above, a number o f  

community based i n i t i a r  Lves can be enumerated. I t  should however 

be pointed out that the .? programmes touch one g en e ra l l y  confined 

to ve ry  small populations or  communities. An organisat ion  ca l led  

the Se l f -Em p loyed  Women A s s o c i a t i o n  (SEWA) in Ahmedabad has 

attempted to help i t s  members ( i . e . ,  the sel f-employed women) 

through a Cooperative Bank run by the organisation.  The loans are 

u s u a l l y  o f  short  term d u ra t ion  o f  upto th ree  y ea rs ,  but no 

in teres t  subsidy i s  provided. Once the members pay back the loan 

amount, a second loan can be granted. Besides severa l  NGOs are 

a l s o  a c t i v e  in s h e l t e r  programmes, a l though  s o c i a l  h y g i en e ,  

l i t e r a c y  and health care have been th e i r  prime concerns. Delhi 

Catholic Archiodesce, ASHA & TACET are some worth mentioning NGOs, 

which among other th ings,  are also attempting to help the poor 

with housing f inance,  e i t i e r  d i r e c t l y  o r  through the cooperat ives .  

Chit Funds and Nidhis are other organisat ions which c o l l e c t  funds 

regu la r ly  from th e i r  members and advance loans to th e i r  members at 

v a r y in g  terms f o r  v a r i o u s  purposes l i k e  consumption, e t c . , 

including fo r  housing. However, the loans advanced by the NIDHIS 

for  housing are estimated to be no more than 10 per cent o f  the 

t o t a l  advances.  A d e t a i l e d  d e s c r i p t i o n  o f  some o f  these  

programmes operated by the NGOs is  provided in Chapter VI.



4.5 Public Housing at the Central and Local Level for Low Incoae 
Households

Housing bu i l t  by the public sector fo r  general public 

(government employees'  housing excluded) is  the r esp on s ib i l i t y  o f  

State governments (Diagram 4 .1 ) .  I t  is  estimated that between 

1961 and 1985, public sector  was responsible for  construction o f

6,30,000 urban dwel l ings ,  being about 4 per cent o f  the to ta l  

supply over the same period.
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The State governments carry  out th e i r  she l ter  schemes 

through respec t ive  housing boards, urban improvement trusts ,  slum 

c learance boards, municipal bodies and public works departments* A 

la rge  part o f  c a p i ta l  finance o f  s ta te  l e v e l  housing agencies 

comes from HUDCO which lays  down norms f o r  cos t  c e i l i n g s  and 

p h y s ic a l  standards fo r  v a r io u s  schemes. In these schemes 

p r e f e r e n t i a l  t reatment  is  g i v en  to housing f o r  lower income 

groups. So fa r  as r en ta l  housing is  concerned ,  i t  is almost 

n o n - e x i s t e n t -  I t  must a ls o  be mentioned that  which HUDCO 

prescr ibes e l i g i b i l i t y  and other c r i t e r i a s ,  the r espon s ib i l i t y  for 

recove r ie s  and other aspects o f  management rests  with the local  

au tho r i t i e s .  HUDCO g ive s  loans under State government guarantee 

and th e re fo r e ,  has 100 per cent recovery.

Bes ides c o n s t ru c t in g  houses both in ru ra l  and urban 

areas under i t s  various schemes, the government, in as ear ly  as 

1972 i n i t i a t e d  slum upgrading and env ironmenta l  improvement 

schemes in urban areas- While slum clearance and resettlement 

schemes con t inue  in the housing programmes o f  many c i t i e s ,  

r e cen t ly  pre ference is shown fo r  upgrading o f  slums. The rationale  

for  th is  appears to ar ise  from the fact that in s i tu  improvement 

o f  e x i s t in g  slum/squatter settlements i s  usually  pre ferred to 

r e l o c a t i o n  and redeve lopment;  b es id es  be ing f i n a n c i a l l y  l e s s  

expensive as in s i tu  development requires smaller investment- 

Environmental improvement schemes usually  consist  o f  providing 

paved r o a d s / s t r e e t s , s t r e e t  l i g h t i n g ,  improved dra inage  and 

san i ta t ion  for  disposal  o f  waste and sa fe  drinking water. Bustee 

Improvement Programme in Calcutta may be c i t ed  as an example o f  

successful  programme.



Two new developments a lso  need to be emphasised. F irst 

Is  a trend towards providing tenure secu r i ty  to squatters with a 

v iew to encouraging use o f  more durable build ing mater ia ls  in 

construction.  Second, the s e t t ing  up o f  Building Centres by HUDCO 

in v a r io u s  S ta t e  c a p i t a l s .  T h is  i s  done to encourage use o f  

indigenous bui ld ing  materia ls  and new construction technology with 

a view to reducing costs.

Another  i n t e r e s t i n g  development concerns f i n a n c i a l  

ass is tance by HUDCO :o p r iva te  developers and builders  on the 

cond i t ion  that a spec i f i ed  proportion o f  new construct ion w i l l  be 

a l l o t t e d  to economic l l y  weaker sect ions and other low income 

house hold s.

A major government i n i t i a t i v e  to help the economically 

disadvantaged groups Is the scheme o f  s i t e s  and serv ices.  I t  

mainly cons is ts  in  providing serv iced r es id en t ia l  s i t e s .  The s ize  

o f  the p lo t  is  usually  ve ry  small ( e . g .  , 21 sq. metres). Although

in most cases no superstructure is provided, there are instances

where minimal structure or even core house is  provided.

The ra t iona le  underlying the s i t e  and serv ices  programme

is  the i n a b i l i t y  o f  most poor households to pay for  completed

housing, but at  the sane time recognis ing  th e i r  s k i l l s  and a b i l i t y  

to improvise she l te r  for themselves. Sometimes build ing loans are 

made a va i la b le  to :hese households- I t  should be In order to 

point that such a s tra tegy  o f  incremental housing can be se r ious ly  

a f f e c t e d  by b u i l d in g  r e g u l a t i o n s  which se t  out the kind o f  

b u i l d in g  m a t e r i a l s  to be used, the dura t ion  w i th in  which 

construct ion i s  to  be completed and the u t i l i s a t i o n  o f  space. Some 

o f  these obstaclo.s ire ,  however, being overcome through s p ec i f i c



modif ica t ions  and relaxat ions in  the rules/procedures. Despite 

the a t t rac t iv eness  o f  th is  scheme, there is  a general preference 

f o r  pucca public housing pro jects  usually  provided at a highly 

subsidised cost.  A major problem from the viewpoint o f  the l i k e l y  

b e n e f i c i a r i e s  is  that the s i t e s  c lose to place o f  work are high 

value land. Besides the p r inc ip le  o f  f u l l  recovery on market 

terms o f  land and i t s  development c o s t s  may make s i t e s  and 

serv ices  programme less a t t ra c t i v e  for the poor. Further, there 

is a lso  the p o s s ib i l i t y  o f  sale and resale o f  these plots  with the 

s i t e s  being eventual ly  purchased by the r e l a t i v e l y  higher income 

househo lds .  A word about the r e s e t t l e m e n t  c o l o n i e s  in th i s  

context is  in  order. The ownership o f  any o f  the pucca houses 

b u i l t  fo r  the target  group in Delhi got transferred to higher 

income groups, and the o r ig in a l  b en e f i c ia r i e s  went back again to 

th e i r  o r i g in a l  habitat ion as encroachers. I t  i s ,  there fo re ,  not 

surpr is ing  that there is some rethinking in regard to the Delhi 

experiment o f  r e loca t ion  o f  squatters/slums dwellers .

Apart from s i t e s  and s e r v i c e s  programme which Is 

o p e r a t in g  in both ru ra l  and urban areas  and s e ve ra l  o ther  

programmes mentioned above there are a number o f  other schemes 

which have been in i t ia t e d  by the government. A b r i e f  descr ipt ion  

o f  some important housing schemes aimed at the economically weaker 

sect ions is  provided below.

4.5.1 Al lotment o f  House S i tes  and Construction Assistance: The

scheme o f  the a l lo tm en t  o f  h o u s e - s i t e s  to the ru ra l  l a n d le s s  

workers was i n i t i a t e d  in 1971 with a view to amel iorate the l o t  o f  

the ru ra l  poor in the country.  I n i t i a l l y ,  the scheme was 

implemented by the Central Government but in 1974 transferred to 

State  governments. I t  was also incorporated in 20 Point Programme 

in 1975. Subsequently, th is  scheme also became a part o f  the new



20 Point Programme In 1982 and a lso  the 20 Point Programme -  1986. 

O r i g i n a l l y ,  the scheme was intended to b e n e f i t  the l a n d l e s s  

workers but l a t e r  the scope o f  the scheme was enlarged to cover 

a l l  the ar t isans  which Included SC and ST in the rura l  areas. This 

scheme a lso  envisages prov is ion o f  construct ion assis tance to 

those provided with house-si tes . During the Seventh Five Year 

Plan the f i n a n c i a l  norms o f  t h i s  scheme are  Rs 500 f o r  

i n f r a s t r u c t u r a l  development and Rs 2,000 f o r  c o n s t r u c t i o n  

assistance.

This s- heme is  in operation in 18 States  and 6 Union 

T e r r i t o r i e s .  u . c i l  beginning o f  the Sixth Five Year Plan, 77 

lakhs h o u se -s i t e '  had already been a l l o t t e d  by various States/U. T. 

Administrat ions,  leav ing  the balance o f  68 lakhs house-sites  to be 

a l l o t t e d  during the period o f  Sixth Five Year Plan. The scheme 

showed encouraging resu l ts  during the Sixth Five Year Plan as from 

1st A p r i l ,  1980 to  31st March, 1985, 54.3 lakhs house-s i tes  were

a l l o t t e d  to rura l  landless fam i l ies .  This scheme has continued 

during Seventh F ive  Year Plan. During the f i r s t  three years o f  

the Seventh Plan 26.44 lakhs houses s i t e s  were a l l o t t e d .  I t  is 

s i g n i f i c a n t  to note that not on ly  the o r i g in a l  estimate o f  145 

lakhs l a n d l e s s  f a m i l l t l e s  has not dn ly  been cove red  but more 

fam i l i e s  have been covered taking into account the addit ional  

labour fo rce  jo in ing  the rural landless c lass.  I t  is  in te res t ing  

to note  tha t  on the ave rage  one m i l l i o n  p l o t s  have been 

d i s t r i b u t e d  e v e ry  year s ince  1980. However, the scheme o f  

construct ion ass is tance has not been successful to that extent.  

Lack o f  funds a va i lab le  with the State governments i s  the main 

bott leneck.  State  governments complain o f  the inadequacy o f  the 

f i n a n c i a l  norms o f  Rs 2,000 f o r  b u i l d in g  huts due to the 

e s ca la t io n  in the cost o f  housing construction.



4.5.2 Ind ira  Awaas Tojana: The Central Government Scheme for  the

bene f i t  o f  SC and ST and freed bonded labourers was introduced in 

1985- The scheme was in i t i a t e d  with a v iew to provide shelter  to 

the sect ion o f  population who are having poor and substandard 

housing f a c i l i t i e s ,  with a thrust on employment generation. This 

scheme i s  being implemented with the f inanc ia l  grant/assistance by 

the Department o f  Rural Development under the Rural Landless 

Employment Guarantee Programme (RL£GP). A sum o f  Rs 10,200 per 

unit is  g iv -n  under the scheme. The fo l low ing  is the funding 

pa t te rn :

Subsidy f o r  :we ll ing  unit Rs 6,000

In frastruc t  ra l  development charge Rs 3,000

Low cost san i ta t ion  Rs 1,200

TOTAL Rs 10,200

Unit cost o f  ass istance may be increased upto 39 per

cent f o r  housing in h i l l y  areas, d i f f i c u l t  and remote areas, with

the p r io r  approval o f  the Central Committee on RLEGP.

Since 1985, houses were provided to var ious States/UTs-

While the scheme is  being implemented by the Department o f  Rural 

Development, the M in is t ry  o f  Urban Development is  monitoring i t .  

The in fo rm a t io n  in r e spec t  o f  ph ys ica l  achievement is  being 

obtained d i r e c t l y  by the M in is try  o f  Urban Development from State 

government s/UT. Administrations.



4.5.3 HUDCO and Rural Housing: HUDCO has a lso  been a pioneer in

f in a n c in g  the r u r a l  housing programmes. S ince  1977-78 HUDCO 

started f inancing rural housing schemes with the o b j e c t i v e  o f  ( a )  

meeting the public sector  need o f  she l ter  ( b )  to promote community 

e f f o r t s  and s e l f - h e lp  ( c )  providing essen t ia l  f a c i l i t i e s  l ik e  

drinking water supply, low cost  sanitat ion and smokeless Chullahs 

(d )  encouraging adoption o f  appropriate  construct ion techno log ies ,  

and ( e )  using l o c a l  mater ia ls  and loca l  s k i l l s .

HUDCO has sanct i  jned ru ra l  housing pro \ : ts  c o s t i n g  

nearly Rs 700 crores  with oans o f  over Rs 340 cron- , which would 

enable construct ion o f  n< r l y  1.5 m i l l ion  dwel l ing  m i ts  in the 

rural areas.

I t  is  adopting 'he fo l lowing f inan c ia l  nonns fo r  the 

rura l  areas for  the EWS c^ iegory  o f  population:

EWS I 
(Landless 
labour)

EWS I I  
(Other than 

landless )

Cost c e i l in g s  inc luding land cost

Loan component (p e r  cent o f  pro ject  
cos t )

Net rate  o f  in teres t  Minircua 
repayment period

Monthly instalments on Rs 1,000 
loan (Approximately )

Rs 6,000.00 Rs 10,000.00

50 per cent 59 per cent

6 per cent 
11 years

Rs

per cent 
1L years

10.37 Rs 10. 88



A l l  the urban schemes which are in operation would be 

a va i lab le  for  implementation in rura l areas.

4.5.4 Urban Housing: The Government's r o l e  in the f i e l d  o f  urban

housing has to be promotional. The major e f f o r t s  have to come 

from the p r iva te  sector. The Government's r o le  is r es t r ic ted  to 

the improvement o f  slums, p r o v i s i o n  o f  housing to the weaker 

sect ions o f  the soc ie ty ,  encouragement and -ipport to housing 

f inance  i n s t i t u t i o n s  to promote c h a n n e l i s a t i o n  o f  p r i v a t e  

resources into housing in a construct ive  way.

4.5.4. 1 Housing for  the EWS: The house build, q a c t i v i t y  for the

weaker sect ions o f  the urban areas was i n i t i a  :d during the Sixth 

Five Year Plan under which d i r e c t  public s cor investment is 

proposed. The scheme seeks to provide s i t e s  .d serv ices on cost 

pr ice  to the b ene f ic ia r ies .  In add it ion ,  ti 1 b ene f ic ia r ie s  are 

provided a loan o f  Rs 5,000 per unit repayable during the period 

o f  20 to 25 years at a concessional rate  o f  i i t e r e s t .  The income 

e l i g i b i l i t y  f o r  the b en e f i c ia r i e s  is  Rs 700 per nonth.

Besides th is ,  there are number o f  other schemes, namely, 

LIG housing, renta l housing, middle Income group housing, which

have been promoted by the States governments by providing loan

f a c i l i t i e s  to the b ene f ic ia r ie s  (see  Table 4 .2 ) .  This adds to the 

e f f o r t s  by the pr ivate  indiv iduals . The income l im it s  for  get t ing  

the loans from State governments is  as fo l lows :

Low Incoae Group Rs 701 - 1500

Middle Income Group Rs 1501 - 2500



1. Bertrand Ren.iud: Housing and F in a n c ia l  I n s t i t u t i o n s  In 
Developing Countries, World Bank, 1986 (mimeo).
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Soae Estimate* o f  Surplus Land Over Prescribed  
C elling Under the Law

Item Hectares Percentage

1. Estimate o f  excess vacant land 1,66,192 100
a f t e r  scrutiny

2. Vacant land acquired and 14,589 8. 78 o f  L)
vested in government

3. Excess vacant land o f  which 3,552 2.32 or . I )
physical possession has been
obta ined

4. Land used by government f o r  621 0. 37 o: (1 )
housing construction

Source: The Report o f  National
C o m m i s s i  on on
Urbanisation.



Hnriqg Schemes In Various StatesAJTs

Housing Schsne Celling
cost

(Rs)

Subsidy

(Rs)

Benefi
ciary's

construction
(Rs)

Loan
amount

(Rs)

A n  jab

Village housing project
Low inccme group housing schane
Middle inccme group housing scheme

5000
12500
25000

Karnataka

People's housing scheme 000 2500 500 >000
Experimental low cost housing schaae .000 2000 - -
Tribal sub-plan '3000 2500 500 3000

Arihca ftadeii

Semi-permanent rural houses 4000 3900 100 -
Rural permanent houaes (a) 8D00 3750 250 4000

(b) 9000 4750 250 4000
Urban permanent houses 13>X) 1000 300 10700
Weavers housing cun work sheds 9 >j0 6000 — 3000

Orissa

Village housing projects fjOOO - 1000 5000

Gba

Village housing scheme cun 
constriction assistance

- 3000 - -

Taall fedu

Cboperative housing scheme - - 1500
-1875

6000
-7500

Village parchayat — 10000
-20000

T/ML'D00'S Ail Dravidar housing schene 6000 730 900



HOUSING FINANCE SYSTEM IN INDIA -  INSTITUTIONAL 
STRUCTURE AND RESOURCES

S. 1 Introduction

The raajor focus o f  th is  chapter is on the ins t i tu t iona l  

structure o f  housing f inance i  i India. F irst an overview o f  the 

hous-cg f inance system in Indi-  is provided. This is  fol lowed by 

presenting a b r i e f  descr ip t ion  f the f lows o f  in s t i tu t i o n a l  funds 

into the housing sector. I n t e r - a l i a ,  an idea is a lso  provided 

about the l i k e l y  flows o f  in s t i tu t i o n a l  c red i t  for  housing. Since, 

resource mobi l isat ion  s t r a t e g i e s  as we l l  as lending operations are 

a f f e c t ed  by var ious government regu lat ions ,  a b r i e f  discussion on 

f inanc ia l  environment is  a lso  included. Insofar  as the borrowers 

o f  funds are concerned, the nature o f  lending instruments o f fe red  

by f inanc ia l  in s t i tu t ion s  Is  c ru c ia l .  We have there fore  provided 

an inventory o f  some o f  the major lending instruments current ly  

o f f e r ed  by the HFIs- This chapter also contains three appendices, 

one on funds m obi l isa t ion ,  the second on c o l l a t e r a l ,  and the third 

on in t e r - in s t i tu t i o n a l  f low o f  funds as a l l  these issues are o f  

c o n s id e r a b l e  s i g n i f i c a n c e  in .1 d i s cu ss io n  on housing f inance 

sys t eta.

i l l



5.2 Financial Framework

Since Independence, Che Indian f inanc ia l  system has over 

Che per iod  expanded r a p id l y  and ac Che same time expe r ien ced  

reasonable sCabil iCy. Ic should be poinced ouc ChaC ac Che Clme 

o f  independence,  I n d i a ' s  f i n a n c i a l  sysCem was racher  smal l ,  

alchough boch savings and investment rat^s were noC so low, being 

respecCive ly  around 10 per cenC and 11 per cenC o f  Che GDP. Also 

mosC InvesCmenC was made by Che savers d i . -ec t ly  wich, only  a small 

p roporc ion  o f  sav ings  be ing in t  ermed i it  ed Chrough f i n a n c i a l  

insciCuCions. Banking sysCem was mainly jsed Co hold CransacCion 

balances. However since Che beginning i f  planning in India in 

1951, saving race has gone up Co almo^: 23 per cenC Co 24 per

cenc. This i s  despiCe In d ia ' s  low per c .p i ta  income. This sceep 

rise  in savings has been accompanied by in increase in f inanc ia l  

savings. Ic  is  argued ChaC Chis has Led Co greaCer f inanc ia l  

deepening. This i s  parc ly  aCCribuCed t j  r e a l i s c i c  interesc race 

p o l i c i e s .  Inceresc ing ly  also an increasing part o f  household 

savings i s  being channeled into f inanc ia l  sysCem. This i s  c l ea r  

from Che face that  in 1950-51 the f inan c ia l  savings accounted for 

only  0.7 per cent o f  SDP compared to a current f i gu re  o f  7.2 ppr 

cent. I t  may a lso be stated that deposits  and provident fund have 

emerged as two most important h o ld in g s  o f  househo ld  s e c t o r  

compared to currency and other claims on the government in the 

e a r l i e r  period.

The rapid f inanc ia l  deepening featured increases in both 

the ra t io s  o f  and c r ed i t  to GDP, together with replenishment o f  

the banking systems net fo re ign  assets A major f a c to r  responsible 

for  depending is  the monetisation o f  rural areas,  mainly because 

o f  the branch expansion po l ic y  o f  the banking system. However, i



deta i led  analys is  would show that th is  f inanc ia l  depending has 

l a r g e l y  occurred in metropoli tan and large urban areas which have 

experienced f inanc ia l  growth in deposits .

A sa l ient  feature o f  f inancia l  Intermediation In India 

i s  the government presence and control.  The Indian Government, 

through I t s  various p o l i c i e s ,  including f i s c a l  and monetary, and 

regu lat ion ,  i s  able to influence d i r e c t l y  and in d i r e c t l y  the f low 

o f  funds in to  the housing f inance  s ec to r .  For example, the 

government i s  l h l e  to  e x e r c i s e  c o n t r o l  on the investments  o f  

public I n s t i tu t i  aal Investors in spec i f ied  sectors  through I ts  

d i rec t ions .  Sine : the beginning o f  First Plan, the government has 

used i t s  power t< d i r e c t  c r ed i t  to  cer ta in  p r i o r i t y  sectors such 

as ag r icu l ture ,  heavy industry,  small -sca le  industry, etc .

So far as c red i t  d i rec ted  to housing i s  concerned, a 

l a r g e  part o f  i t  goes  to  housing f inance  i n s t i t u t i o n s  In the 

publ ic  and cooperative  sectors ,  g enera l ly  at below market rates o f  

in t e r e s t .  A lso,  such Housing Finance In s t i tu t io n s  (HFI)  which can 

compete for  c red i t  a lso  get  i t  on subsidised terms. Further, 

since pr ivate  lenders ra ise  a s i gn i f i c a n t  part o f  th e i r  lendable 

resources from various f inanc ia l  in s t i tu t ion s ,  the in teres t  rates 

p o l i c y  o f  the RBI Influences the cost o f  th e i r  l i a b i l i t i e s  as well  

as the return on th e i r  assets.  Also, for  a v a r i e t y  o f  reasons, 

most p r iva te/ jo in t  sector HFIs fo l low  the norms o f  HDFC.

I t  would be In te res t ing  to point out that the government 

regulates  the d i s t r ib u t io n  o f  c ap i ta l  to var ious sectors  through 

d i r e c t i v e s  to public sector  f inanc ia l  ins t i tu t ions .  For example, 

the government l a y s  down the u t i l i s a t i o n  o f  resources  by 

In s t i tu t ions  such as the LIC, GIC, Commercial Banks, (most o f  whom 

are nationalised,* e tc - The LIC which i s  the la rges t  suppl ier  o f



funds to  the housing s e c t o r  has I t s  l i m i t a t i o n s  s in ce  the 

government t i e s  down 75 per cent  o f  the annual a c c r e t i o n s  to 

Central Government debt Instruments, S tate  governments, and 25 per 

cent can be devoted to other uses, e . g . ,  government guaranteed 

debentures such as those o f  HUDCO. GIC should be able  to increase 

i t6  contr ibut ion to Rs 100 crores  per annum during the Eighth Plan 

period. S im i la r ly ,  the lending target  fo r  Commercial Banks is

f i x e d  by the government. C u r r e n t l y ,  i t  is 1.5 per cent o f  

incremental deposits  o f  commercial banks. A la rge  part o f  these 

funds are to be lent  to SC/ST at h igh ly  subsidised in te res t  rate 

o f  4 per cent.

5.3 Structure o f  Housing Finance System

In India, the Union M in is try  o f  Urban Development is  the 

p r inc ipa l  agency concerned with evo lv ing  and dire> ing the housing 

p o l i c y  in India. In p rac t ice ,  however, i t  i s  the RBI and the 

M in is try  o f  Finance which u l t im a te ly  determine the volume and 

lend ing  terms for  housing. The NHB set  up r e c e n t l y  as a 

subsidiary o f  the RBI i s  l i k e l y  to  modify the ex i s t in g  housing 

f inance scenario -  although i t  i s  too e a r l y  to p re c is e ly  Ind icate  

the l i k e l y  d i r e c t i o n  o f  change. However, i t  is  reasonably ce r ta in  

that the NHB w i l l  have an important and a l a r g e r  ro le  to play in 

the context o f  housing f inance,  e s p e c i a l l y  f o r  the low income 

households.

Among the pub l ic  s e c t o r  i n s t i t u t i o n s  In the housing 

sector  mention may be made o f  LIC, GIC, HUDCO ( inc lud ing  State 

Housing Boards, Development A u t h o r i t i e s ,  and Slum C learance  

Boards) and the Cooperatives. For example upto March 31, 1988, 

L IC 's  contr ibut ion  to housing development by way o f  loans amounted 

to a l i t t l e  under Rs 2,500 c r o r e s * .  S i m i l a r l y ,  HUDCO made



ava i lab le  by e a r l y  1988 Rs 2,700 crores  for  over 3 m i l l i on  housing 

units since i t s  inception in 1970. 90 per cent o f  the dwell ings

financed by i t  ( i n  physical terms) were Intended for  the EWS and 

LIG- S i m i l a r l y ,  the housing c o o p e r a t i v e s  w i th  i t s  t w o - t i e r  

s t r u c tu r e  have made a s u b s ta n t i a l  c o n t r i b u t i o n  to housing 

e spe c ia l l y  for  the middle and lower middle income households. For 

example, at present there are near ly  40,000 housing cooperat ives 

with about 3 m i l l i o n  members with 59 per cent o f  the housing 

coming up in LIG/EWS sector.

Besides the above nontioned ins t i tu t ion s ,  there are a 

nur. er o f  p r iva te  and joint, sector housing finance ins t i tu t ions .  

Me~ Ion may be made o f  the HI-C formed in 1977. Recently  the UTI, 

L I .  and riDFC have ,  in c o l  :bo ra t ion  with commercial banks, 

pr.:. )ted a number o f  housing f inance ins t i tu t ions .  Mention may be 

mac-2 o f  Can Fin Homes with Canara Bank, Central Housing Finance 

C orpo ra t ion  (CHFC) w i th  Cen tra l  Bank, Housing Promotion and 

Finance C orpo ra t ion  (HPFC) with  State  Bank o f  Ind ia  and 

In frastructure  Lease and Finance Services with GLC-

In addit ion to these two types o f  in s t i tu t ion s ,  there is 

the third category  o f  in s t i tu t ion s  whose basic function is  not 

housir.g finance but they do so as a part o f  d i v e r s i f y in g  the i r  

investments. Some o f  these are leas ing companies Table 5. 1 

g ives  an idea about the growth o f  housing finance in s t i tu t ion s  in 

Ind ia .

A major fac to r  In the e f f i c i e n t  working o f  p r iva te/ jo in t  

s e c t o r  housing f inance  i n s t i t u t i o n s  is  the a v a i l a b i l i t y  o f  

loanable funds- These funds are current ly  raised e i ther  from 

savings and depos i ts  o f  households and companies or through issue 

o f  equity  c a p i ta l  or loans from banks A major question at this



stage i s  the ex tent to which these HFIs w i l l  be able  to r e ly  on 

these sources o f  funds. Some doubts have been expressed about the 

f inan c ia l  i n t e g r i t y  o f  many o f  the e x i s t in g  HFIs- Without going 

Into th is  issue,  i t  would be useful to raentic^i that the recen t ly  

promoted CANFIN Homes has done reasonably wel l  In mobil is ing

deposits  from households. Also with NHB now on the scene, I t

would be p o s s i b l e  to monitor  and r e g u la t e  the fu n c t i o n in g  o f  

housing finance ins t i tu t ions .  Such a step Ls bound to build up 

the confidence o f  investors.  In th is  conte-;': , i t  is appropriate

to c i t e  the e x p e r ien ce  o f  HDFC set up in 977 which through

managing i t s  operations p ro f e s s io n a l l y  has h l i t  fo r  i t s e l f  high 

c r e d i b i l i t y .

I t  i s  e s t im a ted  tha t  the fo r:. L s e c t o r ,  through

government programmes and f inan c ia l  in termed iar ies ,  curren t ly  

prov ides f inance fo r  about 2,75,000 units  pe: year. The estimated 

formal sector  housing advances at present wmld exceed Rs 10,000 

c r o r e s ,  and a f t e r  n e t t i n g  out i n t e r - i n s t L t u t i o n a l  f l o w s ,  

outstanding to ta l  advances would be around Rs 5,000 crores.  I t  

may be mentioned that formal sector  f inancing i i  g en e ra l l y  only  50 

per cent or  l e ss  o f  the t o t a l  dwe l l ings  cost.  In d ia 's  f inan c ia l  

s e c t o r  i s  s t a t e d  to p ro v id e  o n l y  2 per cent  o f  the formal 

f in a n c in g  for  housing. A l s o ,  the formal s e c t o r  seems to be 

providing no more than 10 per cent to 15 per cent o f  the to ta l  

housing investment.

Diagrara 5 1 g ives  an idea about the aajor  in s t i tu t ion s  

i n v o l v e d  in p ro v id in g  housing f inance  and the nature o f  

In s t i tu t io n a l  l inks- I t  a lso  sets  out the mechanism as to  how the 

funds eventual ly  reach the end users or  b e n e f i c i a r i e s .
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We may a l s o  po in t  out th a t  so f a r  as development o f  

housing re la ted  in fras tructure  is  concerned, the r espon s ib i l i t y  

genera l ly  r e s t s  with l o ca l  governments and State Housing Boards, 

although rec en t ly  some agencies l i k e  HUDCO, HDFC Developers and 

Ansal 's have entered the are.i o f  in f ras t ruc tu re ,  including land 

development. Apart from HUDCO, National Housing Bank is another 

agency which proposes to e n v r  into the area o f  providing funds 

for in fras truc ture  d e v e l o p s  ; . Vater supply and e l - , ' 1, r ;c i t  y are 

genera l ly  looked a f t e r  by auf. :);:ous boards.

We would l ik e  to . ? a mention o f  a recent ivelopment 

in the area o f  housing fir. :e. This concerns the ’. c t i c e  o f  

providing bridge f inance t ;evelopers and builders . ,iDrC and 

cooperat ive  banks are som>j ; f  the in s t i tu t i o n s  p rov f l in g  such 
3

bridge loans .

5.4 I n s t i t u t i o n a l  Lenders

We now ou t l in e  the - n t r ibut ion  o f  soae o f  the major 

f inanc ia l  in s t i tu t i o n s  provid: , funds for  housing.

5.4.1 Housing and Urban Development Corporation Limited (HUDCO):

HUDCO is  the on ly  government sponsored housing f inance Ins t i tu t ion  

which ra is es  funds with gover-.^aent guarantees fron l c ap i ta l  

markets'4- So far  HUDCO has raised over Rs 530 crores  through 

this  method, which has been subscribed la r g e l y  by '.at Local ised 

banks and LIC. HUDCO, which came into ex is tence  in 1971, has so 

far committed loans upto Rs 3, Sb9 crores fo r  construct ion o f  3-46 

m i l l ion  dwel l ing  units and 3.04 lakhs o f  p lo ts .  Of these 1.85 

miiLion units  are in the rural areas- I t  is maintaining a ra t io  

o f  55:45 in o v e ra l l  fund a l lo ca t ion  between £WS, L L ’> !' and HIG.



HUDCO i s  a f in a n c ia l l y  independent body which pract ices  cross 

subs id isat ion  o f  interest  from with in I t s  own pool o f  funds. The 

net in te res t  rate  ranges from 5 per cent to 13.5 per cent. For 

renta l  s t a f f  housing, land acqu is i t ion  and commercial schemes, the 

market rate  i s  kept at  15 per cent.

Of l a t e  HUDCO i s  r ep o r t e d  to have a ls o  entered  rea l  

e s ta te  business including commercial construction as a part o f  i t s  

p r o f i t  earning venture so that i t  is ab le  t ■ aeet higher l e v e l  o f  

cross subsidy to the poor.

5.4.2 Housing Developaent Finance Corporation (HDFC): HDFC is  a

p r i v a t e l y  owned company for  housing f i  ince which has made 

remarkable progress since i t s  incept ion in 970. I t s  cumulative 

approvals as on 31. 3.1989 stood at Rs 1,4 io crores. So far HDFC 

has f inanced 0.30 m i l l ion  units in near ly  1,400 towns. HDFC does 

not get  government guarantee for i t s  debe-.cures/bonds and has to 

ra ise  i t s  resources from the market. The HDFC has a lso introduced 

a Home Savings Plan, but th i s  has had l im ited  success so far. HDFC 

has however ,  been su ccess fu l  in  r a i s i n g  125 m i l l i o n  d o l l a r s  

through USAID with  back to back arrangements entered with 

d i f f e r e n t  banks and a f inanc ia l  in s t i tu t i o n  at a f ixed interest 

rate  o f  12.5 per cent per annum on the counterpart rupee funds in 

India to absorb the exchange rate  r isk .  I t  has also Issued long 

term bonds (10 years ) .  I t s  f l e x i b i l i t y  in transfers  has made the 

ser ies  more marketable to investors.  Although HDFC has not been 

g iven government guarantee for  i t s  bond issue, i t  has been given 

trustee s tatus,  which enables i t  to p ick up money a l i t t l e  cheaper 

from t r u s t s ,  e t c .  HDFC has m o b i l i s ed  funds mainly from the 

corporate  sector ,  and only 15 per cent o f  i t s  deposits  are from 

the household s e c t o r .  The recen t  government r e g u la t i o n  

p r o h i b i t i n g  non-banking f i n a n c i a l  i n s t i t u t i o n s  o f  accep t ing



d e p o s i t s  o f  l e s s  than 25 months may dampen m o b i l i s a t i o n  o f  

household savings.  A correc t  po l icy  would have been to permit 

these  i n s t i t u t i o n s  t o  r a i s e  short  term d e p o s i t s  from the 

households on the ground that most household savings are purpose 

based savings -  and the depos i ts  o f  banking In s t i tu t io n s  would not 

be a f fec ted  s e r ious ly .  Perhaps r e s t r i c t i o n  on corporate savings 

are reasonable as in many s i tuat ions  the f a c i l i t y  o f  short term 

d e p o s i t s  may be misused. HDFC has a ls o  co-promoted four 

companies, nanely:

i. Gujarat Rural H- :sing Finance Corporation Ltd. with
IFC, Washingc , Aga Khan Fund fo r  Economic 
Development, Gen i  and Government o f  Gujarat.

i i .  Housing Promotion and Finance Corporation Ltd. (with
SBI Capita l  Markets).

i i i .  I n f r a s t r u c t u r e  Leas ing  & F in a n c ia l  S e r v i c e  Ltd .
(with  Central Bank o f  India and UTI).

iv .  CANFIN Homes Ltd. (with Canara Bank and Unit Trust
o f  In d ia ) .

Besides these four companies HDFC has a wholly owned 

subsidiary  c a l l e d  HDFC Developers Ltd. and is  also invo lved  in the 

Credit Rating In formation Serv ices o f  India Ltd.

Out o f  the t o ta l  le  : ing o f  HDFC, 77 per cent o f  the 

gross loans were g iven  d i r e c t l y  to indiv iduals  fo r  home ownership 

while the balance 23 per cent o f  the loans were routed through 

corporate ,  in s t i t u t i o n a l  and other bodies, o f  which 45 per cent o f  

the b e n e f i c ia r i e s  were households with family  income below Rs

1,000 per  month5. HDFC has been ab le  to  h e lp  the  low income 

groups o f  the o r g a n is e d  s e c t o r  l i k e  employees o f  E l e c t r i c i t y

:o



Boards and Road Transport Corporations In various parts o f  the 

country,  small cocoa and arecanut growers In Karnataka and Kerala, 

P lantat ion  Labourers in  North East Ind ia ,  Po l ice  Constables in 

Maharashtra and Andhra Pradesh, Teachers and S ta f f  Members o f  

severa l  U n i v e r s i t i e s  and Education Ins t i tu t ions -

5.4.3  Commercial Banks: The commercial banks have o f  la te  opened

th e i r  doors to  housing f inance both d i r e c t l y  and through formation 

o f  su’ s i d i a r y  housing companies- They have a lso announced 

stepping up the annual disbursement f o r  housing loans from Rs 150 

crores  in 19?b-87 to Rs 385 c rores  in 1989-90. They have also 

o f fe red  a graduated in terest  rate  structure going down to 4 per 

cent fo r  Scheduled Castes and Scheduled T r ib e s .  The General 

Insurance Cor o ra t ion  has announced launching o f  a subsidiary in 

co l labo ra t ion  with Indian Overseas Bank for  providing housing 

f inance with an i n i t i a l  outlay o f  Rs 20 crores and disbursement 

upto Rs 40 -  Rs 50 crores  per annum to s ta r t  with. The commercial 

banks w i th  t h e i r  huge pool o f  d e p o s i t s  and e x t e n s i v e  branch 

net ark o f  over 57,000 branches, o f f e r  a major potent ia l source 

fo r  housing f inance.

5 .4 .4  P r o v i d e n t  Funds: The other  major source o f  finance for

housing is  the Provident Fund system -  both Employees Provident 

Fund (SPF) and General Provident Funds (GPF) consisting o f  about 

22 m i l l i o n  subscribers. These are mandatory savings o f  the formal 

sec tor  employees and are ob l iga ted  to be invested in government 

s e cu r i t i e s  for  development programmes. Since the quantum o f  

funds a v a i l a b l e  from th is  source is immense, and housing loans to 

employees are without much r isk ,  the issue regarding withdrawal o f  

GPF f o r  housing needs to  be s tu d ied  fu r th e r .  S i m i l a r l y ,  

Government Employees Group Insurance Scheme, as we l l  as Defence 

Group Insurance o f f e r  a good p o ten t ia l  f o r  housing finance for



Che organised sec to r  as these funds are outs ide  the LIC and are 

a l s o  not a part o f  the government 's  own revenue.  I t  may be 

mentioned that Provident Funds cannot s t r i c t l y  be considered as a 

formal source o f  housing f inance.

5.4.5 Other In s t i tu t io n s :  LIC, GIC and nat ional ised  banks are

the other sources o f  housing finance in India. LIC has also been 

funding the C o o p e ra t i v e  Housing S e c to r  through Apex Housing 

Finance Cooperatives to the tune o f  about Rs 150 crores  per

annum, apart from providing housing loan fo r  the ind iv idua ls  under 

t h e i r  'Own Your Home' Scheme. In a d d i t i o n  LIC has a ls o  been 

funding m u n i c i p a l i t i e s  and o the r  o r g a n i s a t i o n s  which p ro v id e

housing re la ted  in frastructure.  UTI and GIC have a smaller ro le

to play, but have shown increasing in teres t  and th e i r  r o le  is 

l i k e l y  to expand fu r th e r  over the years .  LIC, as mentioned

e a r l i e r ,  has se t  up a Housing Finance C o rpo ra t io n  as i t s  

subsidiary.  While th i s  company shal l  get i t s  i n i t i a l  c a p i ta l  from 

LIC and other in s t i tu t ion s ,  i t  w i l l  also raise  i t s  own resources 

by deposit  mob i l isat ion .

The e x i s t i n g  f lows o f  funds in t o  the housing s e c t o r  

through formal sector  agencies are g iven in Table 5.2.

Thus about Rs 650 crores are f lowing d i r e c t l y  to the

ind iv iduals  into  housing from the formal sector  in s t i tu t ion s .  In

add i t ion  to these there would be a substant ia l f low from Provident 

Funds. Actua l  PF withdrawal  d isbursements  are not e a s i l y  

a va i lab le .  However, as o f  now there would be about 14.3 m i l l ion

subscr ibers to EPF, 5.3 to Central Government Provident Fund and

another 10 m i l l i o n  o f  State governments to bring the t o t a l  number 

o f  PF subscribers to 29.6 m i l l i on  or say 30 m i l l ion .  The l i k e l y  

PF withdrawal f o r  housing is substantia l- It may be pointed out



that the Provident Fund Rules for  permanent withdrawal o f  housing 

loans are quite s t r i c t .  They require  minimum period o f  serv ice  

and th e r e a f t e r ,  request furnishing o f  t i t l e  o f  land as wel l  as 

approved la y  out. In f a c t ,  a la rge  number o f  people are denied 

withdrawal and consequently resort  to taking loans on some other 

pretext but using i t  for  housing. Further, re laxat ion  o f  PF rules 

in th is  respect should be considered.

5.5 Credit I n s t i t u t i o n s '  Coverage

Commercial banks have an extensive coverage in India. 

From 8,321 branches in 1969, there were 55,198 branches in June, 

1988 o f  which 30,7- were in rural areas, 11,204 in semi-urban 

areas and 13,105 in urban areas. Table 5.3 g ives  a break down o f  

the current branch pattern o f  var ious types o f  banks.

In a d d i t i o n  LIC has n ea r ly  2,50,000 agents  ( o f  whom

1,00,000 are in rural areas) and 10,000 Development O f f i c e r s  who 

can a lso  be m o b i l i s ed  for  e i t h e r  c r e d i t  d e l i v e r y  or resource  

mob i l isa t ion  or  both.

W h i le  1.63 lakh branches o f  va r iou s  banks appear  an 

impressive number, not many o f  them are good enough to be used for 

purposes o f  base l e v e l  housing f inance ins t i tu t ions .  In 1970 the 

government decided to l in k  the cooperat ives  at the grass root 

l e v e l  w i th  the commercia l banks m a in ly  with the o b j e c t i v e  o f  

supplementing the loanable resource o f  the former through 

add i t iona l  channel o f  supply o f  funds^. The newly reorganised 

Primary Agr iculture  Credit Cooperatives (PACCs) have had a mixed 

record o f  success- The cooperat ives  have become strong in some o f  

the States namely, Gujarat, Maharashtra, Punjab and Tamil Nadu. 

The same, however, annot be said o f  other States. Further, i t



has been a l l eged  that bene f i ts  from PACCs do not t r i c k l e  down to 

the rural poor. The loans advanced to the landless persons in 

1975-76 accounted for  only 4 per cent o f  the t o ta l  amount o f  loan 

advances. Further, 40 per cent o f  PACCs functioned in a loss ,  and 

overdues as a proportion o f  loans outstanding by end June, 1976 

was as high as 43 per cent. By June, 1975 RBI declared near ly  70 

per cent o f  PACs as 'weak' (Category C to E). S im i la r ly ,  45 per 

cent o f  non-agr icu l t  ural c red i t  s o c i e t i e s  were also considered

weak. Fanner's Serv ice  Soc ie t ies  (FSS) have also not fared much

be t te r  and s u f f e r  froa structural weakness. 2y June, 1977 only

233 FSS were operating in a few States ,  out o f  which only  69 were 

f inanced by cooperat ive  banks. The Commercial Banks have also

th e i r  own weakness as they have not been able to penetrate deep 

into the in t e r i o r  o f  the d i s t r i c t s ,  although they have been more 

successful in mopping up deposits  from the rural areas instead. 

The commercial banks have also been accused o f  neg lect ing  the 

small borrowers.

The banking and cooperative  structure^ in India needs to 

be studied in d e t a i l  and therea f te r  f ine  tuned. In case we want 

to have a d e l i v e r y  system o f  l o a n s ,  both  housing as w e l l  as 

working c r e d i t  loans, the d e l i v e r y  system has to be made more 

responsive so that i t  can meet the needs o f  the sp ec i f i c  income 

groups. There i s  a general a l l e g a t i o n  against the commercial 

banks that th e i r  s t a f f  has an urban bias- Since recruitment o f  

w e l l  educated young persons i s  done by the banks c e n t r a l l y ,  the 

urban bias can ve ry  well  be expected. The Regional Rural Banks 

were expected to p a r t i a l l y  meet th is  problem through recruitment 

o f  personnel from loca l  persons. However, even here, due to high 

l e v e l  o f  l i t e r a c y  o f  the s t a f f ,  the urban bias s t i l l  remains. 

A lthough we have an e la b o ra te  d e l i v e r y  system o f  1.63 lakhs 

o u t l e t s  (we have about 5 lakh i l l a g e s ) ,  we have to ensure as to



how many are a c tu a l l y  functioning e f f i c i e n t l y  and second, how many 

can serve  the cause o f  the poor. In case we f ind that these 

In s t i tu t ion s  are  unable to serve the low income groups we need to 

consider whether we should go In for  another t i e r  o f  d e l i ve ry  

system at the f i e ld  l e v e l  and i f  so, what would be It  I ts  cost 

implications? While Bangladesh has experimented with nine forms 

o f  d e l i v e r y  systems, they have also found that the results  were 

mixed. However, in the case o f  Grameen Bank o f  Bangladesh and 

SliWA C o o p e ra t i v e  Bank o f  Ahraedabad th ere  were hard ly  any
Q

d e f a u l t s  . They tend to g i v e  c r e d i t  for  t h i s  to the s p e c ia l  

s t ra tegy  and ject management. One o f  the main features o f  the 

Grameen Bank * i that loans were g i  en to the landless poor by 

o r g a n i s in g  th in to  groups f o r  c e r t a i n  income g en e ra t i o n  

a c t i v i t i e s  and g rea ter  emphasis was la id  on loans to women.

5 .6  C r e d i t  Ins truments :  Both government and market oriented

agencies such as H'JDCO, HDFC, Can Fin Homes, GRUH, Dewan Housing 

Development Finance Ltd- (DHDF), e tc .  provide housing loans with 

vary ing in teres t  rates and maturity periods, e t c . ,  to persons 

f a l l i n g  within  th e i r  respec t ive  e l i g i b i l i t y  c r i t e r i a .  Tables 5 4  

and 5.5 g i v e  an idea o f  these terms in respect o f  HUDCO and 

se lec t  HFIs.

As a lready pointed out, HUDCO through i t s  strategy  o f  

in t e r e s t  cross ; . s i d y  is able to reach almost a l l  segments o f  the 

soc ie ty ,  e i th e r  d i r e c t l y  or  through cooperat ives  and State Housing 

Boards. Other f inanc ia l  ins t i tu t ions/agenc ies ,  however, serve 

households having r e l a t i v e l y  s tab le  incomes around the median or 

above median income groups .



These i n s t i t u t i o n s  make loans to  i n d i v i d u a l s  f o r  

c o n s t ru c t i o n  o f houses or f l a t s ,  e x ten s io n  or s u b s t a n t i a l  

restructuring o f  houses, and in some cases to  f inance the purchase 

o f  ex is t ing  dwel l ings.

A l l  these in s t i tu t ion s  recover major i ty  o f  th e i r  loans

in equated monthly instalments. GRL'H, a rural based liFI however

is an exception which pera i ts  annual payment na in ly  su i t ing  the

needs o f  cash f low o f  a g r i cu l tu r is t s .  Some agencies l i k e  CAN FIN' 

Homes and HDFC o f f e r  te lescop ic  repayment f a c i l i t y  to enable the 

young earners to take advantage o f  the f a c i l i t i e s .  The loan s ize  

a lso var ies ,  ranging from Rs 7,500 to almost Rs 3 lakhs- For the 

median income households, a f fo rdab le  maximum loan i s  around Rs

50,000, although th is  may s l i g h t l y  vary depending upon interest  

rate and maturity period. For most companies the term is around 

15-20 years. The appl ication/processing fee is usually  between

0.75 to 1.5 per cent ,  and the in terest  rate ,  except for Hl'DCO, 

va r ies  between 12 per cent to 16- 5 per cent depending upon the 

quantum o f  loan. For most companies, the cost o f  funds should not 

exceed 11.5 per cent fo r  the v i a b i l i t y  o f  these companies. Maximum 

loan-to-va lue ra t io s  are' estimated to f a l l  in the range o f  70 per 

cent to 80 per cent- The data for  down payment is however not

ava i lab le .

Many companies p re fe r  lending to ind iv idua ls  sponsored 

by th e i r  respect ive  employers. This is done to reduce risks- The 

ob l iga t ion  to repay the loan, however, res ts  with the indiv idual .  

A general review o f  the pract ices  and procedures fol lowed by most 

HFI 's  would show t h e i r  conser/at ive  and rat ional  underwrit ing 

procedure, mainly with a view to minimising r isks.  Loans are

released in instalments only  a i e r  the equ ity  money has been used



in  construct ion.  A lso,  the underwrit ing p o l i c i e s  o f  the companies 

g i v e  we igh t  to the c r e d i t  w o r th in ess  o f  the borrowers and 

guarantors.

So f a r  as l end ing  to low income group households is  

concerned, some HFIs have atteapted to reach households below the 

median income by lending in small urban and rural areas where 

housing costs  are low. However, due to th e i r  s t r i c t  cond i t iona l i 

t i e s  they are unable to reach the low income and those working in

the in for-  L sector. Most HFIs o f f e r  loan for  a period o f  minimum

10 years  sometimes even 20 years. They have also introduced

low-starc  . rtgages ,  as we l l  as reduced monthly burden.

5. 7 Enlarging Credit Supply

At present household sector  is generating savings in 

excess o f  i t s  own needs for investment in physical assets. Due to 

a v a r i e t y  o f  f a c t o r s ,  the household sav ings  have gone up 

su b s ta n t ia l l y ,  and about 60 per cent o f  the to ta l  net f inancial 

sav ings o f  th is  sector  are in the form o f  bank deposits , insurance 

and loans to Central and State Governments. These funds, instead 

o f  be ing  u s e d  f o r  househo lds '  needs a re  being used by the 

government co f inance i t s  Five Year Plans. However, recent ly  i t  

was rea l  i s  ! that housing sector  needs more funds and therefore  

the RBI has  allowed Banks to spend 1.5 per cent o f  the incremental 

d e p o s i t s  f o r  housing f inance-  I t  was a l s o  f e l t  that housing 

s e c t o r  h a s  g r e a t e r  c la im  on insurance funds, and i t  ha s  been 

sugges ted  tha t  r o l e  o f  housing should not be mixed up with 

s o c i a l l y  or iented  schemes, and the f lows o f  contro l led  fu:-.ds from 

LIC should increase from i t s  present 14 per cent to 20 per cent. 

I t  is also argued that GIC should a lso step up i t s  contribution to 

housin:.  It  is  a lso  agreed that Provident Fund resour s for



housing need to be Increased. Insurance funds, e s p e c i a l l y  funds 

o f  the LIC are best su ited fo r  long term investment in housing as 

t h e i r  main nature  o f  a c t i v i t y  i s  more conduc ive  to  long term 

lending.

C lear ly ,  t h i s  proposed increase in f low o f  resources Co 

the housing sector  i s  l i k e l y  to lead to constrain ts  elsewhere. For 

augmenting the savings we need to devise suitab le  instruments so  

that addit ional  sav ings accrue in the economy. Horae Loan Account 

Scheme recent ly  launched by NHB is  one such step which w i l l  ensure 

' a d d i t i o n a l i t y '  o f  savings. Mass mobil isat ion o f  funds from the 

pub l ic  f o r  housing loans  as has b ee n  done by the B u i ld ing  

S o c i e t i e s  o f  U.K. has somehow been not attempted on any 

s i g n i f i c a n t  scale  in India.

Recently  a dia logue has a lso been in i t ia t e d  in r e g a r d  to 

developing secondary market f a c i l i t i e s  in India. For th is  purpose 

foreclosure laws and other aspects relevant to the development o f  

secondary mortgage market are being scrutinised.  Indeed as a 

f i r s t  step the General Insurance Corporation o f  India (GIC) has a 

pending proposa l  to set up mortgage insurance company as i t s  

subsidiary.

I t  would be worthwhile also to indicate  the proposed 

in s t i tu t i o n a l  c red i t  fo r  1990-1995, the period for the Eighth Five 

Year Plan. This i s  presented in Table 5. 6.

5.8 Relevance o f Financial Po lic ies

The Housing Finance Ins t i tu t ion s  (HFIs) are curren t ly  

regulated by the Depirtment o f  Financial Companies (DFC) o f  the 

Reserve Bank o f  Ind 1 i ( ! IB I ) .  The Reg is trar  o f  Companies n o t i f i e s



the DFC o f  the ex is tence  o f  a company engaged in housing f inance 

w ith  a v iew to d e te rm in in g  whether i t  can be c l a s s i f i e d  as a 

Housing Finance Company. At present in p ract ice  there i s  a free  

entry  o f  housing f inance companies into the system. The DFC has 

however c o n t r o l  o v e r  the d e p o s i t  a c t i v i t i e s  o f  the HFIs fo r  

providing p ro tec t ion  to depos i tors '  funds. For th is  purpose DFC 

holds annual inspect ions o f  HFCs- With the se t t ing  up o f  the NHB 

these regula tory  functions have been taken over by i t .  I t  is f e l t  

that the NHB should exerc ise  t i g h te r  contro ls  on HFIs mainly to 

enforce f inanci . . .  d i s c ip l in e  and to ensure public confidence in 

the system- Sue i a step could eventual ly  help in build ing a sound 

base for  second-:-y market a c t i v i t y ,  as we l l  as in increas ing the 

f low o f  resources into the housing sector.

The p o l i c y  o f  the Government o f  Ind ia  o f  d i r e c t i n g  

c r e d i t  o f  n a t i o n a l i s e d  f i n a n c i a l  i n s t i t u t i o n s  towards high 

p r i o r i t y  sectors  ( l i k e  agr icu l ture ,  small industry, e t c . ) ,  and 

away from sectors  l i k e  housing has had an adverse e f f e c t  on the 

magnitude o f  inves tm ent  in housing. The banks charge high 

I n t e r e s t  on n o n - p r i o r i t y  l en d in g  main ly  to  overcome t h e i r  

p r o f i t a b i l i t y  problems. Housing finance also su f fe rs  v i s - a - v i s  

such in termediar ies  as commercial banks, Unit Trust o f  India (UTI )  

and corporate depos i ts  e i th e r  because the l a t t e r  can o f f e r  la rge r  

tax concessions lvJ/or o f f e r  wide range o f  f inanc ia l  serv ices  at 

i m p l i c i t l y  s u b s id i s ed  cos ts -  The f i n a n c i a l  p o l i c y  o f  the 

Government o f  India has been to sub-serve a number o f  i t s  own 

needs by g i v i n g  p r e f e r e n ce  in c r e d i t  a l l o c a t i o n  to p r i o r i t y  

sectors ,  s e t t in g  in te res t  rates high, f u l f i l l i n g  i t s  own borrowing 

requirements at subsidised rates through high statutory reserve 

requ irem ents  f o r  c a p t i v e  i n v e s t o r s ,  in c r e a s in g  d e p o s i t o r  

In s t i tu t io n s  throughout rura l India ,  providing high rates o f  loan 

rep r ieva l  to c e r ta in  sectors o f  In d ia 's  economy and supporttr.c



s ick  industr ies  to  keep up employment l e v e ls .  The Governments' 

f inanc ia l  p o l i c y  to  meet I t s  expenditure through borrowings from 

the RBI has a lso  perhaps contributed to an average i n f l a t i o n  rate  

o f  just around 10 per cent during the l a s t  decade.

A l l  these  f i n a n c i a l  p o l i c i e s  appear to h a v e  c r e a t ed  

p r o f i t a b i l i t y  problems for  the intermediar ies.  The banking system 

is there fo re  constrained to penalise depos itors  by  t li ea l ow

or negat ive real returrjs on deposits  and subs id is i  b o r r o w e r s  

such as the government- Households '  access  to : nance has 

t h e r e f o r e  been impaired by d i r e c t  r a t i o n in g  and h -h nominal 

in terest  rates. I t  is not at a l l  surpr is ing that h- Ing c r e d i t  

has accounted f o r  on ly  2 per cent o f  t o t a l  c r e d i .  i s s u e d  by 

f inanc ia l  Intermediar ies and about l per cent o f  the ilue o f  the 

housing stock.

I t  is f e l t  that i f  the Government o f  Ind : i , over the 

longer  term, " fo l lows an in teres t  rate s tra tegy  t h i t  reeves away 

from a t i g h t l y  con tro l l ed  regu latory  structure to one in vhich the 

f inan c ia l  e f f i c i e n c y  o f  f inanc ia l  resource a l l o ca t ion  would begin 

to  play a g rea ter  r o l e ,  i n f l a t i o n  would be ea s ie r  to con tro l  and 

u lt imate ly  pr ivate  housing f inance should expand". In short-term 

however changing rate  structure may pose serious problems.



1. LIC has established a housing f inance ins t i tu t ion  as i t s  
subsidiary.

2. T h is  has mainly  c o n f in e d  i t s  a c t i v i t i e s  in the South, 
although they^have a branch in Delhi.

3. D e lh i  C o o p e ra t i v e  Housing Finance S o c i e t y  L im i ted ,  a 
Cooperative Housing In s t i tu t io n  o f  Delhi has also raised 
small amounts is debentures under Government Guarantee.

4. HDFC has al ; provided bridge loans to indiv iduals  with a
view to enabi rig them to buy new houses before they dispose 
o f f  the old : This encourages f i l t e r i n g  up.

5. HDFC Limited . . ' h  Annual Report,  1987-88.

6. Rura l  Banks f or  Rural Poor :  A n a ly s is  o f  the working o f  
Reg iona l  Rural Banks in In d ia  -  Charan D. Wadhwa - The 
Macmillan Company o f  India L imited,  1980.

7. As we show l a t e r ,  cooperat ive  sector  can be e f f e c t i v e l y  used 
to subserve the f inance needs , o f  the poor.

8. D e ta i ls  o f  these experiments are outl ined la te r  in a sect ion 
on case studies.

9. HDFC has, through l o ca l  l e v e l  networks, attempted to provide 
funds for  housing for the low income/unorganised households. 
Very l i t t l e  is however known, as to their  success in cost 
recovery.



Existing Housing Finance Institutions  

Institu tion

1. Housing Development Finance Corpora;', n Led.

2. Gujarac Rural Housing Finance Corpor : : ion 
Ltd. ( 'jR UH)

.td.3. Housing Promotion & Finance Corpora 
(HPFC)

4. Can Fin Horses Ltd.

Proposed Housing Finance Institu tions  

Promoted by:

1. General Insurance Corporation o f  Inciii 
(Subs id ia ry )

2. L i f e  Insurance Corporation o f  India 
(Subs id ia ry )

3. Bank o f  India

4. Central Bank o f  India

5. Punjab National Bank (PNB) Housing Finance 
Ltd.

6. United Commercial Bank ( f o r  rural housing)

7. UP Rural Housing Finance Corporation Led. 
( f o r  rural housing)

Head O f f i c e  
Location in 
I nd ia

Bombay

Armed a bad

Calcutta

Bangalo re

Bombay

Bombay

Bombay 

Bhopa 1 

New Delhi

Or i ssa

'j 1 1 a r 
Pradesh

Note : There a re  about 40 o the r  ninor  housing f in an ce  
in s t i tu t ion s  spread throughout India.



(Rs m i l l i on )

Tota l To State 
agenc ie s

To In s t i 
tutions

To In d iv i 
duals

1. Government -  Central 
and Si ite

Prowl ent Funds (PFO) 

TOTAL

5,292. 2 

3,182.4 3,182.4 

3, 182.4

2. HUDCC 4,380.0 4 , 380 . 0

3. Financia l In s t i tu t io n s

Scheduled Commercial 
Banks

2, 372. 1 1,510. 2 661. 1 200. 8

LIC 3,192. 3 903. 3 1,311. 1 977. 9

GIC 550. 0 550. 0

Unit Trust o f  India 406. 9 406. 9

TOTAL 6521.3 3370. 4 1972. 2 1178. 7

4. Spec ia l ised  Housing 
Finance In s t i tu t io n s

Cooperative Housing 
Soc le t ies

3,250.0 3,250. 0

Housing Finance 
Com pan:-3 s

2,543. 1 483. 6 2,059. 5

TOTAL 5,793. 1 483. 6 5,309. 5

5. TOTAL o f  2, 3 & 4 16,694.4 8,234. 0 1,972.2 6,488. 2

Source: Report o f  the Sub-Group on Housing Finance Eighth Five Year 
Plan.



Number o f Branches o f Various Banks

Type o f  Banks Number o f
Branches

1- Commercial Banks I 11

2. Primary (Urban Cooper '.;e Banks) 1 . 'I

3. Regional ^ural Banks 13, ’ 53

4. Revised PACs ( i n c l u d : - ; Lmps & FSS)  91,92 7
(Primary Agr icu l ture  red i t  Coops.)

5. Primary Cooperat ive P-inks 1,009

TOrAL 1,63 ,9 42



Revised Nona of HJDOP Financing far Various Bousing Schesea

lb. Category Gelling Extent o f  >fet interest Repay
cost financing rate per lot

(Rs) (per <;arit) (per cent) (Year:
per annum

1- Economically Weater Sections (ZWS) with 
a household incane up to Rs 700

a. EVE- (Sites and Services)

i )  Sites and Services (occluding 6,000
raw land)

11) Housing 9cheraes in areas affected 6,000
by natural calamities new schaae)

b. EV5-II (Urban)

HulIt Housing unit 15,000

c. Sinn Upgradation

Ervironneit Imprcvsnent 2,000

d. Loais for i^igradation o f  sluns as well 3,000
as houslig in Inner city areas

2. Low Income Grtxps (UG) with a household 
incaae between Rs 701 to Rs 1,500 p.m.

a. I1G-I 20,000

b. UG-II 30,000

3. Middle Income Group (MIG) with a household 
incaae between Rs 1,501 to Rs 2,500 p.m.

a. MIG-I 60,000

30

FUll

6

6

& 5

9.0

IL

22

22

22

20

20

15

15

L5



TABUS 5

& — iy  o f  Lorn T w  foe Sum y u l  HFIs

Private:
tfcvan Rifr* U1KD

Joint
OUH GWLN H1FC

I. Inhere* <Rs 20,000 L3.52
Rates

Rh 20,000- 152
35,000

Ka 35,000- 162
80,000 

X s  80,000 16.52

3. Maxtnus 
Loen/Valts 
Ratio

4. Papirat

S. Avt-r»**e 
b*in Size 
Sanctioned

6. "hbmal" 
Loan Size

<Ra 20,000 12. 31 Lir^e
si la reholders 142

Rs 20.000- 13.52 U r g e5ii,ooo
Rs 50,000- 14. 51

1,00,000 
Rs 1,00,000- 15.5* General

1,50,000 
Xta 1,50,000 16. 5*

deposl to ru 14. 5* 

General
p i i l l c  15X

<Rs 25,000 12Z

X s  25,000 13*

<Rs 20,000 12.5Z <Rs 20,000 12.51
Rs 20,000- 13. 51

50,000
R3 21),(U K  13. 5* Rs 50,000- 141

50,0U) 1,00,000
Rs 1,00,000 14.51

Ka W.OOO 141
1,00,000 

>Rs 1,00,000 14. 5Z

7-12 years 7-15 years 5-15 years 5-20 years 15-20 years 5-15 years

70 per cent 70 per cent 70 per cent 80 per cent 75 per cent 
TO f*;r cent for  

savers

70 per cent

30 per cent 
o f  net

30 per cent 
o f  net

40 per ca it  
o f  gross

25 per ce it  
o f  gtuss

X  per cent o f  
t;n>ss o r  

50 fe r  cent o f  net

30 per cent o f  
net

K.i 44.000 Rs 1,00,000 Ra 97,000 Rs 37,000 Rs 55,000 Rs 52,000

Ra 7,310- 
1,65,000

Rs 20,000- 
2,00,000

Rs 10.000- 
1,00,000 Hts 75,000 -

Rs 10.0UV- 
1,00, lit )

Rs 7,000- 
1,00,000



(Rs c ro re )

Exist i - % 
pa 1 1  <■ r r.

Pro po sod 
pattern

1. Scheduled Conaerc i ■. Banks - 3010

2. LIC - 4450

3. oIC 500

4. Housing Finance Im: itut ior.s 3C60 3730

5. provident Funds ( . ?t Instruments) - 975

6. Hone Loan Account - 1000

Sub-Total 9505 13665

7. Provident Fund to 1.id iv idual s 2925 2925

8. TOTAL 12430 16590

). Of which Pr iva te  3e : : o r  (90 per cent ) 8 7’+3 5 87435

10. Share o f  Formal Sector Including 13% 19%
PF in Tota l  Investee  i t



APPENDIX I

In the context o f  housing finance a c r i t i c a l  issue is 

the question o f  mobi l is ing  additional  resources s p e c i f i c a l l y  for 

the housing s e c t o r ,  as a l s o  to enhance the c a p a b i l i t y  o f  the 

e x i s t i n g  housing system to reach those households who are at  

present unable to gain access to i t .  In th is  appendix an e f f o r t  

i s  made to b r i e f l y  discuss the problem o f  add it iona l  resource 

mobi l isat ion .  We have, i t  must be mentioned, not touched upon the 

issue o f  using 'black, money' for housing the weaker sect ions o f  

the soc ie ty ,  r ecen t ly  raised in Union Finance M in is t e r ' s  Budget 

speech (March, 1990). We have also not discussed the impl ications 

o f  the recent gu ide l in es  issued by the National Housing Bank, 

e s p e c ia l l y  the r e s t r i c t i o n s  placed on accept ing deposits  by the 

HFIs on the resource mobi l isat ion s t ra te g ie s  o f  the HFIs.

While  e f f o r t s  at m o b i l i s a t i o n  o f  small sav ings  have 

borne f r u i t ,  p o t e n t i a l  f o r  a d d i t i o n a l  sav in gs  e x i s t s  in  the 

informal sector  as per studies o f  the Society  for  Development 

Studies and the Report o f  "A l l  India Savings and Deposits Trends 

and Patterns” by the National In s t i tu t e  o f  Bank Management. I t  

is however yet to be seen as to which is  the most e f f i c i e n t  and 

cheaper way o f  resource mobil isat ion. Capita l markets represent 

one end o f  the sophis ticated monetary sector.  Informal savings 

instruments  l i k e  Chit Funds and p e t t y  loans from f r i e n d s ,  

r e l a t i v e s  and money lender represent the other end. In an economy 

l i k e  Ind ia  where c a p i t a l  markets are g e n e r a l l y  t i g h t  and 

regulated,  funds mob i l isa t ion  on any s i gn i f i c a n t  scale  fo r  low 

income housing may not is yet appear a very v ia b le  proposit ion.



However, the banking sector ,  which i s  regula ted by Reserve Bank o f  

India d i r e c t i v e s ,  ensures that about 38 per cent o f  the commercial 

bank depos i ts  are  kept by them under RBI d i r e c t i v e  o f  Statutory 

L iqu id i ty  Rat io  (SLR). With bank deposits  exceeding Rs 1.5 lakh 

c r o r e s ,  38 per  cent  o f  t h i s  would c o m p u l s o r i l y  go in f o r  low 

in teres t  government bonds/debentures under R3I d i r e c t i v e s .  The 

government and the public sector  use th is  is i source o f  th e i r  own 

funding. HUDCO, .I' ich is the main arm o f  m e  government for  low 

income housing f i a n c e  and has c o an i t ted -> : i  nance/const rue t ion 

of  3 m i l l ion  uni  ̂ so fa r ,  has raised Xi ^0.89 crores  through

such government  ̂ iranteed debentures- r.'. and the cooperat ive

sector have scar u t i l i s e d  th is  sourc. With the coming o f

NH3, i t  is f e l t  : -at tapping this  source , u l d  perhaps become  

eas i e r .

Recentl NH3 has launched a new financing scheme c a l l e d  

the Hone Loan At j unt  Scheme (HL.AS) for  mob i l is ing  savings and 

providing loans- J i v e n  i t s  structure, i t  i s  hoped that the scheme  

w i l l  be able to i n t e g r a t e  the poor and the informal sector  wi t h  

formal s e c t o r  f i n . : - ' , :  ing. The m a i n  f e a t u r e s  o f  the Hone L o a n  

Account Scheme are that i t  is  a contractual  savings scheme for a 

minimum period o f  i  years (now. 3 years )  with no age bar, operable 

at any scheduled c -mercial bank in India wit", an in te res t  rate o f  

10 per  c e n t ,  p i . i b l e  q u a r t e r l y ,  h a l f - y  . r l y  o r  In annual 

instalments with Rs 90, Rs 180 or Rs 360 is .liraum respec t iv e ly .  

Tne investments m.:ie i n  scheme would q u a l i f y  under Section 88 o f  

the Income Tax  Act  and would there fore  be t a x  deduct ible.  Under  

Section 5 o f  the W e a l t h  Tax, the accumulated savings with i n t e r e s t  

w i l l  be exempt, subject to the ov e ra l l  c e i l i n g  o f  Rs 5 lakhs. 

There a re  many f i n e r  d e t a i l s  o f  the s c h e me  which n e e d  not  be  

elaborated. However, i t  may be s t a t e d  t h a t  the scheme o f f e r s  a



d i f f e r e n c ia l  In te res t  rate  po l icy  f o r  loans upto Rs 50,000, Rs

50,000 to Rs 1 lakh, Rs 1 lakh to Rs 2 lakhs and Rs 2 lakhs to Rs

3 lakhs (maximum) subject  to the fo l low ing :

a) For b u i l t  up accommodation upto 40 sq. metres or
430 sq. feet  -  4 times the accumulated savings;

b) For b u i l t  up accommodation upto 80 sq. m e t r e s  or
860 sq. feet  -  3 times the accumulated s a v i n g s ;  
and

c) For b u i l t  up accommodation above 80 sq. metres or
860 sq. f ee t  -  2 t ines the accumulated savin;' ; .

The HLAS o f f e r s  a contractual savings with incor. tax

exemption. Table A. I- 1 shows the monthly savings required > get 

a loan a f te r  5 years  and the to ta l  loan plus savings that wc L i  be 

ava i lab le .

I t  would be seen from the tab le  mentioned above t!' t for  

the higher income group, where the s i ze  o f  land is  in C category,  

the loan a v a i l a b i l i t y  i s  low. This would e i the r  induce the higher 

income groups to look for  loans elsewhere or  go in for smaller 

housing. Since, they are un l ike ly  to go in fo r  smaller housing, 

they may not f ind th i s  scheme a l l  that a t t r a c t i v e .  This may be 

compared w i th  the p u b l i c  s e c t o r  banks scheme as in the T i b l e  

A. I .  2.

One major problem with NHB scheme is that there has been 

no attempt at s im p l i f y in g  procedures regarding grant o f  loans. The 

l inkage with the informal sector  at the time o f  loan disbursement 

remains a weak l ink.  For the small man meeting a l l  the fo rm a l i t i es  

required o f  a la rge  in s t i tu t i o n  to obtain a housing loan nay not 

be easy. To that extent th is  scheme has done l i t t l e  to make the 

loan eas i ly  access ib le .



One o f  C h e  Important c h a r a c t e r i s t i c s  o f  C he  Ind ian 

economy s ince  n a t i o n a l i s a t i o n  o f  banks in 1969 has been the 

deepening o f  Che economy. As Che comnerci.il nat ional ised  banks 

were made to go into rural areas under governmental d i r e c t i v e s ,  

one o f  the features vhich emerged was that •_ ere was an increasing 

acceptance  o f  tht; banks as a s o l i d ,  dependable instrument o f  

savings- With 37 00 branches o f  public s- -r banks operat ing in

the country and c :-r 40,000 o f  these in c rural or semi-rural

areas, the bank «i ^sits  have mult ip l ied  s-.- -r.il times- In order 

to penetrate dee r and meet the require cs o f  lower income 

househo lds  an e •. - r iment  in Reg iona l  Rur.il Eanks with  13,350 

branches has be exper imented  with in va r iou s  par ts  o f  the 

country with mix< : resu lts .  They have also mobil ised Rs 2,307

crores with near./ 231 lakh accounts. However, the success o f  

Regional Rural Enks has been l im ited  as a la rge  number o f  them 

have become uneconomic. Of l a t e ,  there has been some decrease in 

the growth o f  the depos i t  mob i l isa t ion  by the banking sector.  This 

is  pa r t ly  due to the fact that the aggregate domestic savings have 

been  s tea d i ly  d e c l in in g ,  desp ite  a record i n c r e a s e  in output in 

1988-89. A lso ,  t - . is  is  p a r t l y  the r e s u l t  o f  some kind o f  a 

tendency in d is in te rmed ia t ion  due to the in. r ? a s e  in the s i z e  o f  

c a p i t a l  markets and p a r t l y  due to the a. i l i a b i l i t y  o f  more 

a t t r a c t i v e  tax savings instruments l ik e  L'T i , NSC, Jeevan Dhara, 

e tc .  However, there is  a pers is tent  e f f o r t  by the government to 

keep up the momentum o f  the o v e r a l l  sav ings  e f f o r t  and h a s  

targeted a savings rate  o f  23. 7 per cent for the current year- 

SLnce bulk o f  the savings are from household sector  with emphasis 

on f inanc ia l  sav ings,  more innovative  measures need to be evolved

to keep the in teres t  o f  households increased consump-



Cion, especia lly  when consumerism is  on Che rise in India. The 

NaCional I n s t i t u t e  o f  Bank Management, in a recent  a l l  In d ia  

survey, has revealed thac Chere are s t i l l  "untapped sectors"  in 

Che economy -  e s p e c ia l l y  the ru ra l, uneducaCed households' sector 

where the banks have not been able to adequately penetrate. This 

study has also shown that  banking habit and bank deposits are 

l a r g e l y  availed o f  by the l i t e r a t e  populaCton (94 per cent for 

urban and 86 per cent f o r  r u r a l ) .  Th is  l e a ves  a very  l a r g e  

segment o f  poten t ia l  depos i tors  outside the banking s/stem- The 

extensive use o f  forms and documents, e t c - ,  has kept a - i y  a large 

population from formal sec tor  f inanc ia l  ins t i tu t ions .  “h is  i t  is 

s u r p r i s in g  that a vas t  m a jo r i t y  o f  bank savers  re e i t h e r  

pro fess ionals  or  se rv ice  workers (85 per cent in urban ind 65 per 

cent  in r u r a l )  whereas l e s s  than 10 per cent are roduct lon  

re la ted  workers. In rura l  areas only 21 per cent o f  Vink savers 

are a g r i cu l tu r is t  and th is  f igure  is  only 8 per cent the North 

East Zone. Youth, which because o f  economic compulsio is engaged 

in some kind o f  work r a th e r  than a t t en d in g  schoo l ,  is a lso  a 

po ten t ia l  saver.

Based on the report  o f  the IBA i t  appears that while the 

spread o f  commercial banks in  rural areas, has been commendable, 

t h e i r  p e n e t r a t i o n  in t o  the rura l  s o c i e t y  has been l im i t e d .  

Further ,  there  is  a c l e a r  l i n e  c u t t i n g  across  the l i n e  o f  

l i t e r a c y .  I t  appears as i f  the i l l i t e r a t e  have apprehensions 

about the banks perhaps due to the i r  I n a b i l i t y  to read or wr i te .  

Innovat ive method: to  a t t r a c t  the uneducated need to be adopted.

Another important i n s t i t u t i o n  f o r  m o b i l i s a t i o n  o f  

savings is  the Post O f f i c e .  The growth o f  Post O f f ices  In India 

has also been quite commendable. From 3 6,000 units in 1950-51, 

th ey  sc ind in 1986-87 at  1 ,44,000 u n i t s  in 1986-87 o f  which



1,28,000 units  were in rura l  areas and 16,000 in urban areas. A l l  

the 1,44,000 Post O f f i c es  provide savings bank serv ices  in the 

form o f  small  s a v in g s ,  P u b l i c  P ro v id en t  Fund and P o s ta l  L i f e  

Insurance. The deposit  mob i l isa t ion  schemes l ik e  CTD and others  

do a t t r a c t  a v e r y  l a r g e  segment o f  s o c i e t y .  The number o f  

depos i tors  has increased from 40,90,000 in 1950-51 to 4,21,96,000 

and deposits  'nave gone up from Rs 1,850 crores in 1950-51 to  Rs 

27,150 crores i-. 1986-87. While bank deposits  stand at a much 

la rge r  amount o ? Rs 1-5 crores ,  the pos t i l  savings at Rs 27,000 

crores  is a lso  ^ry impressive as th is  e r a l l y  represents the 

savings o f  the r ^rer sect ion o f  the popu. :i.on.

Two or -r savings in s t i tu t ion s  w' .-t have penetrated the 

rural sector  a.’ : t h e  poorer sect ions o f  t h e  soc ie ty  are the LIC 

and UTI. The L .  h . i s  made e f f o r t s  to ex ter .d  i t s  group insurance 

schemes to  e o  ionic  a l l y  weaker and v u ln e r a b l e  s e c t i o n s  l i k e  

landless agr ic  .Ltural labourers, IRDP b en e f i c ia r i e s ,  handloom 

weavers, coopera t ive  milk producers, masons, carpenters,  a r t i sans ,  

etc . For the year 1987-88 LIC insured 34.23 lakhs ind iv iduals  for 

the 1st t ime f o r  Rs 8, 555. 65 c r o r e s  as a ga in s t  27.7 lakhs 

ind iv iduals  for  Rs 6,155 c ro res  during the preceding year. New 

business in rural areas covered 18.28 l a k h s  p o l i c i e s  amounting to 

Rs 3,996 c r o r e s  is a ga ins t  14.82 lakhs p o l i c i e s  c o v e r in g  Rs

2,916.04 crores iur ing the preceding year However, even in so 

fa r  as the rural population i s  concerned, it i s  not known as to 

what e x t e n t  LIC has c o v e red  the low i.-.come groups in t h e i r  

ind iv idua l  p o l i c i e s .  The LIC has however, made some break through 

under the Group Insurance  Scheme. Group Insurance ,  which i s  

l a r g e l y  popular in organised sector  transacted business o f  Rs 

13,821.50 crores  during 1987-88 covering 1,16,91,918 l i v e s  as 

a ga in s t  Rs 10,850.50 c r o r e s  in t h e  preced ing  year  c o v e r in g  

95,30,861 l i v e s .  Under th is  scheme > up insurance Scheme for



Landless Agr icu l tura l  Labourers was Introduced with e f f e c t  from 

15th August, 1987 f o r  a uniform cove r  o f  Rs 1,000 per member 

covering an estimated number o f  3 crores members- The premium 

under th i s  scheme i s  paid f o r  by the Government and hence th e i r  i s  

no e lement o f  m o b i l i s a t i o n  o f  sav ings  While  LIC has ye t  to 

penetrate into  rural and urban poor, i t  has made some progress 

through the Group Insurance Scheme. However, from the point o f  

view o f  resource m ob i l i sa t ion ,  indiv idual p o l i c i e s  do have the i r  

place. In t' is connection i t  may be pointed out that LIC has a 

network o f  2,57,959 agents as on 31st March, 1988 out o f  which 

2,39,832 were a c t iv e .  Under Career Agents Scheme during the year 

987-88, 2,032 rural career  tra inees  were or iented bringing th e i r  

number to 4,394. Perhaps, LIC s t i l l  required a great deal o f  

e f f o r t  to put amongst the rura l  and urban poor.

I t  i s  g e n e r a l l y  ag reed  that  th ere  i s  some sav ings  

capac i ty  o f  the poor, both in  rura l  and urban areas. However, due 

to lack o f  appropriate savings and c o l l e c t io n  Instruments, th is  

capac i ty  g en e ra l ly  goes waste o r  goes into informal channels. The 

e x is t in g  savings instruments and c o l l e c t i o n  methods are unable to 

cap th is  savings p o ten t ia l .  While the quantum o f  th is  savings 

po ten t ia l  per ind iv idua l  household may not be much, c o l l e c t i v e l y  

i t  could be f a i r l y  la rge .  New savings instruments aod c o l l e c t i o n  

echanism need to be evolved which w i l l  not involve much formal 

form f i l l i n g  and could be c o l l e c t e d  on a da i ly  or  very frequent 

basis. For example, l o t t e r y  t i c k e t s  o f  the value o f  Re 1/- in 

India s e l l  very  we l l .  The whole economics o f  l o t t e r y  system has 

yet to be proper ly  studied. However, th is  could also be t ied  up 

with the savings instrument and made into an instrument to mop up 

the savings po ten t ia l  o f  the poor.



COLLATERAL ISSUES

The ayth o f  aortgage as a good and su ffic ien t c o l l a t e r a l  

In the Indian le ga l environment: The Indian f inanc ia l  fraaework

c o n s id e r s  m ortgage  f in a n c in g  f o r  housing as one o f  :he best  

c o l l a t e r a l s .  The use o f  E q u i ta b le  or Eng l ish  M<. :^age  i s  

considered a necessary condit ion for  a l l  housing finan . agencies

belonging to the formal sector. However, the l e ga l  .ystem in

India has developed a cumbersome and slow process be ies being

overloaded with cases. As a resu l t ,  a c i v i l  suit for  rec losure

can e a s i l y  ex tend  upto ten years  or  more. The cor. --ration or  

adjournments,  due to a l a r g e  number o f  reasons ,  which would 

normal ly  be r e j e c t e d  in a western  coun try  c o u r t ,  are e a s i l y  

accepted in India. Eesides th i s ,  due to overloading o f  cases,  

dates for  hearings are kept at  long in terva ls .  Besides t h i s ,  the 

ex is t ing  Rent Control Acts also o f f e r  tenants p ro tec t ion ,  and 

forec losure  becomes a major hurdle which no f inanc ia l  in s t i tu t i o n  

can e a s i l y  accept as a simple a l t e rna t i v e  to a bad debt- Generally  

speaking, l e g a l  proceedings are not considered a wise option and 

monitoring o f  long l e g a l  proceedings builds up many costs  making 

these proceedings expensive- In fact mortgage and forec losure  

proceedings are more in the nature o f  a deterrent  and are usual ly  

i n i t i a t e d  to avoid frequent de faults .



Besides mortgage, commercial banks In India a lso  find 

use o f  other c o l l a t e r a l s  equal ly  disappointing as the process o f  

j u s t i c e  i s  f a r  too s low and unremunerat lve f o r  them to take 

recourse to. Apart from the fact that the process is  slow, case 

law has made ce r ta in  precedents which makes foreclosure even more 

d i f f i c u l t .  Since a l l  mortgages must necessari ly  be foreclosed 

through a ju d i c i a l  process, i t  can take anywhere between 8 years 

to 15 years  in o b ta in in g  a f o r e c l o s u r e  decree  and g e t t i n g  i t  

e n fo r c e d .  Th is  long  d e la y  in  i t s e l f  makes a mockery o f  the 

mortgage issue to be considered as a c o l l a t e r a l  o f  any qual ity .  A 

multitude o f  appeals, adjournments problems o f  enforcement and 

conducting the foreclosure sale  are the some major causes for  the 

delay.

There has been some ta lk  on the issue o f  providing an 

a l t e rn a t i v e  to the ex is t ing  lega l  system o f  foreclosure. The 

e x is t in g  Transfer  o f  Property Act, 1882 (as amended upto 1929) 

fo l lows an ancient English Mortgage Law which is  no more relevant 

in the Indian condit ions- I t  needs to be replaced by a modern law 

and a new system to bring about a fast and inexpensive procedure 

to implement a foreclosure decree. A mention at th is  stage may be 

made o f  the powers o f  D i s t r i c t  C o l l e c t o r s  under var ious  Land 

Revenue Acts o f  State governments to c o l l e c t  the "Arrears o f  Land 

Revenue". The D is t r ic t  Co l lectors  were t r a d i t i o n a l l y  invested 

with wide and sweeping powers to c o l l e c t  the land revenue which 

included imprisonment and foreclosure. The Banking Sector has, o f  

l a t e ,  got arrears  o f  bank loans and under Financial Corporation 

Act (63 o f  1951),  the a r r e a r s  o f  such f in a n c ia l  c o r p o r a t i o n s  

r e c o v e r a b l e  as a r r e a r s  o f  land revenu e ' .  This  i s  done by 

requesting the o f f i c i a l  charged with c o l l e c t i o n  o f  arrears o f  land 

revenues to a lso c o l l e c t  th is  debt.



Under the Arrears o f  Land Revenue' the Co l lec to r  o f  a 

D is t r i c t  has wide powers o f  recovery ,  arres t  and foreclosure.  In 

many States bank dues and cooperat ive  dues are now treated  as 

arrears  o f  land revenue and th e re fo r e ,  I t  is presumed that the 

recovery has Improved- I t  I s ,  however, f e l t  that in an atmosphere 

which is  p o l i t i c a l l y  charged and against payment o f  loans, even 

th is  method su f f e rs  as i t  is  subject to pulls  and pressures o f  

grass root p o l i t i c s .  The Cooperative Acts o f  various States do 

provide the i r  own system o f  a r b i t r a t i o n ,  recovery and forec losure  

which bypass the lower courts. However, appeals to High Court is 

p o s s i b l e  and t h i s  can e a s i l y  d e la y  the process .  i t  would, 

perhaps, be b e t te r  i f  an appe l la te  system replacing the High Court 

is  a lso  provided w ith in  the Cooperative Acts.

Some non-legal measures have been suggested to ensure 

b e t t e r  r e c o v e r i e s .  F i r s t ,  t o  a l l o w  reba te  on t im e ly  payment 

rather than penal in t e r e s t  on delayed payment. This psychological 

t o o l  helps quicker recovery. Second, as is done in Tamil Nadu 

under the S ta te  C oope ra t i v e  Act ,  is to pub l ish  the names o f  

d e fau l te rs  in the Newspapers. Third, i s  the issue o f  warrants 

against de fau l te rs  for  recovery  o f  dues as is  done wide Punjab 

Cooperative S o c i e t i e s  Act under Section 67a .

The National Housing Bank has proposed an amendment to 

th e i r  Act to incorporate the se t t ing  up o f  Tribunals for  purposes 

o f  quick d isposal o f  cases o f  de fau l t  o f  housing loans g iven  by it  

or  one o f  i t s  a f f i l i a t e d  ins t i tu t ions -  These Tribunals would 

bypass the Courts and appeal would l i e  only in the Supreme Court 

o f  India. The d ra f t  NHB Act would prov::*? a l t e rn a t i v e  enforcement 

mechanism fo r  s imp le  d e f a u l t s  based on f a i l u r e  to pay an 

instalment when due. Where there has .'a a de fau lt  Section 36C



would permit e l i g i b l e  HFIs to take possession and s e l l  i t  f ree  and 

c l e a r  o f  encumbrances to s a t i s f y  the debt. Section 36G permits 

HFIs to  r e f e r  the matter to the D is t r i c t  Co l lec tor  to c o l l e c t  the 

amount as arrears o f  land revenue. The proposed amendments thus 

a l low :

( i )  Summary possession and sale ;

( i i )  J u d i c i a l  procedure to e n fo r c e  wide range o if
covenants in addition to simple monetary de fau l ts ;
and

( i l l )  Recovery as arrears o f  land revenue.

There has a lso been a proposal by the General Insurance

Corporation o f  India to introduce Mortgage Insurance. However, GIC 

purposes to introduce group mortgage insurance s e l e c t i v e l y  a f t e r  

qua l i fy ing  a Housing Finance In s t i tu t io n  as acceptable. While the 

premium charged would be about 1.5 per c en t ,  the f o r e c l o s u r e  

procedure  appears to  lean  h e a v i l y  on the HFI to  i n i t i a t e  the 

proceedings. Further, the insurance would be only upto 80 per 

cent o f  the default  with the approved housing finance in s t i tu t ion  

bearing 20 per cent share o f  the risk. The foreclosure proceedings 

would be taken up j o i n t l y  with the HFI. Such a proposal,  though 

welcome, is  unlike ly  to a l low the low income groups as e l i g i b l e  as 

t > GIC i s  going to be s t r i c t  in approving HFIs.

Housing Development Finance Corporation Limited (HDFC) a 

proper western model based Housing Finance In s t i tu t io n ,  has on one 

hand, kept the provision for  a proper mortgage in i t s  loan terms, 

i t  has, except In exceptional  cases never had the occasion to 

i n i t i a t e  foreclosure  proceedings against any borrower so far. This 

i ;  so because in I t s  range o f  c o l l a t e r a l s ,  i t  t isures  a smooth



recovery system- This i s  done by provid ing loans only  to  persons 

in formal sector  employment with a f ixed  income. This method has 

obviated a lengthy f o rec lo su re  proceedings which I t  can i l l  a f ford  

both In terms o f  time and money. I t  would be worthwhile mentioning 

at th is  stage that HDFC and i t s  a f f i l i a t e  Gujarat Rural Housing 

Corporation has made attempts to go down the income ladder and 

experiment with group loans to low paid formal sector workers l ik e  

plantation workers. Vith formal sector comprising o f  nearly 30 

m i l l ion  ind iv idua ls  re- resent ing a population o f  165 m i l l i on ,  th is  

coverage const i tu tes  >ut 20.6 per cent o f  the population. This 

popu la t ion  can be r i l y  p ro v ided  with  housing loans without  

proper mortgage. T’ Issue o f  an acceptable  c o l l a t e r a l  to the 

balance, including lana owners, then is the main issue with in the 

Indian system.

The World Bank's S t a f f  Appraisal Report - India for  HDFC

Pro ject  in February, 1988 has also pointed out "Current Mortgage

Law makes fo rec losure  extremely d i f f i c u l t ,  time consuming and 

expensive. The p o t e n t i a l l y  high cost  o f  de fau lt  forces  lenders to 

exact high down payments, which is  a major deterrent to housing 

f inance for  lower-income groups. Mortgage Insurance, i f  supported 

by changes in fo rec losure  laws, may be the best instrument to bear 

and spread the c r e d i t  r i sk .  However, i t  would be e f f e c t i v e  i f  i t  

were market-priced / i ing to the actual r isk  o f  de fau l ts  for

each in s t i tu t i o n  and not coe rc iv e  at a uniform ra te " .

Issues  Concerning Rates o f  In t e re s t ,  Bad Debt Fund and Group 
Collaterals Other Than Mortgage

We have seen that forec losure  proceedings in India are 

cumbersome and time consuming. The National Housing Bank and the 

General Insurance Jo : : rat ion have both proposed tr ibunal  system

to short o i r cu i t  ■ ! :wer courts.  HDFC has also found that i t  is



prudent to g i v e  loans only  to  persons whose Income is  secure and 

can be a t tached .  The In fo rma l  s e c t o r  low income households 

automatica l ly  get  l e f t  out o f  the e x i s t in g  housing f inance system. 

T r a d i t i o n a l l y  in the western  coun try  con tex t  housing f inance  

systems have developed the concept o f  mortgage banking. However, 

with the developing economies a dichotomy o f  a modern organised 

sector  and an informal sector  has come up Further, Ln the rural 

areas, with intense pressures on hnnd, a large army o f  landless 

households have also come up. A lt ho . ,h over 3 m i l l ion  small plots  

are reported to have been d l s t r  Ibuc ; so far  a l l  over the co ry 

to the rural landless,  and a la rge  -.umber o f  slums upgrades no 

back-up mechanism to p rov ide  se ;red loan for  purpose." o f  

upgradation has been made out. In -,1s scenar io,  and as bro_ .t

out e a r l i e r  regarding the f u t i l i t y  foreclosure  proceedings, new

concept o f  acceptable mortgage a; ears an essen t ia l  condit ion 

with in the Indian socio-economic re.. Lty.

In the issue o f  c o l l a t e r a l  o f  new types  f o r  the low 

income groups, i t  may be pointed out that there are many success 

s to r i e s  the World over e s p e c ia l l y  with regard to micro producers 

o f  informal sector. The Grameen Bank o f  Bangladesh is  perhaps the 

most successful story  where over 4,00,000 low-income borrowers ( o f  

which 80 per cent are women) have s u c c e s s f u l l y  borrowed a id 

repaid.  The repayment record is a':out 98 per cent. However, 

there was no secur i ty ,  or  c o l l a t e r a l .  The main reason for timely 

and fu l l  repayment, amongst other reasons, was the formation o f  

groups o f  5 or  6 who applied for i loan and were c o l l e c t i v e l y  

responsible  for  i t s  repayment. For housing loans the pract ice  o f  

depos i t ing  money for some months before  the loan builds up the
★

pract ice  o f  t h r i f t .  According to Robert Mizrahi , an economist at

The Urban Edge, Vol.  13 No. 1, January/ February o.s «



Inter-American Development Bank (IDB) the Importance o f  groups 

fo rm at ion  o f  m lc r o -p rod u ce rs  cannot be undermined from h is  

experience o f  South America. He adds that la r ge r  assoc iat ions o f  

100 or  morel,  which are d i f f i c u l t  to deve lop ,  could have c lou t ,  

when dealing  with government or  other In s t i tu t io n s .  However, the 

importance o f  such groups is  not the c lout that i t  has, but i t s  

c r e d i t  ra t ing  and loan recovery system which aeets  the requirement 

o f  formal sector .  While the Grameen Bank o f  Banglad ■ has small 

groups o f  about 5 persons ,  i t  has c e n t r e s  consist :  1 r,g o f  5-10 

groups. • I t  is these groi: ■; which can become v i a v' ’ units for 

taking loans administering I t ,  and c o l l e c t in g  re Tents from 

small low income households . iere f o r i a l  sector  i n s t : : :ons would

neither f ind i t  economical enter nor poss ib le  t " icover in

default .  These groups ar g enera l ly  g iven  "stepped up c r e d i t " ,  

which reduces the heavy exp--.se o f  checking peoples e r e :  i t  records 

and how they intend to use ;he funds. Further, a micro pr.ducer 

is i n i t i a l l y  g iven a small Loan, which I f  repaid on t i a e ,  permits 

a l a r g e r  loan and so f  :rth. Such p r a c t i c e  is  go ing  on a 

Bangladesh and Dominican Republic. Stepped up c r e d i t  a lso  reduces 

the r i sk  and th e r e f o r e ,  c o l l a t e r a l  Is  not ins is ted  upon. In fac t ,  

the group p re ssu re  becomes the c o l l a t e r a l  because when the 

de fau l ts  are high the group su f f e rs  as loans dry up for “ hem.



INTER-IHSTITUTIONAL FLOW OF FUNDS INTO HOUSING SECTOR

An exerc ise  fo r  years 1980-81 to 1984-85 was carr ied out 

by the National In s t i tu t e  o f  Public Finance and Pol icy  to study 

the net f lows  o f  funds in to  the housing from formal s e c to r  

i n s t i t u t i o  . 3 . Some very  revea l ing  results emerged in regard to 

the r e la t ion sh ip  between gross ins t i tu t iona l  f inance and the net 

funds g o l i u  in to  housing. The f o l l o w in g  summary t a b u la t i o n s  

provide an idea o f  the gross and net flows

Institutional Flows

( In  crore o f  rupees)

To ta l  outstanding housing advances Per Cent

Year Gross
Tc

Net

1980-81 2998 1264 42

1981-82 3644 1689 46

1982-83 5474 2721 50

1983-84 6676 3331 52

1984-85 7180 3 823 53

Note: * These f igu res  have 
in t e r - in s t i tu t i o n a l

been obtained a f t e r  
flows.

n e t t : ng out



From the above t a b l e  we f ind  that  the net funds 

e v e n tu a l l y  f l o w in g  in t o  housing is  about h a l f  o f  the g ro s s  

i n s t i t u t i o n a l  housing advances- Thus i f  we assume that  at  

present the outstanding housing advances from formal sector  is  

around Rs 12,000 c ro res ,  c l e a r l y ,  the net contr ibut ion o f  the 

formal sector is about Rs 6,000 crores. Thus in any exerc ise  in 

regard  to working out the funds f low  from va r iou s  f i n a n c i a l  

in s t i tu t ion s ,  th is  aspect must be kept in mind. To th is  extent,  

various estimates o f  in s t i tu t i o n a l  funds envisaged in the plan 

period need to be modif ied.

Another exerc ise  re la ted  to working out the average cost 

o f  in s t i tu t io n a l  funds. Our computation show th is  to be a l i t t l e  

o v e r  10 per  cent  per  annum. I f  we assume the market r a t e  o f  

in teres t  to be around 16 per cent per annum, an in te res t  subsidy 

o f  6 per cent per annua is indicated. I f  we take only  the net 

outstanding advances for  housing, which say at present is Rs 6,000 

crores ,  then the in teres t  subsidy works out to be c lose to Rs 3o0 

crores  per annum.

In the context  o f  housing finance for the poor these 

ca lcu la t ions  can be quite  in s t ru c t i v e ,  in the sense whether a 

po l i c y  o f  i  cerest subsidy is  d es i rab le ,  and i f  yes the extent to 

which t h i s  can be p r a c t i c e d .  Our own t e n t a t i v e  v iews  on the  

matter are that i f  housing funds are advanced at market or  c lose  - 

to market rates o f  in t e r e s t ,  one can use the funds so saved for  

meeting the requirements o f  low income households -  e i th e r  through 

d i r e c t  house c o n s t r u c t i o n ,  or through development o f  

in f ras truc ture ,  e v en tua l ly  leading increase in the supply o f  

deve loped  land ,  or  e l s e  b u i ld in g  a f inance  agency for  the

housing needs o f  the LIG/EWS housi '



TABLE A. 1.1 

HLAS Sa?lng> Scheae Monthly Instalment*

Savings per Approximately Loan ava i lab le Accumulate i
month savings a f t e r  5 fo r  a, b & c savings (wich
( rupees) years ( inc lud ing type o f  cons interest  plus

in t e r e s t ) t ruct ion loan

30 2,300 4 a 9,200 11, ' 0
3 b 6,900 9, - ' 0
2 c 4,600 6, .0

50 3,900 a 15,600 19, ;0
b 11,700 15, ;o
c 7,800 1 1 , :oo

100 7,700 a 30,800 38, 500
b 23,100 30 ,S00
c 15,400 2 3 ,100

500 3 8,600 a 1,54,400 1,93,000
b 1,15,800 1,54,4GC
c 77,200 1,15,800

1000 77,200 a 3,08,800 3,86,000
b 2,31,600 3,08,800
c 1,54,400 2,31,600

2000 1,54,500 a 6,18,000 7,72,500
b 4,63, 500 6,18,000
c 3,09,000 4,63,500

Note: ( a ) ,  ( b) & ( c )  r e f e r  to s ize  o f  b u i l t  up accommodation as
given at page 120.



TABUS A. I . 2 

Loan Teraa o f  NHB, Banka and HUDCO

Public Sector Banks. HLAS HUDCO

Percentage
personal
contr ibut ion

In te res t
rate

Loan
interest

1. For SC/ST :o 
Rs 5,000

20 per cent 4 10. 5 5% to 
14%

2. SC/ST betv- 
Rs 5,000-20,J00 
and for  a l l  
upto Rs 20,0 JO

20 per cent 12. 5 10. 5

3. Between Rs 20,000- 
Rs 50,000

25 per cent 13. 5 10- 5

4. Between Rs 50,000- 
Rs 1 lakh

30 per cent 14. 0 12. 0

5. Between Rs 1 lakh- 
Rs 2 lakhs

35 per cent 15. 0 13. 5

6. Between Rs 2 lakhs- 
Rs 3 lakhs

35 per cent 16. 0 14. 5



CASK STUDIES

6.1 Introduction

Chapter I I I  presented a broad p r o f i l e  o f  the urban poor 

In terms o f  th e i r  Income, consumption, asset status, indebtedness 

and savings providing us with some basic idea about th e i r  savings 

po ten t ia l  and a f f o r d a b i l i t y  leve ls *  However, th is  d escr ip t ion  did 

not g i v e  us enough c lues  as to how these households met the ir  

sh e l t e r  requirements. To f i l l  th is  gap, th is  chapter I s  devoted 

t o  documenting some o f  the  p r i n c i p a l  e xpe r ien ces  o f  s h e l t e r  

programmes having bearing on Issues in f inancing she l te r  needs o f  

the poor To begin with i t  may be pointed out that there is  

hardly  any systematic study ava i lab le  on the working o f  informal 

housing in India. A number o f  studies r e la t ing  to small pockets 

are however ava i lab le ,  but no c r i t i c a l  evaluat ion o f  these i s  

a va i lab le .  Moreover, t h e i r  focus has been mostly on costs  o f  

construct ion and upgradation. Besides such studies, when under

taken , would be beset with some d i f f i c u l t  conceptual problems. One 

such d i f f i c u l t y  i s  imputing the value o f  bui lding mater ia ls  which 

are  not paid fo r  These build ing mater ia ls  are e i th e r  c o l l e c ted  

from s i t e s  where construction is  under way or mud and stones ly ing  

around. Also a la rge  part o f  labour input consists  o f  own labour 

whose market price i s  d i f f i c u l t  to impute. Further, even f inanc ia l  

input i s  not always easy to  estimate since own current earnings



const i tu te  an important component o f  housing f inance -  part o f  I t  

i s  o f  course being used for  repayment o f  short-term bridge  loans 

taken from fr iends  and r e la t i v e s

Another  problem I s  the d i f f i c u l t ,  in  I d e n t i f y i n g  

programmes which are aimed at f inancing the housing for  the poor 

through the formal f inanc ia l  system in the country. There are, 

however, schemes in i t i a t e d  by the government for  providing housing 

loans  to  the poor  and o ther  e c o n o m ic a l l y  and s o c i a l l y  

disadvantaged groups la r g e ly  as const i tu t iona l  o b l i g a t io n  and to 

b r ing  about some e q u i t y  in  the p r o v i s i o n  o f  hous ing .  These 

schemes are operated e i the r  through the State Housing Boards or 

through commercial banks. Many o f  these scheaes are o f  suspect 

success. Outside the government, there are c e r ta in  voluntary 

agencies which have t r i ed  to cater  on a l im ited  to housing needs 

o f  low income households. I t  i s  d i f f i c u l t  to say much about the 

r e p l i c a b i l i t y  p o s s i b i l i t i e s  o f  these experiments p a r t l y  because o f  

the fact that these experiments have not grown. Some idea about 

the working o f  these programmes is  however l i k e l y  to provide us 

with insights into  the problems which housing f inance agencies 

would be c o n f r o n t e d  w i th  in p ro v id in g  f in a n ces  to  the poor. 

B r i e f l y ,  these concern not merely th e i r  low earnings people, but 

a l s o  the u n ce r ta in  nature  o f  e a rn in g s  both in  terms o f  i t s  

magnitude and time pattern. Providing c o l l a t e r a l  secu r i ty  i s  yet 

another major problem. Many a t imes, i t  is  d i f f i c u l t  to ascerta in  

the correct  addresses o f  the l i k e l y  b en e f i c ia r i e s .  Therefore  to 

overcome these problems ways have been devised to deal with these 

problems. One so lut ion has been to deal with these through the 

cooperat ives  SEWA experiment in th is  context  needs a mention. 

Th is  has been d iscu ssed  in d e t a i l .  Also where the NGOs have 

a lready been working in slums/squatter sett lements , i t  has been 

possible  to sort out chese problems to an extent,  although no



f i n a n c i a l  I n s t i t u t i o n  I s  w i l l i n g  to  advance loans  without 

financial guarantees to the poor, In d iv idu a l ly .  The NGOs are

c l e a r l y  not in  a pos i t ion  to furnish such f in an c ia l  guarantees- I t  

would be in t e r e s t in g  to c i t e  the experience o f  the Delhi Catholic 

A rch d iocese  (DCA) in f inan c ing  the housing o f  the low income 

groups. Chit Funds, Nidhis and Vishis  are the other in s t i tu t ion s  

through which housing ope ra t ion s  a re  f in a n ced ,  but these  are 

g en e ra l l y  confined to persons who have regular incomes, and who 

would deposit  or par t ic ipa te  regu lar ly  in deposit mobi l isat ion 

operations.  For example, a mere 10 per cent to 12 per cent o f  the 

funds o f  the Nidhis were used for  housing loans-

We f i r s t  d e sc r ib e  in d e t a i l  how a l a r g e  housing 

development agency l i k e  the HUDCO is  f inancing the housing o f  the 

e c o n o m ic a l l y  weaker s e c t ion s  o f  the s o c i e t y  through the Apex 

Housing Finance Cooperatives/State Housing Boards and the primary 

cooperat ives .  Then we describe the work o f  the SEWA, DCA and 

Nidhis. This is  fol lowed by a b r i e f  d esc r ip t ion  o f  some non- 

foraa l  f inancing ins t i tu t ions .  An ou t l ine  o f  the s t ra tegy  being 

adopted by a newly launched programme ca l l e d  Punervaas i s  provided 

to demonstrate the l i k e l y  strength o f  a multi-purpose cooperat ive  

in con tr ibut ing  to she l ter  finance fo r  the low and middle income 

groups. A number o f  In terest ing  experiments at innovative  housing 

f inance are being carr ied  out in a number o f  deve loping countries. 

Because o f  t h e i r  relevance to India,  we provide the f ind ings o f  

such experiments f o r  two countr ies. Indonesia and Bangladesh



6. 2 Case Study o f  Financial Systea Linking Apex Cooperative with 
Prlaary Cooperatives and with Financing Institutions l ik e ,  
LIC, HUDCO and HDFC

As has been mentioned e a r l i e r ,  the e x i s t i n g  formal 

housing f inance system in India provides barely  15 per cent o f  the 

f inances required for  housing- While the State Housing Author i t ie s  

have made some e f f o r t  at providing housing to LIHs, s p e c ia l l y  with 

the help o f  HUDCO loans, the resu l t ing  outcome o f  these e f f o r t s  

have had l im i t e d  success from the v iew  point  o f  consumer 

sa; is  fact Ion- The capacic j f  organised pr ivate  sector  bui lders  

f  r mass housing fo r  middl;  and low income groups has not been 

Z ^ted^. This perhaps ar .  j out o f  a convic t ion  that the main 

c ; i v e  o f  pr ivate  s ec to r  builders  i s  p r o f i t  alone.

The only  mass scale  innovat ive  c red i t  system id e n t i f i e d  

in Ind ia  which not on ly  p ro v id e s  c r e d i t  but a lso  encourages  

c i l  1 e c t i v e / s e  1 f - h e l p  c o n s t r u c t i o n  a c t i v i t i e s ,  w i th  p eop le s  

pa r t ic ipa t ion  i s  the cooperat ive  movement. At present i t  has 0.7 

Q i l l i o n  houses to  i t s  c r ed i t  and another 0.7 m i l l ion  units  under 

construction.

The coopera t ive  housing c f e d i t  movement is  a three t i e r  

structure with Financing Agencies at the top and primary s o c i e t i e s  

at the bottom (See Diagraa 1). The State l e v e l  Apex HousingI
Finance C oo p e ra t i v e s  are not on ly  f u l l  f l edged  f i n a n c i a l  

in s t i tu t i o n s  but are a lso cooperat ives  owned by th e i r  primary 

housing cooperat ives .  While they seek funds from National  Level  

F in a n c ia l  I n s t i t u t i o n s  some o f  them are  a ls o  r a i s i n g  funds 

d i r e c t l y  from the market through debentures  and d e p o s i t  

mob i l isa t ion  from i t s  oaabers
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The National C o o p e ra t i v e  Housing F ed e ra t ion  i s  a 

federat ion o f  the State Level Apex S o c i e t i e s  and functions as a 

watch dog. It does not par t ic ipa te  in the actual funding process- 

All States o f  India have th e i r  respec t ive  Cooperative Soc ie t ies  

Acts. Most o f  the Acts except with minor v a r ia t io n s  are iden t ica l  

in nature.  The main f e a tu r e s  o f  the Acts  are chat about 10 

persons can together  _jrm a housing cooperat ive  wfr^h then becomes 

a l e ga l  en t i t y  and can purchase and mortgage i . e ts ,  and Cake 

loans. The Reg is t ra r  Cooperacive S o c ie t i e s  ; i l l  p o v e r f u l  

regulatory person and he is  considered to be f r i  : p h i l o s o p h e r

and guide o f  the cooperat ive  movement- The Re' ~ r a r  r e g i s t e r s

the soc ie ty ,  issues d i r e c t i v e s ,  supersedes the t i g e n e n t  ; nd i s  

empowered to l i q u i d a t e  the soc ie ty  i n  case Che s . a t i o n  inds. 

S ign i f i can t  aspect o f  the cooperative  structure cerns recovery 

and foreclosure procedures. The Cooperat ive Act r o v i d e s  i t s  own 

l e g a l  process  o f  a r b i t r a t i o n ,  r e c o v e r y  and fo ^ c l o s u r e -  The 

powers o f  arrest  are a lso provided for  with the r  o v e r y  o f f i c e r s .  

Therefore ,  the cooperat ive  struct r e  can bypass che t a r d y  l e g a l  

process being fol lowed in India at Che lower Cour:s.

This chree t i e r  structure has many advantages over any

other housing f inance system. At the top l e v e l  the f inancing

agen c ie s  dea l  on ly  w i th  the S ta te  l e v e l  i n s t i t u t i o n s  and are  

th ere fo re ,  not dea l ing  d i r e c t l y  at  r e t a i l  l e v e l .  Insofar  as th e i r  

funds are concerned, Che problem o f  recovery  i :  only with Che 

Scace l e v e l  insCiCuCion- The f inanc ia l  in s t i tu t ion s  which f inance 

the cooperative  housing sector  only  as a marginal a c t i v i t y ,  do not 

usually  f inance the primaries d i r e c t l y  s ince th is  o . ica i ls  recovery  

l i a b i l i t y  from them. ( In  many ca s e s ,  however , the f i n a n c i a l  

i n s t i t u t i o n s  have in the past f inanced  d i r e c t l y  the primary 

c ^ e r a t i v e s  and cont inue  to do so even at p ro s en t ) .  I t  i s .



th e re fo r e ,  g en e ra l l y  f e l t ,  e s p e c ia l l y  by the LIC, that d i rec t  

lending to primaries would not be in the best In teres t  o f  the 

f inanc ia l  In s t i tu t io n s .  Lending d i r e c t l y  to Apex Soc ie t i e s  is  

pre ferred by f in a n c ia l  in s t i tu t i o n s  as Apex can invoke cooperative  

Act f o r  expedit ions recovery  in  case o f  de fau l ts  by the primaries. 

C lear ly ,  the f inan c ia l  in s t i tu t ion s  are at a disadvantage since 

they have to take recourse to Courts which en ta i l s  long delays. 

Indeed HUDCO i n i t i a l l y  funded the primary cooperat ives d i r e c t l y  

but soon rea l ised  the l i k e l y  l e ga l  oroblems in dealing d i r e c t l y  

with primaries. As a resu l t  i t  started f inancing through the Apex. 

As on 30th June, 1988 out o f  near ly  200 cooperatives which jC0 

f inanced ( inc lud ing  some in  rura l a r . a s ) ,  nearly  Rs 62 crores  :>ut 

o f  Rs 120 crores were disbursed thraugh the State Level  Hou- r.g 

Finance Apex Cooperatives.

Commercial and C o o p e r a t i v e  Banks have a l s o  been

f in a n c in g  c o o p e r a t i v e s .  In s o fa r  as c o o p e r a t i v e  banks are 

concerned ,  i t  i s  p o s s i b l e  f o r  them to f inance  d i r e c t l y  the

p r im ar ie s  as they  can take recourse  to the C oopera t ive  Act

structure fo r  recovery. However, Comnercial Banks face the same 

dilemma as HUDCO. In Maharashtra, Gujarat, Goa, Orissa and Tamil 

Nadu, Banks have provided Rs 86.55 crores upto 30.6.1988.

R e a l i s i n g  the growing  shor tage  o f  housing in  ru ra l  

areas, the coopera t ive  housing structure has decided to enter  the 

rura l  areas also. Already about 1000 Primary Cooperatives are

working in the rural areas- The State o f  Tamil Nadu i s  leading in

th is  respect with a standard house o f  200 sq. feet  at a c e i l in g

cost  o f  Rs 8,000. 50 per cent o f  th is  comes as a loan and Rs 2,000

as a grant from the State  governments and the balance Rs 2,000 is

b e n e f i c i a r i e s '  contr ibut ion.  So far  2,48,950 houses have been 

constructed under Tamil Nadu Rural Housing Scheme.



In the o v e r a l l  context the coopera t ives ,  HUDCO & HDFC 

have the f o l l o w i n g  com pos i t ion  o f  housing based on income 

c r i t e r i a :

Cooperative H U D C O  H D F C

LIG & EWS 59 per cent 89 per cent 45 per cent o f  dwel
l in g  units f inaneec

MIG 38 per cent ) fo r  people hav ir.,:
) 11 r>er cent per month household

HIG 3 per cent )  income below Rs 200'

Tota l  dwel l ing  0 7  m i l l ion  3 04 0.25 m i l l i on
units constructed m i l l ion

One o f  the important f e a tu r e s  o f  the c o o p e r a t i v  - 

s t ru c tu r e  i s  i t s  a b i l i t y  to  reach low er  income groups and t 

recover  loans more e f f i c i e n t l y  through group e f f o r t .  While HEX J 

f inances lower income group households (mostly  around the l e v e l  >f 

median income) hav ing  e s t a b l i s h e d  r e g u la r  f low  o f  incone 

( g en e ra l l y  through th e i r  employer), HUDCO finances a l l  but only 

under a Government or  Bank Guarantee which i t  f requent ly  enforces.  

The cooperat ive  s tructure in contrast provides f inances without 

the above two c o n d i t i o n s  and con sequ en t ly  ab le  to reach the 

informal sector  b e t t e r .  The group r e s p o n s ib i l i t y  which i t  can 

build up to recover  loans has important impl ication in the Indian 

context.



The cooperat ive  structure a lso o f f e r s  cer ta in  f a c i l i t i e s  

l i k e  Group Insurance which covers  repayment o f  the balance in case 

o f  premature death, and a general insurance cover to provide r isk 

a ga in s t  f i r e ,  f l o o d ,  and o ther  na tu ra l  c a l a m i t i e s .  The 

coopera t ive  structure also o f f e r s  development o f  per iphera l/a l l  ied 

a c t i v i t i e s  including loans to members for small businesses and 

se t t ing  up o f  cooperat ive  consumer shops etc- Further, there is 

a mandatory audit o f  accounts to be car r ied  out by the Regis trar 

o f  Cooperative S oc ie t ies  to ensure th.it the ir  accounts are in 

order.

6.3 Case Studies: Comunity-Based Housing Finance Systeas : Role
of NGO

We now present two case studies r e la t in g  to f inancing of
I

s h e l t e r  o f  low income households ,  one o f  SEWA in which 

se lf-employed women have been organise !  into a cooperat ive ,  and 

the other o f  DCA, operating in a low income settlement. A common 

f e a tu r e  in the two s tu d ie s  i s  the part p layed by the NGOs in 

success fu l ly  implementing she lter  finance schemes.

6.3.1 SEWA Bank: Under the guidance o f  Ms. Ela Bhat, a women's

trade union ca l l ed  Self-Employed Women's Assoc iation (SEWA) was 

reg is te red  at Ahmedabad in 1972 with the purpose o f  improving the 

l i v i n g  condit ions o f  poor women workers in the unorganised sector. 

By May, 1974 a separa te  c o o p e r a t i v e  bank was r e g i s t e r e d  in 

Ahmedabad c a l l e d  Shri Mahila Sewa Sahkari Bank with i n i t i a l  

membership o f  4,000 women and present Tienbership o f  about 11,000 

(1987-88). The main features o f  SEWA Bank are as fo l lows:

1- The membership o f  the bank is  open only  to poor women on
payment o f  Rs 10 as share c a p i t a l ;



The purpose was to  he lp  women become f i n a n c i a l l y  
independent and s tar t  th e i r  own economic a c t i v i t y ;  and

3. The Bank proposed to cut out a l o t  o f  r ed - t a p e  and
procedures  to he lp  I l l i t e r a t e  women g e t  small l oa n s  
without d i f f i c u l t y .  In view o f  the fact  that many women 
could not even sign th e i r  names, t h e i r  photographs are 
used fo r  id en t i f i c a t io n .

6 .3 .1 .1  The Ob jec t ives  o f  SEWA Baak a re :

i )  Providing f a c i l i t i e s  fo r  savings a c f ixed deposits
accounts ,  thus i n c u l c a t in g  t h r i f t  in women, 
managing the ir  savings and ensuring safe custody o f  
cash the women rece ive  as loans;

i i )  P r o v id in g  c r e d i t  to fu r th e r  a p r o d uc t i v e ,  
economic and income generat ing a - i v l t i e s  o f  the 
poor and self-employed;

i i i )  Extending technical and manageme: - assistance in
production, storage,  processing, d -signing and sale  
o f  goods and serv ices ;

i v )  Providing f a c i l i t i e s  to rescue th e i r  j e w e l l e r y  from
pawn brokers and the money lenders ;  and

v )  Adopting procedures and designing scheaes su itab le
to s e l f - e m p lo y ed  women l i k e  c o l l e c t i n g  d a i l y  
s a v in g s  from t h e i r  p la c e  o f  bus iness  o r  home o r  
p r o v id in g  sav ings  boxes and g i v i n g  t r a i n i n g  in  
banking procedures.

SEWA a l s o  p ro v id e s  l e g a l  and p r o d u c t i v i t y  t r a i n i n g ,  

ed u ca t ion ,  m a t e r n i t y ,  p r o t e c t i o n ,  s o c i a l  s e c u r i t y  and c reche  

fac i l  i t i e s .

From 1974-75 to 1987-88 the number o f  shareholders went 

up from 6,000 to  11,000, and depositors from 6,000 to 23,000. The 

depos i ts  rose from Rs 2.43 lakhs to Rs 112.33 lakhs and p ro f i t s  

from Rs 30,000 to Rs 3.7 lakhs. SEWA Bank has an o f f i c e  s t a f f  o f



22 besides f i e l d  s t a f f  which helps m ob i l is ing  savings and open new 

accounts. I t  s tar ted  a unique system o f  i d e n t i f i c a t i o n  card with 

a photograph o f  the aenber and account number wr i t ten and not the 

signature as Is  usual l a  the banking system. I n i t i a l l y  loans were 

made by SEWA a f t e r  talcing money from nat ional ised  banks. However, 

s ince  1976 SEWA has been able to bu i ld  up i t s  own corpus o f  

depos i ts  and is  now ab le  to meet the loan ob l iga t ions  out o f  i t s  

deposits . Loans are g en era l ly  advanced at 12 per cent to 16.5 per 

cent per annum with repayment in 36 monthly instalments- There Ls 

c lose superv is ion with f i e l d  s t a f f  v i s i t i n g  borrowers regu lar ly  :o 

remind them o f  th e i r  repayment ob l iga t ions .

The resu l t  o f  SEWA lending p o l i c i e s  has been that  i t  las 

broken the v i c i o u s  c i r c l e  o f  indeb tedness  and dependence on 

middlemen and t r a d e rs .  I t  has a ls o  p ro v ided  the much nee ied  

in frastructure  to serve the poor women.

6 .3 .1 .2  Housing:  Upto 1987-88 SEWA Bank had lent about Rs 75

lakhs for  housing re la ted  purpose to about 1,085 b ene f ic ia r ie s .  

This was almost 41 per cent o f  the t o t a l  loan disbursements by Che 

bank. Of the loans fo r  housing about 50 per cent were for  

u pgrada t ion  (T a b l e s  6.1 and 6 - 2 ) .  The upgrada t ion  r e l a t e s  Co 

changes in the structure,  addition o f  rooms, addit ion o f  serv ices  

and rooms fo r  house based production. House purchase loans are 

g iven for  both outr ight  purchase as w e l l  as bridge c ap i ta l .  An 

in teres t ing  feature worth mentioning is  that the loans are also 

g iven to pay back p r iva te  debts on housing.

6.3. 1.3 M or tg a ge :  Un l ike  o th e r  housing r e l a t e d  loa n s ,  SEWA

loans are g en e ra l l y  not based on property mortgage. I t  is  also 

important to emphasise that the bank does not worry about property 

d e t a i l s  in terms o f  I t s  l e g a l i t y  as long as there i s  a house. This



suggests channelis ing f inanc ia l  ass is tance without l e g a l  ownership 

o r  lease  fo r  the concerned property as forec losure  proceedings, 

e s p e c ia l l y  in case o f  poor would be extremely  d i f f i c u l t  in Indian 

s i tuat ion .  Housing loans are g iven on guarantees by at  l eas t  2 

persons (having regular and secured jobs )  and j e w e l l e r y  i s  a lso  

accepted as a c o l l a t e r a l .  The j e w e l l e r y  i s  kept with the bank. 

The bank o f f i c i a l s  f e e l  that i t  Is not v e ry  d i f f i c u l t  fo r  the

applicants  to f ind c o l l a t e r a l  or  guarantors. The emphasis i s ,  

however on the po ten t ia l  repayment c a . ' i c i t y  o f  the borrower.

One o f  the features o f  hou-Lng loans by SEWA Bank ,, 

that since i t  is a lready in the n o r . I  banking business o f  : ? 

same group o f  p eop le ,  i t  i s  sone at e a s i e r  to a ssess  t

background o f  the a p p l i c a n t .  Thi _s a l s o  r e f l e c t e d  in tne

r e l a t i v e l y  good record o f  loan reco. ry which i s  around 90 per

cent f o r  housing. In fact o f  the to t  ;, overdues, only  20 per cent 

i s  for  housing loans.

The major  d i f f e r e n c e s  from c o n v e n t i o n a l  f in a n c e ,  

e s p e c i a l l y  housing f inance,  in s t i tu t i o n s  r e l a t e  to the rapport 

that the s t a f f  has with the low ip.coce groups. The bank a lso 

provides add i t iona l  support serv ices  to make the c r e d i t  v iab le .  

Th is  in c lu d e s  a s s i s t a n c e  in f i l l i n g  the forms,  o b t a in in g  the 

required documents, support in h i r ing  p ro fess iona l  serv ices  when, 

necessary as w e l l  as help to  assess the r ight  amount. Importantly 

the costs  o f  these serv ices  are covered in the in t e r e s t  charges 

and are not subsidized at a l l  which keeps the en t i r e  operation 

e c o n o m ic a l l y  v i a b l e  and p r o f i t a b l e .  Tab le  6.3 b r in gs  out an 

in te res t ing  comparison o f  the public sector  banks with SEWA Bank. 

This c l e a r l y  demonstrates the superior  performance o f  SEWA Bank 

not only  at  user l e v e l  but a lso  in terms o f  var ious r a t i o s  Like 

p r o f i t  to d e p o s i t ,  p r o f i t  to  loan ,  e t c .  I t  a lso  shows how i



c o o p e r a t i v e  bank f o r  the poor on ly  can a ls o  run even more 

e f f i c i e n t l y  than a normal schedule  1>ank with a l l  i t s  

In f ras t ruc tu re  and In s t i tu t io n a l  support.

I t  i s  in te r e s t in g  to note that SEWA was set up i n i t i a l l y  

as a l e n d in g  i n s t i t u t i o n  f o r  small works and not f o r  housing 

loans. I t  had thus tes ted  the cred i t-worth iness  o f  i t s  members. 

T h is  however r a i s e s  the qu es t ion  whether  we should go in fo r  

d i r e c t  housing loans or in the f i r s t  instance go in for  loans for 

economic a c t i v i t y  as the l a t t e r  creates the capacity for  

repayment. SEWA Bank has done away witt1 red-tape and cumbersome 

paper work. The procedural s impl i f ica i ' .on  has made the scheme 

more access ib le  to the i l l i t e r a t e ,  poorer sect ions o f  the soc iety .

SEWA experiment brings out c l e i r l y  the advantages o f  a 

t h r i f t  and c r ed i t  movement as an imports :t  input into the housing 

movement f o r  the poor. I t  underlines the need for  inculcating the 

habi t  o f  regular savings on a daily/weekly basis keeping in mind 

the low magnitude and i r regu la r  nature o f  earnings- Such a step 

w i l l  also help in build ing up a story  c o l l e c t i o n  system. Another 

u s e fu l  l e s s o n  f o r  emu la t ion  i s  the use o f  photographs o f  the 

benef  ic i a r i e s .

6 .3 .2  Delh i  Catholic  Archldloceace (DCA): The e f f o r t s  made by

publ ic  f inance agencies to generate resources ( f in a n c ia l  human and 

te c h n ica l )  to provide enough she l te r  to low income people, have 

more o f t en  than not resulted in e i th e r  a f f o r d a b i l i t y  or i n s u f f i 

c ien t  units  syndrome. I t ' s  r o le  In the p ro l i f e r a t i o n  o f  informal 

housing opt ions ,  v i z . ,  slums and squatter  settlements, is yet to 

penetrate  and make an impact. In such a scenario, the person

a l i s e d  presence and dynamic approach o f  NGOs i s  l ik e  a breath o f  

fresh a i r .



Delhi Catholic Archld iocesce (DCA), a r eg is te red  body 

under Soc ie t ies  Reg is t ra t ion  Act was established in 1959. I t s  

a r ea  o f  work com pr ises  the Union T e r r i t o r y  o f  Delhi and the 

d i s t r i c t s  o f  Gurgaon, Faridabad, Mahendragarh, Rohtak and Sonepat 

o f  Haryana State. The Memorandum o f  Associat ion o f  DCA covers  a 

gamut o f  s p i r i t u a l ,  r e l i g i o u s ,  moral,  s o c i a l ,  c u l t u r a l ,  

educational and developmental ob jec t ives -  I t ' s  organ for soc ia l  

s e rv i c e  i s  now knou- is  'DJP' (Development, Justice and Peace).

I n i t i a l l y  ~.JP bu i l t  72 tenements des t i tu te  fam i l ies

and leprosy patier. in Dakshinpuri, Madang; ind New Seemapuri in 

D e lh i .  I t  a l s o  fc . c 98 houses f o r  those o could repay the 

i n t e r e s t - f r e e  loar . n the above-mentioned f . :c two co lon ies  and 

Khanda V i l l a g e  i Sonepat which was h i t  by a f l o o d .  I t  was 

however a f t e r  197 rloods that DJP entered the f i e ld  o f  housing 

f inance and constr - ted  529 houses with two th irds  o f  the cost as 

in t e r e s t  f ree  l o ; a r i d  the rest as grant upto a maximum o f  Rs 

1,000 in J a h a n g i r p u r 1, t o t a l l i n g  Rs 3,000. So f a r  DJP has 

achieved 67 per cent recovery and the same is  ploughed back into 

o ther  housing schemes. I t  is  with th is  l a t t e r  scheme, the present 

case study i s  concerned with.

Funding for  the second phase o f  housing, which includes 

both Jahangirpuri a r.d Nandnagri i s  mostly thr h the repayment o f  

loans taken e a r l i e r .  In 1986, f o r e ign  c o n t r i u t i o n  to the extent 

o f  Rs 1,84,000 was received. As on 31.7. lv89 under the second 

phase 126 a p p l i c a n t s  were p rov ided  with  loans  w i th  the t o t a l  

investment  amounting to Rs 11.28 lakhs. Tab le  6.4 g i v e s  the  

n e c e s sa ry  d e t a i l s  ibout the number o f  loans and the amount 

disbursed.



The applicants before g e t t in g  the loan must s a t i s f y  the 

e l i g i b i l i t y  conditions. An applicant is  e l i g i b l e  only  i f  his/her 

( a )  Per capita  income is  less than Rs 350 ( e a r l i e r  i t  was Rs 200 

but r e v i s e d  the f i g u r e  in 1987-88). Tab le  6.5 g i v e s  a c l e a r  

p icture o f  the appl icants per capita  income range; (b ) He or she 

does not own any house anywhere (exc luding a Jhuggi/Jhopadi); and 

( c )  He/she owns l e g a l l y  (p lo t  papers necessary) a p lot o f  land. 

Condition ( c )  is  not necessary i f  the a p p l i c io t  wants to purchase 

a house and not construct i t -  I f  the applio-.;it has migrated froni 

other parts o f  India ( e spe c ia l l y  from home ;owns) where he is a 

part owner in an ancestral house, he is el : i b l e  for  loan. In 

other words, Table 6.5 shows that more t h : 35 per cent o f  the 

applicants  have a aonthly per capita inco: o f  Rs 125 or more

( l e s s  than Rs 350, being the upper l im i t  o f  L i g i b i l i t y ) .

Once an applicant s a t i s f i e s  the e l i g i b i l i t y  c r i t e r i a ,  

he/she i s  g iven an appl icat ion form to be coapleted and submitted 

to the DJP o f f i c e .  The d e ta i l s  o f  the fora are v e r b a l l y  v e r i f i e d  

with the applicant and i f  s a t i s f i e d ,  a Field O f f i c e r  i s  deputed to 

ca r ry  out physical v e r i f i c a t i o n .  This includes v e r i f y in g  the 

number o f  family members, meeting the neighbours and g en era l ly  

en q u i r in g  about the a p p l i c a n t ' s  s t a t u s ,  income, r e l i a b i l i t y ,  

papers ( i n  case o f  c o n s t ru c t i o n  loan )  and g e t t i n g  a g en e ra l  

understanding o f  the app l ican t 's  background. A f te r  the v e r i f i c a 

t i o n s  are o v e r ,  loans are g iven  upto a maximum o f  Rs 12,000 

( r e v is ed  in 1983 from Rs 5,000 in 1982, and co Rs 10,000 and again 

in 1989 to Rs 12,000) though the actual loan amount d i f f e r s  in 

each case  and depends on repay ing  c a p a c i t y ,  past s a v in g s  and 

bui ld ing  mater ia ls  on hand ( i n  case o f  construction o f  the house). 

A necessary q u a l i f i c a t io n  i s  that neither  the construct ion nor 

the house purchase loan should exceed Rs 35,000 ( i n i t i a l l y



stipulated at Rs 25,000). The remaining amount o f  money, i . e . ,  

when cost i s  more than the DJP loan, then the rest is to be met 

from other sources.

To a va i l  the DJP loan, two guarantors are required to

guarantee  the amount in case o f  d e f a u l t .  A word about the

guaran to rs .  The guaran to rs  a re  u s u a l l y  from among the DJP 

be-nef ic iar  ies and hence no d i f f e r e n t  from the applicants e i th e r  

i ' : .ome-wise o r  s ta t  us-w i j . Th is  i s  im p e ra t i v e  s in ce  i t  is  

i : f i c u l t  to get people o: ;aiae f inanc ia l  and soc ia l  standing to

a: - as guarantors to pers< in the lower income group. In case 

o permanent workers, ider. r i ca t ion  cards and also rat ion  cards

a :• checked. However, the^ * i l  to be foo lp roo f  methods.

I n i t i a l l y  the loans were made in one bulk instalment o f  

e ;her Rs 5,000, Rs 7,500 or Rs 10,000 as the case may be. But 

t .is proved to be a wrong p o l i c y  since some loan amount was e i th e r  

i - . l l i s e d  p a r t l y  or spent away on other uses. Thus from 1984 the 

loans are g iven  in two equal instalments for  house construct ion ,  

-.nd in one lump sum fo r  the purchase o f  house. Before re leas ing  

the loan, the loanee i s  required to open a Bank Account ( i f  he 

does not a lready have one) and the amount o f  instalment is  paid 

into the account. In some extreme cases,  however, when a loanee 

cannot open an account, the loan amount is  paid through a bearer 

cheque. However, before  g i v i  ; the loan, the plot papers o f  the 

loanee are kept in the ousted/ j f  DJP u n t i l  loan amount is  repaid. 

In case o f  house purchase, i t  i s  the ownership documents which are 

kept in custody.



The loan is  given at 4 per cent rate o f  in teres t  which 

may be Increased to  12 per cent in case o f  pers istent de fau l ts  in 

repayment. An agreement containing terms and condit ions o f  loan, 

i t s  repayment procedure and the a c t i o n  prescr ibed  in case  o f  

de fau l t  are signed by both loaner and loanee Necessary a f f i d a v i t s  

are a lso  furn ished .  The loans are re leased  in two equal 

instalments, and the f i e ld  o f f i c e r s  aake personal v i s i t s  a f t e r  

the re lease o f  each instalment to ensure that the construct ion has 

a c tua l ly  been carr ied  out The repayment o f  loan in instalments 

o f  Rs 125 per month, s ta r ts  a f t e r  the house has been bu i l t .  Going 

by the norms, a loanee is  supposed to return the amount in 100 

instalments, including the 4 per cent interest  rate. But th is  is 

not a s tr ingent ru le ,  and i t  depends on the loanee 's  physical and 

f inanc ia l  condit ion as also on the amount o f  loan taken. For 

instance the loans taken in 1982 (Rs 5,000) are yet to be repaid. 

The loanee is  supposed to deposit loan instalment in DJP o f f i c e ,  

but for  the convenience o f  loanees the DJP f i e ld  s t a f f  goes from 

door to door to c o l l e c t  the instalments once every week or  month. 

We found that because o f  frequent de fau l ts ,  the f i e ld  v i s i t s  by

the s t a f f  become an expensive proposit ion. Consequently, i t  has 

now been made o b l i g a to ry  on the part o f  loanee to deposit loan

instalment in the DJP o f f i c e  i t s e l f .  We also found that many

lo a n ees  accumulate in s ta lm en ts  and repay the amount in bulk

(perhaps because o f  e r r a t i c  earnings) .  Repayment pattern, however, 

shows no par t icu la r  trend. Only in the case o f  loanees whose 

repayment instalments are deducted from th e i r  sa la r i e s ,  is  the 

instalment regular  and o f  the right amount.



Defaulters  in housing scheme are not pr imarily  repayment 

de fau l te rs .  In actual pract ice  the stage i s  set much e a r l i e r ,  

commencing with the al lotment o f  loan. In the i n i t i a l  stages

i . e . , in 1982, when the pro ject had just started and DJP was s t i l l  

in teeth ing stage loans were given for  housing but some o f  the 

loanees did not construct any house, and instead u t i l i s e d  the loan 

for  other purposes- The loanees continued to l i v e  in rented 

houses. Interest ir . ;? iv , they are repaying the loans. Two such 

cases were recorded ;• the f i e ld  worker For example a person 

took a loan o f  Rs ,,000 in October ,  1983 for  c o n s t r u c t i o n  

irpcses but s t i l l  - es in a rented house. He s t i l l  owns Rs 

7,0-:4 + i n t e r e s t ,  ' i u l t e d  from May to October,  1986, and 

repayment is i r regu la r .  There are other s imilar cases. Further 

soae o f  the loanees h 3,e constructed the house, but have sold i t  

to other persons, despite  the fact that documents o f  ownership 

( o r i g i n a l )  are s t i l l  with the DJP. Four such cases have been 

recorded. The most in teres t ing  is  o f  a person who took a loan o f  

Rs 10,000 in August, 1985, made no repayment (not even a s ing le  

insta lment) and owes DJP Rs 12,326.45 + interest as on 1. 1. 1988. 

This persons is  a l leged  to have sold the house f i v e  times. The 

f in a l  act was that the person disappeared.

There are ma:.y other in te res t ing  instances o f  de fau l t  in 

repayment o f  loans- . :eed a l l  the 126 loanees have de faulted  at 

some stage or the otb~r, whether the de fault  is  one month or  one 

year.

Except in a tew cases where a len ient  view i s  taken, 

de fau l ts  in repayment are taken ser ious ly .  I f  a loanee does not 

pay consecut ive ly  fo r  2 to 3 months, a reminder is sent- In case 

o f  non-compliance r'o- '.other 2 to 3 months, another reminder with



s te rn  language is  sent. Before sending a l e ga l  not ice ,  a f ina l  

l e t t e r  o f  warning is  sent. Table 6.6 g ives  an ind icat ion  o f  the 

number o f  loanees who were sent such reminders- This tab le  ls ,  

however, misleading in the sense that i t  does not g ive  a true 

p ic ture  o f  the defaulters- There are cases where no reminders 

have been sent because the DJP o f f i c i a l s  f e l t  that e i ther  the 

physical or the f inancial condit ion o f  the loanees was such that 

no user\J. purpose would be served. We may c i t e  the instance o f  

a d e fa u l t e r  loanee who contracted tuberculosis  against whoa no 

l e ga l  : : ion was taken. S im i lar ly ,  there are instances where DJP

was cor inced o f  the weak f inanc ia l  pos i t ion  o f  the loanees, and

d e s p i t e  cont inued d e f a u l t s ,  no l e g a l  was taken aga ins t  them. 

In t e r e s t in g ly ,  there are cases where de fau l te r  loanees were taken 

to Court, and despite the ve rd ic t  in favour o f  DJP, no action was 

taken against them, mainly because the DJP la t e r  got convinced o f  

the f inan c ia l  trouble that these loanees were in. Of the 126 

loanees,  on ly  12 loanees have so far repaid the loan, closed the 

accounts and taken back th e i r  ownership documents (See Table 6.7) .

To understand the housing scheme o f  DJP i t  is essent ia l

to have some knowledge and background o f  the kind o f  people to

whoa these loans are given. Coming from lower income group with 

per cap i ta  income o f  less  than Rs 200 per month, these loanees are 

mainly r.:kshaw pu l le rs ,  peons, maid servants, tea shop owners 

fac tory  vorkers, casual labourers, d r i v e r s ,  cooks, gardeners, 

c a r p e n t e r s ,  sweepers ,  mechanics and the l i k e  w ith  o n ly  a few 

having permanent jobs. These are e i th e r  t y p i s t s ,  junior  c lerks ,  

f i t t e r s ,  e l e c t r i c i a n s  and other sk i l l ed  workers. S im i la r ly  only a 

handful have a permanent source o f  income. To make things worse, 

most loanees have more than 2 chi ldren.  Besides they loanees have 

e i th e r  parents or  brothers and s i s t e r s  staying with them- With 

l a r ; e  r m i l i e s  to maintain and no source o f  regular incc .e ,  i t  is



d i f f i c u l t  fo r  then to save every  month and repay with u n fa i l ing  

r egu la r i t y .  Moreover, m a jor i ty  o f  them are migrants from other 

S t a t e s  and the p laces  o f  t h e i r  o r i g i n  reads l i k e  a n a t i o n a l  

in teg ra t ion  chart!  Of the 126 loanees, 31 ha i l  from Delhi i t s e l f  

while  the rest 91 are migrants h a i l in g  from d i f f e r en t  States l ik e  

Bihar, Karnataka, Andhra Pradesh, West Bengal, Uttar Pradesh, 

Haryana, Punjab, Kerala, Himachal Pradesh, Madhya Pradesh , Tamil 

Nadu and Maharashtra. Having caae to Delhi in search f a job, 

they are more l ik e  noiaads sh i f t in g  froa one place to : .other in 

search o f  l i v e l ih oo d .  With no proper base or assets - speak of 

and l i v i n g  in Jhugg i s/J <o pad is  . g i v i n g  loans and e .  a c t in g  i 

regular  repayment patter:, would have been disastrou without, 

proper understanding o f  th e i r  system and needs.

DJP which has taken up th i s  l i a b i l i t y  o f  g i v i  , loans is 

however enthusiastic  about i t s  e f f o r t s -  They do no. expect a 

hundred per cent return,  nor do they expect the loan t be repaid 

in regular  instalments for  the savings pattern o f  thes^ 1 . .:iees is  

f am i l ia r  to DJP o f f i c i a l s .  As long as the loanees ire serious 

about repayment o f  loan amount DJP o f f i c i a l s  seem to be :ontent 

As we point out e a r l i e r  no unpleasant action is  taker, against 

those who are phys ica l ly  and f in a n c ia l l y  unable to repay me loans 

in s t ipu lated  pattern. DJP o f f i c i a l ' s  work o f  housing scheme is  

c o o rd in a t e d  with  o th e r  schemes l i k e  Balwadi c e n t r e s ,  a d u l t  

educa t ion ,  s a n i t a r y  and h ea l th  c e n t r e s  and spread o f  morals 

through s t r e e t  p lays  and songs. S ince  i t  is  an in t e g r a t e d  

approach, the scheme has achieved success, which periiaps would 

have been otherwise not poss ib le .  Moreover, DJP has Learnt i t s  

lessons. I n i t i a l l y  the loans were g iven  without any ins is tence on 

photograrhs and without a thorough scrut iny  o f  the applicant.  Now 

however, DJP in s i s t s  on the applicants  photographs and has become



str ingen t  in g iv ing  loans. DJP o f f i c i a l s  agree that they have now 

become more ca re fu l  about checking the d e ta i l s  be fore  disbursing 

the loans.

The scheme which has ach ieved  success and which i s  

growing s tead i ly ,  i s  however more r e l i g i o n  based. A de l ica te  

i s s u e ,  which the DJP o f f i c i a l s  deny, i s  the f a c t  that  i t  Is 

p a r t i a l  to the c a th o l i c  Christ ians than to other re l ig ious  sects. 

Of the 126 applicants ,  i . e . ,  98 are Christians, 26 Hindus and : wo 

Muslims. Since the scheme is  not widely public used only pec pie 

who go to Church come to know about i t ,  s ince announcements of he 

scheme and i t s  e l i g i b i l i t y  c o n d i t ion s  are made in v a r i  as 

churches.  M oreover ,  a Par ish  P r i e s t  has to  c e r t i f y  l o a n - j s 

character ,  before the loan i s  disbursed. A heartening th i r  is 

however, the fact that the loans made to Hindus and Muslims ere 

mostly made in the l a t e r  period,  by which time news had rea; led 

these people through the word o f  mouth Perhaps the segregation 

i s  not intent ional  or d e l ib e ra te  but as the choice o f  venue o f  

announcements is  d e c i s i v e  the scheme has not yet had a very  far 

reaching impact.

6.3.3 Ocher Cases o f  Non-Fonaal Housing Finance Institutions: In

th is  concluding sect ion we c i t e  some in teres t ing  experiences o f  

non-formal housing f inance ins t i tu t ions .  These examples are taken 

from unpublished studies by Dr. (Mrs.)  Meera Mehta and Professor 

Dinesh Mehta.



6 .3 .3 .1  “V ISHIS"  o f  Ahaedabad: The term " V i s h i "  in l o c a l

language, re fe rs  to an eat ing  place f requent ly  used by s in g le

males.  I t  i s  surmised th a t  the f i n a n c i a l  o p e r a t i o n s  e v o l v e d  

h i s t o r i c a l l y  to ca te r  to the demand for  f inances from such c l i e n t  

group. Today, the t r a d i t i o n a l  'V i s h i s '  are probably non-ex is ten t ,  

but the f inanc ia l  arrangements are wide spread in the c i t y .  The 

V i s h i s  are  o r g a n is ed  on the bas is  o f  g eo g rap h ic  l o c a t i o n s ,  

community or e th n ic  background or at the p lace  o f  work. The 

V ishis  have i a ember ship o f  10 to 300 members (30-50 is quite  

common). Th-* .stalments, i . e . ,  contr ibut ion o f  members vary from 

Rs 25 to Rs . ; a month.

The .^sh is '  prime function is to provide " loans" to i t s  

members. So each month's  t o t a l  c o n t r i b u t i o n s  plus i n t e r e s t

payments on past loans is  a va i la b le  as a loan to the members-

There are two p reva len t  mode o f  g r a n t in g  loans to 

members. The more common mode in Ahmedabad is o f  "auct ion ing"  o f

loan (akin to the ch i t  funds in Southern Ind ia ) .  The "rese rve "

bid is 12 per cent per annum interest  and repayment period is 6 

months to 18 months (depending upon the number o f  members). The 

auctioning usually  marks up the in teres ts  to about 24 per cent per 

annum.

Tie . -̂-cond mode r e la te s  to a f ixed interest  payment o f  

12 per cent p«?r annum and the loan is  granted through l o t t e r y  or 

on f irst-corae f i r s t  served basis- Such a mode is prevalent only 

amongst the v i sh is  formed at places o f  work, where the members 

have known e.ich other fo r  a long time.



The v ish is  are managed by a person, who has had some 

experience in deal ing with money. In the second/mode o f  v i s h i ,  

the manager has the f i r s t  option at the loan without payment o f  

in te r e s t .  In the f i r s t  mode, the v i s h i  operat ions '  Managers have 

been known to take "remuneration" to ensure that a l l  the loans are 

repaid in time.

Loans  f o r  H o u s in g :  I t  i s  e x t r e m e ly  d i f f i c u l t  to ob ta in

in fo rm a t io n  on housing loans as the v i s h i s  do not c c r .p i l e

information on the purpose o f  loans. Informal discussions su.-est

that about one-fourth o f  the loans are probably used for ho’ ing.

As the amounts are small, these loans supplement other f i ~ i c e s
2that  may have been raised by the member for  housing .

6 .3 .3 .2  R e g i s t e r e d  C r e d i t  S o c i e t i e s :  In most -a rge

organisat ions ,  employing 500 or  more workers, a c red i t  soc ie ty  is 

run by the employees. Any worker employed by the organisat ion is 

e l i g i b l e  to become a member o f  the c r e d i t  s o c i e t y  ( o r  c r e d i t  

union) on a monthly payment.

The o r g a n i s a t i o n  enab les  o p e r a t i o n s  o f  the c r e d i t  

s o c i e t y  through deduct ions  o f  monthly c o n t r ib u t io n s  and Loan 

amounts from the s a la r y  b i l l s  o f  the  employer  f o r  the c r e d i t  

soc ie ty .  The c red i t  s o c i e t i e s  are managed by elected represen

t a t i v e s  o f  the members-

6 .3 .3 .3  A Credit  Soc ie ty  in  a T e x t i l e  M i l l :  The cred i t  soc ie ty

has about 1,000 members, a l l  o f  whom are employed by the t e x t i l e  

m i l l .  Each member pays Rs 40 per month towards membership o f  the 

c r ed i t  soc iety .  Once a member accumulates Rs 1,500 in deposit he 

i s  e n t i t l e d  to draw upon a maximum loan o f  Rs 4 500 A loan



appl icant needs two guarantors who must a lso  be members o f  the 

same soc ie ty .  The loan has be repaid In 18 instalments along with 

an in teres t  o f  12 per cent per annum on outstanding loans. The 

member must continue to pay the monthly subscr ipt ion o f  Rs 40 

during the loan period.  The in teres ts  on depos i ts ,  (about 6 per 

cent per annum) and the income from In teres t  on loans is  shared 

amongst the member each year. This Is In proportion o f  the next 

deposits  with the c red i t  soc iety .

While a m a jor i ty  o f  loans were pr im ar i ly  f o r  consia, on 

expenses (purchase o f  a TV, Vehic le ,  e t c . )  or  marriages Ln : oe 

family , a t  least  o n e - f i f t h  o f  the loans were be l ieved  to have -.en 

taken for housing re la ted  purposes. This was e i th e r  for  :n.. ig 

down payments for  new housing pro jec ts ,  or  fo r  repairs/exte  . jn 

o f  e x is t in g  housing stock.

6 .3 .3 .4  A C o o p e r a t i v e  Housing S o c i e t y  I n v o l v e d  in Housing 

F inance:  In Ahmedabad, a housing soc ie ty  o f  l o v e r  middle i  xie

group households was organised through genuine e f f o r t s  o f  a f-e- 

ind iv iduals .  I t  was not promoted by any builder/developer .

This s o c ie ty  has 42 members- Most o f  the members ;re 

t e x t i l e  m i l l  workers. The i n i t i a l  house type was a s ing le  s torey  

structure o f  about 60 sq- metre tenement. The housing cooperat ive  

s oc ie ty  had mobil ised resources through (a )  ren ta ls  from 6 shops 

along the main road ( b) one-hal f  per cent rebate g iven  by the Apex 

Body GCHFS for  prompt repayment o f  loan instalments and ( c )  f ine 

co l l e c t ed  from members who make la te  payments o f  instalments-



This  housing soc ie ty  had nearly Rs 1,00,000 with i t  in

the l a t e  seventies.  A c o l l e c t i v e  decis ion was taken to provide

upgradation loan to the members which would enable them to build 

one/two rooms on the second storey.  A maximum loan o f  Rs 15,000 

was made a va i lab le  at 9 per cent rate o f  in teres t  The loan had 

to be repaid in 48 equal monthly instalments. A member, who was 

not in arrears o f  h is  regular  housing loan repayment to the GCHFS, 

and who had not bu i l t  the upper f l oo r ,  was e l i g i b l e  for the loan.

Out o f  to ta l  42 members 30 members have been provided

loans in the past decade. The average loan amount is  about Rs

12 , 000.

Post  S c r i p t :  Such housing f inance assistance is  g en e ra l ly  not

provided by other housing cooperat ive  s oc ie t ie s  in Ahmedabad. This 

s o c i e t y  was a lso  warned by the Reg is t rar  o f  Cooperative Soc ie t i e s ,  

s t a t i n g  that  p r o v i s i o n  o f  housing f inance was not w i th in  the 

purview o f  the Cooperative Housing Society. The housing finance 

by th is  Cooperative Society has been discontinued at present. The 

remaining members, who require f inances, are hopeful that the 

GCHFS o f f i c i a l s  w i l l  intervene and that the o r ig in a l  arrangements 

w i l l  continue.

6 . 3 . 4  Sunning Up: A c a r e f u l  perusa l  o f  r e s u l t s  o f  some o f

var ious case studies described above c l e a r l y  brings out some o f  

the problems which a re  l i k e l y  to  be encountered in p ro v id in g  

housing f inance  for  the low and middle income households 

e s p e c ia l l y  the ones which do not have stable income flows- Before 

enumerating these problems, i t  may be mentioned that i t  is  not 

merely the f inanc ia l  in s t i tu t ion s  which encounter d i f f i c u l t i e s  in 

providing housing loans to the poorer s-ections o f  the soc ie ty ,  but



these sect ions themselves have major problems In deal ing with the 

housing finance in s t i tu t ion s  In nego t ia t ing  loans and in th e i r  

repayment.

From the v iew  po in t  o f  t a r g e t  end -users  th ere  are 

problems connected with various fo rm a l i t i e s  involved in obtaining 

housing loan. These re la te  to providing guarantees usually in the 

form o f  c o l l a t e r a l s .  C l e a r l y  g i v en  t h e i r  low incomes a nd the 

nature o f  th e i r  occupations i t  is  d i f f i c u l t  fo r  them even to find 

guarantors who would agree to stand as personal suret ies. Further 

g iven  the uncertain and i r regu la r  nature o f  income f lows, i t  is 

d i f f i c u l t  fo r  most households to repay the loan instalments as per 

the terms o f  the lending in s t i tu t ion s ,  unless these repayment 

terms are made f l e x i b l e  enough. Indeed one or two episodes in the 

fami ly  such as disease or  marriage or  long periods o f  unemployment 

are s u f f i c i e n t  reasons to c r ip p le  the family  both phys ica l ly  and 

f in a n c ia l l y .  This underl ines the need for  devis ing  more f l e x i b l e  

repayment terns. Also, occupations l i k e  ag r icu l ture  where incoaes 

are o f  a seasonal nature, bulk repayment schedule to match with 

the income stream is  to be devised . Also since these households 

seldom have bank accounts, the repayment o f  loan amount at remote 

places In cash sometimes becomes d i f f i c u l t ,  and hence door to door 

c o l l e c t i o n  at regular in te rva ls  co inc id ing  with th e i r  income flows 

would immensely help these households to repay th e i r  loans in 

t ime. There is  yet another problem which is  re la ted  to tenure- 

Most f inanc ia l  in s t i tu t ion s  ins is t  upon providing housing loans 

on ly  when the households are able  to g i v e  p roo f  o f  lega l  ownership 

o f  land on which c o n s t ru c t i o n  i s  proposed.  Th e re fo re  some 

I n n o v a t i v e  approaches in p r o v id in g  loans ag a in s t  low q u a l i t y  

tenure such as occupant r igh ts ,  e t c . ,  should be adopted.



From the v iew point o f  f inan c ia l  in s t i tu t ion s ,  there are 

some inherent problems which they have to  overcome before they can 

e f f e c t i v e l y  par t ic ipa te  in f inancing sh e l t e r  f o r  the poor. Most 

f inanc iers  are conservative in providing loans and would there fore  

f i r s t  l i k e  to ensure that the loans would be f u l l y  recovered. The 

f i r s t  requirement is the c red i t  worthiness o f  the borrowers. In 

th is  case, most target  households lack c r e d i t  worthiness. Also 

i n s i s t e n c e  upon p ro v id in g  c o l l a t e r a l  \ould keep most poor 

households out o f  the f o m a l  f inanc ia l  systc-n. These ins t i tu t ions  

also need to ensure the repayment capac i ty  f borrowers. This, as 

we saw, is  not always an easy task,  and as mentioned e a r l i e r  any 

major episode in the family can adversel a f f e c t  the repayment 

capacity .  In case f inanc ia l  in s t i tu t ion s  re serious in helping 

the poor with housing loa n s ,  they  may have to accept movable 

property  l i k e  j ew e l le ry ,  o r  occupancy r ight  s as c o l l a t e r a l  instead 

o f  the conventional mortgage based loans. They w i l l  also have to 

devise  a more f l e x ib l e  schedule fo r  repaytnrit- Further they should 

attempt a sens i t ive  matching o f  repayment capac i ty  with the nature 

and costs o f  upgradation needed- F in a l l y ,  s ince most loans are o f  

small magnitude, the costs  o f  r e c o l l e c t in g  the loan instalments 

works out to be substant ia l ,  and hence ways should be devised so 

that the burden o f  loan recovery  i s  not with the indiv idual  but 

with the community so that ind iv idua l  loan de fau l ts  are cushioned. 

A lso when the f i n a n c i a l  i n s t i t u t i o n  d ea ls  with  the community 

r e p r e s e n t a t i v e ,  i t  i s  easy  t o  put p ressu re  on the d e f a u l t i n g  

households.



6.3 .5  Punervaas: In order Co overcome some o f  these l im ita t ions

connected wich housing funds for  Che poor, an experiment i s  being 

cr ied  ouC in Delhi by an informal group o f  o f f i c i a l s ,  academics 

and NGOs so ChaC a model can be provided for  upgradation o f  slums 

and other low qu a l i t y  seCtlemenCs. This group ca l l ed  Punervaas' 

has kept the o b j e c t i v e  o f  promoting small community b a s e d  

f i n a n c i a l  i n s t i t u t i o n s  to  supplement incomes and improve t 

habitat .  The modus operandi is  to Locate a slum c lus te r ,  find

good and w i l l in g  NGO who may have worked in the sane area,

then get  the Slum Deparcment o f  the Delhi Development Authority : 

make a l i s t  o f  the permanent res idents o f  the slum with the he'. 

o f  NGO a f t e r  de le t ing  the names o f  absentee owners. Once the LI 

o f  res idents  is  f ina l i s ed  by the NGO and the Slum Department 

the res idents ,  the households o f  the c lus te r  are organised by t 

NGO with assistance from the Reg is t rar  o f  Cooperative Soc ie t ie  

into  a multi-purpose cooperat ive  soc ie ty .  This g ives  the clust 

a l e ga l  status to take up issues with government and other bod: 

as w e l l  as procure loans. In the formation o f  the cooperative  t . ,

spec ia l features are kept in view. F i r s t ,  i s  to make a woman :

the household as member o f  the c o o p e r a t i v e  f o l low ed  by h e r  

husband as a jo in t  member. This is  so because i t  is f e l t  that 

women are bet ter  at repayment o f  loans and retent ion o f  property 

( i n  many e a r l i e r  cases men have sold o f f  t h e i r  property ).  Second, 

the model byelaws framed by Punervaas provide for  nomination o: 

members by the Reg is t rar  including the President. I t  i s  propose: 

that the President would be nominated by the Regis trar  along wit -  

a represen ta t ive  each o f  the Slum Wing and Reg is t rar  Cooperatives- 

One more person could be nominated by the Reg is trar .



The Punervaas group would, in  th is  manner, invo lve  more 

and more NGOs fo r  organis ing slum c lus te rs  in the c i t y .  Normally, 

one NGO need not work in  more than one or two c lusters-  I t  Is 

fur ther  proposed to keep the s i z e  o f  the cooperat ive  to about 300 

members. Once the cooperat ives  are formed, i t  would be the ir  

endeavour to achieve slum improvement/upgradation through the slum 

department under various schemes l ik e  Environment Improvement 

Scheme or Urban Basic Service Scheme. This would invo lve  s l igh t  

d i s l o c a t i o n  as a f resh  l a y  out w i l l  be necessa ry  w i th  proper  

s t r e e t s  and lanes. The s l - i  department w i l l  provide them with 

puc:a paths, drainage, s t r ee .  l i g h ts ,  low cost t o i l e t s  and baths 

wit '1, indiv idual  p lo ts  o f  abouc 12 sq. metres. The cooperative  so 

fc raed would simultaneously seek, besides f inancing, tenur ia l 

r i gh ts  as and when possible from the government or at least seek 

o c c u p a t io n  r i g h t  t i l l  a l t e r n a t i v e  land is  p ro v ided  in the 

periphery o f  the town when the whole soc ie ty  would sh i f t  enmass. 

The cooperat ive  would also seek loan from financing ins t i tu t ion s  

based on mortgage o f  th e i r  tenancy/ occupation and w i l l  also seek 

snai l  business loans. Since land allotment e i th e r  in the form o f  

tenure or occupancy r ight  w i l l  be g iven to the cooperat ive ,  the 

ind iv idua l  w i l l  necessar i ly  seek loans though the cooperat ive .  The 

cooperat ive  w i l l  have to  gear i t s e l f  up on issues o f  recovery by 

evo lv ing  an e f f i c i e n t  recovery system. Further, the r o le  o f  NGO 

in  recovery and book keeping w i l l  be c ruc ia l  for  the success o f  

the soc ie ty .  NGOs pa r t i c ipa t ion  in the cooperat ive  becomes v i t a l ,  

e s p e c i a l l y  in the f i r s t  few years.

I t  Is a lso  proposed that each cooperat ive  so formed w i l l  

go in for  encouraging entrepreneurship by arranging small business 

loans, and could a lso go in for  cer ta in  group a c t i v i t i e s  l i k e  a 

Group Insurance against repayment o f  loan on premature death, f i r e



and accident policy, arrange pay phone in the cooperative o f f ic e  

or run consumer store, dispensary or a technical training course. 

Issues like adult education, family planning and hygiene, e tc .,  

could also be taken up through such cooperatives.

Punervaas as a concept  b r in g s  t o g e t h e r  the r e l e v a n t  

government departments, academics and NGOs on a continuing basis. 

As more and more N'GOs j o in ,  there w i l l  be an increase in the f i e ld  

a c t i v i t y .  The Punervaas Committee would meet frequently  to sort 

out a l l  issues so that each cooperat ive  so forned, could continue 

in i t s  task o f  not only bui ld ing  i t s  hab i ta t ,  but also helping i t s  

ind iv idual  member family  improve upon i t s  income.

Punervaas novement in Delhi has a lready started working 

at s ix  slum s i t e s  and the process o f  r e g i s t r a t i o n  o f  cooperat ives  

i s  we l l  under way. As o f  now nearly 4,000 households are involved 

and expectations are high. At one s i t e  the e x i s t in g  slum has been 

demolished and new construction as per a proper layout has been 

f in a l i s ed  and p lo ts  a l l o t t e d  to ind iv idua l  members. They are 

constructing th e i r  own housing without any loan so far. I t  has 

a lso been revealed that when a proper layout is  made, i t  not only  

improves the drainage, s t r ee t  l i g h t in g  e t c . ,  but with 12 sq. metre 

o f  p lo t  per household, i t  a c tu a l l y  saves land for  the owner from 

the ex is t in g  haphazard spread.

Punervaas a l s o  proposes to  i n i t i a t e  measures f o r  

promoting the habit o f  t h r i f t  through theiie cooperatives.  In 

order to achieve th is  a strong co l l ec  t ion/rec overy system interna l  

to the cooperat ive  shal l  be developed which w i l l  be t a i l o r e d  to 

the capac ity/needs o f  the neraber households.



We now p r o v id e  two major e x p e r i e n c e s  in in n o va t i v e  

housing f inance  schemes being experimented in Indones ia  and 

Bangladesh.

6. 3. 6. 1 In d o n es ia :  Indon es ia  has exper imented  « . : h va r ious

forms o f  d e l i v e r y  systems for  housing f inance  for the pocr. 

However, the informal sector  in Indonesia is  a lso  a graving sector 

which is unable to use the funds from the formal sector  due to the 

forma l  s e c t o r ' s  r i g i d  requ irements  o f  mortgage ind other  

documentat ion.  The a v a i l a b l e  housing f inance  i .  t h e r e f o r e  

r es t r i c t ed  to middle-income and high income househo.ds. These 

sectors  o f  the economy are able to a va i l  from Bank Tabungan Nagara 

(BTN) a 20 years subsidised home mortgage loan. The low incoae 

househo lds ,  however ,  do not r e q u i r e  l a r g e  l o a r i  with long 

repayment schedules. According to a study by Dunhan, Marbun and 

Kang^ o f  the Urban In s t i tu t e ,  Washington a t y p ica l  household is 

w i l l i n g  to devote 20 per cent o f  income to loan repayment and th is  

would enable many households to convert a small semi-permanent 

house to permanent status with more pr ivacy  and security .  However, 

the low-incc-ne households are unable to p rov ide  the type o f  

documentation which the formal sector  in s t i tu t ion s  require. I t  

has been noticed in Indonesia that while formal c o l l a t e r a l  is  the 

best form o f  secu r i ty ,  as in other countr ies ,  in  the case o f  real 

es ta te  i t  i s  ve ry  d i f f i c u l t  and c o s t l y  to fo rec lose  on property, 

so that even the formal c o l l a t e r a l  at best remains more for  lega l  

s a t i s f a c t i o n  o f  the bankers than an ac tu a l  cushion aga ins t  

de fau l t .  Formal c o l l a t e r a l s  th ere fo re  need not necessar i ly  be the 

only form o f  secur i ty  f o r  low income groups. Non-real estate  

c o l l a t e r a l  l ik e  peer pressure from known assoc iates  or guarantors.



borrowing groups or  c i r c l e s  o r  graduated loan systems, in teres t  

a d d i t i o n s  can be good a l t e r n a t i v e s  to a formal c o l l a t e r a l .  

Indonesia has four types o f  e x i s t in g  In s t i tu t io n s :

( i )  BRI Unit Kotas -  2652 units  supplemented by 1100 
v i l l a g e  ports ex is t .  They ra ise  depos its  and have 
standardised savings accounts provided through a 
nunber o f  State owned banking in s t i tu t ion s  and 
serv ice  low income indiv iduals  through i t s  unit 
desa system;

Jrban Bank Pasars: These banks tend to spec ia l i se  
on short term loans to petty  traders  and charge
about 42 per cent interest  per annum;

( : .  Urban Credit Badams l ik e  BKKs ( o r i g i n a l l y  Jara):
BKKs are  owned by p r o v i n c i a l  or  v i l l a g e  
governments and serv ice  low income ind iv iduals  in 
rural and urban areas. Each branch has many sub- 
branches in remote v i l l a g e s .  These ins t i tu t ion s  
g i v e  small  loans without any c o l l a t e r a l  and a 
maturity per iod  upto a year. The rate  o f  in teres t  
charged by them ranges between 30-130 per cent per 
annum and f o r  sub-branches i t  goes up further to 
192 per cent per annum. These in s t i tu t ion s  have 
v e ry  s u c c e s s f u l l y  employed graduated  loan
repayment system where borrowers  with  good 
repayment r eco rd  are s u c c e s s i v e l y  a l l o w ed  to 
borrow la r g e s t  loan assets. These ins t i tu t ion s  
have managed to keep the loan arrears  rate low to 
about 5 per cent o f  the outstanding loans; and

( i' The coopera t ives  provide an a l t e r n a t i v e  to r e t a i l
l e v e l  in s t i tu t i o n .  Multi  purpose cooperat ives
are o r g a n is e d  around common o c c u p a t io n a l  or 
r e s id en t ia l  theme that l inks i t s  membership. The 
c o o p e r a t i v e s  keep t h e i r  i n t e r e s t  r a t e s  low, 
c h i e f l y  through compulsory savings but i.hen often 
f ind themselves short o f  funds.



Credit Unions tend to l in k  employees o f  a s ingle  firm

although community c red i t  unions do ex is t .  Most employee c red i t  

unions deduct loan repayment instalment from member's pay checks 

Cooperatives are located In both urban and rura l areas and most

appear to se rv ice  members o f  our target  group.

The Indonesian system there fore  provides us with four

a l t e r n a t i v e  ins t i tu t ions  for  d e l i v e r y  o: o red i t  and housing 

to low income group.

The Indonesian experiments i l ink ing  th e i r  formal 

informal f inancia l  in s t i tu t ion s  are 11 in a nascent stage 

However, they have considered the is s .±  in depth and have taken 

some con cre te  steps l i k e  amendments in t h e i r  l e g a l  system to 

promote pr ivate  voluntary  organisat ions ind s e l f - h e lp  group at the 

base l e v e l  form th e i r  own community I t  el f inan c ia l  ins t i tu t ions .  

The PATKO Act o f  October 27, 198 fol lowed by a further  amendment 

with a package o f  reforms towards l i b e r a l i s a t i o n  for  the f inancia l 

and banking sectors to advance the development o f  banking system, 

to s t im u la te  the m o b i l i s a t i o n  o f  sav ings  and to ensure an 

e f f i c i e n t  a l l o ca t ion  o f  these funds^. This l e g i s l a t i o n  has been 

the outcome o f  a concerted th inking not only  in Indonesia, but in 

the Asian Region by Asian and P a c i f i c  Regional Credit Association 

(APRACA), an assoc iat ion  o f  Central Banks, Rural Development Ba:'*:> 

and Rural Commercial Banks promoted by FAO. I t  is  one o f  the four 

Regional Agricultura l  Credit Associat ions (RACA) in 1977 wich 

emphasis on agr icu l tura l  c r e d i t  and subsequently broadened i ts  

scope to rural finance. The innovat ive  focus o f  th is  programme is



to create a financial Intermediation system built  around se lf-he lp  

groups as grass roots in term ediaries  between banks and ru ra l  

mlc ro-entrepreneurs-

Based on a survey car r ied  out by AHIACA members in  th e i r  

respec t ive  countr ies, they f ind that they have many organ isat iona l  

and ins t i tu t iona l  resources with a great po ten t ia l  for  micro

enterprise  finance and rura l  development. What however, stands in 

the i r  way is  market segmentation as the formal f i n n c i a l  narkets 

reach on ly  the upper 5 to 20 per cent o f  the p. >u lat ion .  In 

a d d i t i o n ,  th ere  i s  a g row ing  small sem i- fo rm a l  market which 

comprises o f  pr ivate  voluntary  organisations (NGOs) . : h th e i r  own 

organisat ion,  savings and c r ed i t  programmes. Alth h these f>r-a 

a part o f  the informal f in an c ia l  sector and lack egal status,  

they  possess  the o r g a n i s a t i o n a l  s t r en g th  and t h e r e f o r e ,

su itab le  for  being given some quas i - lega l  or semi- :ornal  status. 

AKIACA has, th ere fo re ,  taken up the cases o f  su< organisat ion 

with  th re e  d i f f e r e n t  approaches -  upgrada t ion  o f  such 

in s t i tu t i o n s ,  l ink ing them with banks and adaption o f  banks to 

th e i r  environment. In Indonesia, th is  process o f  l ink ing  o f  banks 

and s e l f -h e lp  group has led to the formation o f  a L eg is la t ion  

which has been described e a r l i e r  as PATK0-27.

The Model: With the new p o l i c y  environment which encouraged banks

to embark on vigorous campaigns o f  savings m ob i l isa t ion ,  to expand 

c r ed i t  d e l i v e r y  at market rates  and to experiment wich innovat ive  

approaches to rural and urban f inance a model was bu i l t  up in 

Indonesia on the form o f  a P i l o t  pro jec t  fo r  the l in k '  purposes 

for t e s t in g ,  sp ec ia l l y  in v iew o f  the fact that PATKO-27 provided 

the appropriate lega l  atmosphere fo r  i t .



Besides the formal sector  in s t i tu t i o n s  with banks as 

t h e i r  main arm and Informal in s t i tu t ion s  working without l e ga l  

status l ik e  money lenders ,  f inan c ia l  s e l f - h e lp  groups ( r o ta t in g  

and non-rotating savings and c r e d i t  assoc ia t ions ,  unregistered 

c r e d i t  Unions)  th ere  e x i s t s  a l a r g e  number o f  semi- forma l  

ins t i tu t ions  such as BKK in Central Jara, LPD in Bah, LPN in West 

Sumatra and others which are  supervised by primary banks, 5 we l l  

as r eg is te red  cooperat ives  (KUD .d others )  which f a l l  u-.der the

cooperat ive  Act. These semi-fDrr. .1 in s t i tu t ion s  l ike  NGO; :t  as 

intermediar ies ,  between donors, j/ernment and se l f -he lp  ^ups. 

While they may be extra l e g a l  ir, . .e ir  f inanc ia l  ac t iv ic -  chey 

enjoy a t a c i t  approval o f  the g -rnment. A number o f  c. also

generate th e i r  owns funds but ; e r a l l y  have no l ink or t i e  up

with banking ins t i tu t ion s .  The )nnal s ec to r ,  on the other hand

has not been a b le  to  f inan c  Che grow ing  needs o f  small

enterprises  and fanners pa r t icu l  ; r l y  amongst the poorer sect ions - 

e spec ia l l y  because o f  the high transact ion cost for  both banks and 

th e i r  charts.

The p ro jec t  th ere fo re  envisages l ink ing  the s e l f -h e lp  

groups and grass root intermediar ies  to banks both for savings 

mob i l isa t ion  and c red i t  d e l i v e r y  thus minimising the transa cion 

costs  fo r  banks and formal borrowers. The output, there fore ,  that 

are required o f  th is  p ro je c t  is  to set up a pro ject  org 1 . ion 

which works e f f e c t i v e l y .

6. 3. 6. 3 Bangladesh: Bangladesh is one o f  the poorest countr ies

o f  the world with a populat ion o f  over 106 m i l l i o n  (mid-1987) and 

GNP per c a p i t a  o f  $160 (1987 )  compared to  I n d i a ' s  n e a r l y  800 

m i l l i o n  population and GNP per cap ita  o f  $300. The s i tuat ion  

r ega rd in g  a g r i c u l t u r e  land d i s t r i b u t i o n  !n 3anf; ‘ is



comparable to  India with 54 per cent o f  people holding less  than 1 

hectare and another 46 per cent between 1 hectare to 10 hectare 

compared to 50.6 per cent people holding under 1 hectare** while

45.5 per cent between 1 hectare to 10 hectares in India. However, 

h a l f  the p o p u la t i o n  i s  l e n d l e s s  and a h o ld in g  o f  1 h e c ta r e  

occupies a p re t ty  respectable  posit ion. Of the landless population 

30 per cent o f  th e i r  labour time is used in non-farming a c t i v i t i e s  

plus idleness^. The basic reason for t h e i r  poverty is  the slim 

economic base and the non -ava i la b i l i t y  o f  c r e d i t  except fron money 

lenders. In Bangladesh i t  was rea l ised  tea t  whi le  c red i t  to che 

poor is e s s e n t ia l ,  the ex is t ing  fo r i a l  sector  ins t i tu t ion?  i r e  

unable to reach them. I t  was also f e l t  that  c red i t  is u s e l e s s  

unless i t  is  parted with tra in ing ,  marketing, transportatLon, 

technology and education. Credit to the poor otherwise invar iab ly  

g e ts  d iver ted  to immediate consumption-

Why Grameen Bank: Consequent to Bangladesh becoming an

independent country in 1971, i t  was r ea l i s ed  that the Banking 

s t ru c tu r e  needed much more ex ten s iv e  branch network. The 

Commercial Banks were t h e r e f o r e  n a t i o n a l i s e d  and the branch 

network was extended into rural areas. However, i t  was f e l t  that 

the nat ional ised  commercial banks while extending themselves in a 

big  way in t o  ru ra l  a reas ,  should be stopped from meeting the 

f inanc ia l  needs o f  the poor as they were considered unre l iab le  and 

r isky  and had g enera l ly  no c o l l a t e r a l  to o f f e r .  Secondly, in short

numbers the rural poor were unmanageable and th e i r  loan demands

were for  consumption expenditure needs which i s  beyond banking

e th ic s  and p r inc ip les  o f  th e i r  time. Further, the banks found 

that they were unable to implement government schemes or schemes 

o f  the Bangladesh Bank (backed by re fere:- e fac i l  i t  y/guarantee 

f a c i l i t y )  because o f  th e i r  to ta l  inabi l i ' .  to reach the target  

group o f  the rural poor and cover the lar  numbers. Studies



based on s t a t i s t i c s  supplied by BKB showed that 70 per cent o f  the 

c red i t  earmarked for  rura l poor has gone into  the hands o f  farmers 

holding more than 3 acres o f  land.

Consequent ly ,  as a r e s u l t  o f  d e l i b e r a t e  th ink ing  in 

December, 1967 a Grameen Bank Pro ject  (GBP) was launched in a 

v i l l a g e  ca l l ed  Jorba adjacant to Chittagong Un ivers i ty  campus 

under the operational  r e sp on s ib i l i t y  o f  Rural Economics Programme 

(REP) f the Department o f  Ec.-romics. Chittagong Univers ity  (By 

1983 was converted into a fu l l  scale bank with 60 per cent

equity  cap ita l  coming from govr lent sources and the remaining 40 

per c- t from laadLess borrower themselves in the ra t io  o f  50:50 

betwe female and male borro • 9) The pro ject  aimed at ( i )

desig . ~.g an organisat ional  framework providing a reasonable forum 

thro.;  1 which the banking system can extend c r e d i t  without 

c o l l a t e r a l  to the landless people, so that they can be protected 

from vie trap o f  money lenders and ( i i )  helping the unemployed and 

underemployed ru ra l  people  to f ind g a in fu l  employment for  

themselves by undertaking income generating a c t i v i t i e s  that they 

are f am i l ia r  with.

The Grameen Bank has been a success, s tory .  I t  not only 

reached in supply o f  c r ed i t  the target group o f  landless poor 

q u i t e  s u c c e s s f u l l y ,  but a ls o  achieved  n e a r l y  100 per  cent 

recovery. Further, the u t i l i s a t i  o f  the loan for  the purpose i t  

was given has been exc e l l en t ,  anr! so has been the r o le  o f  women. 

The main reason for  the success j f  the bank is  in i t s  structure, 

i t s  o r g a n i s a t i o n ,  management and m on i to r ing .  Some o f  these 

features are descr ibed below:



i .  C ap ita l  base: In October 1983 when Grameen Bank

Pro ject  was converted into a fu l l  scale bank, AO per cent equity  

c a p i ta l  was put in by government and 40 per cent from landless 

borrowers  and 10 per cent each by BKB and Sona l i  Bank. The 

cap i ta l  based (authorised cap i ta l )  was f ixed  at Taka 80 m i l l ion  

(US $2.9 m i l l i o n )  with paid up ca p i ta l  o f  Taka 30 m i l l i o n  (US 

$1.09 m i l l i o n ) .  The proportion o f  equ i ty  between male and female 

borrower was 50:50.

i i .  S t a f f  o r g a n i s a t i o n :  Each Grameen iank (GB) branch is

headed by a manager who has a f i e ld  s t a f f  o f  > male and 3 female 

bank workers under hia/her. A l l  GB s t a f f  are required to l i v e  in 

the v i l l a g e  assigned to them. They are responsib le  for  f inding 

th e i r  own accommodation. By September 1984 (w ith in  1 year o f  

operat ion )  i t  had more than 100 branches serv ing  2000 v i l l a g e s ,  

i . e . ,  20 v i l l a g e s  per branch.

i l i .  Extension and bank work: GB ensures that  'p eop le  do not
O

come to the bank; i t  goes to the people ins tead '  . This i s  one o f  

the most important aspects which has led to the success o f  th is  

bank. Some o f  the reasons for  GB to a t t a in  remarkable success in 

reaching the target  group, in having 100 per cent recovery  i s  due 

to i t s  e f f e c t i v e  mechanism in id en t i f y in g  ga in fu l  a c t i v i t y ,  in 

ta rge t ing  the rural poor into necessary s k i l l s  and interest  for  

new trades and e sp e c ia l l y  in sanctioning and disbursing loans in 

shortest poss ib le  time with least amount o f  pain on both sides- 

Further, superv is ion and c o l l e c t i o n  o f  loans due for  borrowers has 

a lso  been exce l l en t .



iv .  E l i g ib i l i t y  c r ite r ia :  Any landless  poor, both man and

woman, whose family  owned less  than 50 deciman o f  cu l t ivab le  land 

o r  who or  whose family owns property, both movable or immovable, 

the va lu e  o f  which does not exceed the va lu e  o f  one acre o f  

c u l t i v a b l e  land according Co p reva i l in g  market pr ice  in the union 

on which the peasant normally res ides is e l i g i b l e  to take a loan 

from GB. V i s i t i n g  GB s t i f f  pub l ic ly  discusses a l l  Loan proposals 

in the v i l l a g e s  to minimise exaggerations,  misi- formation and 

suppression o f  facts  regarding the need for  and t i l i s a t i o n  o f  

loan.

v .  C o l l a t e r a l :  13 g i v e s  loan c o l l a t e r a l  to land less

people. However, in ore ■' to ensure the repayments It follows a 

system o f  Group Respons ib i l i ty .

▼1. Group r e sp o n s ib i l i t y :  GB g i v e s  loans through i t s  2 - t i e r

system o f  'Group' and 'Cen tre '  coming between the branch and the 

ind iv idua l  loanees. For an indiv idual to get a loan he/she must 

form a group o f  f i v e  who are l ike-minded and have similar economic 

and s o c i a l  s ta tu s .  Each' group s e l e c t s  i t s  own chairman and 

secretary  and holds a weekly meeting. Severa l 'Groups' in the

same v i l l a g e  hold a meeting j o i n t l y  and are ca l l ed  at 'Cen tre ' .  

A l l  group chairmen in a centre e l e c t  a Centre-Chie: and a Deputy 

Centre Chief. The Centre Chief conducts the weekly meetings and 

i s  responsible  fo r  observance o f  a l l  ru les  prescribed by the bank. 

Loans are g iven to indiv iduals  o r  even groups and formally the 

ind iv idua l  i s  responsible for i t s  repayment. However, the group 

remains responsible  for  i t s  repayment. Members o f  the group in

t h e i r  own in t e r e s t  keep t rack  o f  the  loanee to ensure proper 

u t i l i s a t i o n  and repayment o f  the loan-



v i i .  Tents o f  loans:  A l l  loans are extended for  one year to

be repaid In 50 weekly Instalments,  each instalment being 2 per 

cent o f  the pr inc ipa l  amount a f t e r  2 weeks o f  grace from the date 

o f  issue. The in teres t  rates  charged by Banks in Bangladesh for 

rural poor vary  from 15 per cent to 19 per cent Including serv ice  

charges. However, bribes and inc identa l  expenses make th is  much 

more. The i n t e r e s t  r a t e s  changed by GB a r e  a l s o  in the same 

rar.i-2 , but do not appear to be burdensome to the rura l  poor 

b e c r . s e  o f  t h e i r  c lose  assoc ia t ion  with the ' g rou p '  and the weekly 

a f i e -. L ng o f  the Groups and C e n t r e .  I t  may be,pointed out that in 

r;3 ere  is  no involvement loca l  l e v e l  e lec ted  o f f i c i a l s  or

g o .  rnaent fu n c t i o n a r i e s  e i t h e r  d isbursement or r e c o ve r y

pr s s .

; i i i .  Group fund and group t a x :  Every group member makes a

de s i t  every week as personal savings. This is  accumulated in an 

ac ;unt c a l l e d  Group Fund Account and is  operated by the Group. On 

rece ip t  o f  a loan an o b l i g a to ry  deduction o f  5 per cent o f  the 

loan araount is  made to the group for  f inan c ia l  serv ices  o f f e red .  

This ^roup tax i s  a lso  deposited in the Group Fund Account.

ix .  Emergency fund: ^ach borrower pays to the group 25 per

cent o f  the amount charged by “.he GB as in t e r e s t  on loan into an 

Emergency Fund which in e f f e c t  becomes a forced insurance premium 

to cover  l i f e ,  acc ident,  ani : undertaking a c t i v i t i e s  to improve 

health,  s k i l l s ,  education, investment opportun it ies .

x. Importance o f  group to  GB success: Formation o f  groups

and centres are c ru c ia l  to the success o f  GB as membership o f  3 

g r o u p  g i v e s  the poor a f e e l in g  o f  p ro tec t ion  and contro l  behaviour 

pattern e s p e c ia l l y  on repayments. Many GB groups and centres



c o l l e c t i v e l y  buy items such as shallow/deep tubewel ls ,  or r ice  

m i l l s  which are beyond the Imagination o f  an indiv idual .  Group 

behaviour imposes s e l f  d i s c ip l in e ,  enhances s e l f  confidence and 

f i n a l l y  encourages group savings. Small but steady savings by the 

groups have helped build up a t h r i f t  cu l ture .

x i .  Role o f  wonen in GB: GB has assigned a spec ia l  ro le  to

women -  th is  has been achieved by mot ivation and ta lks  by the GB 

o f f i c i a l s .  As part o f  Cheir non-credit programme, they have taken 

a decis ion  to build up human resources woaen, who have a very 

low l i t e r a c y  l e v e l  and muslim women are ~/en more handicapped d-. 

to t rad i t ion .  However, as a result  o f  ;h e i r  e f f o r t  as on Marc; 

1989 there were 4,64,954 female member; <86 per cent)  as agains: 

5,35,170 t o ta l  membership. Over years re loans have been given 

to women than men and repayment recc'-, o f  women is  exce l l en t ;  

be t te r  than men. Further, per cent i f  women who had taken a 

loan had done i t  f o r  the f i r s t  t i ~ e  and they  were ab le  to 

e s t a b l i s h  some income earn ing  sche ;e  with the loan e i t h e r  

in d iv idua l ly  or  j o in t l y .  Further, th e i r  dependency on males is 

g e t t in g  reduced. They are also emerging as a soc ia l  force to 

f igh t  forces  o f  obscurantism.

x i i .  Housing and o th e r  l o a n s :  GB started i t s  operation by

g iv in g  small loans (more than 400 i d e n t i f i e d )  to  be recovered in 

50 weekly instalments o f  2 per cent o f  che amount a f t e r  g iv ing  2 

weeks grace. GB has also s tarted  a House Building Loan for the 

neediest o f  the poor. Any member who is at  least  a second t i i e  

loanee, who has no land except homestend land and who has made 

each repayment in weekly instalments as per GB requirements is 

e l i g i b l e  and qua l i f ied  to get  a housing loan to construct a new 

house or  repair  an old one, provided his/her centre is  at  least  2 

years o ld ,  has i t s  own house, has jo in t  a c t i v i t i e s ,  is  dowry free



and a l l  I t s  previous loans have been repaid. The repayment Is 

again on a weekly basis o f  "one thousand taka to be repaid In one 

year basis'* I n i t i a l l y  a loan o f  taka 15,000 was introduced as 

'Moderate Housing'. However, a f t e r  a devastat ing  f loods ,  a new 

type o f  housing loan was introduced in 1989 ca l led  "Basic Housing" 

amounting to taka 7,000 which became very popular. The amount o f  

basic housing loan has been rev ised to taka 10,000 to keep up with
9

in f l a t io n .  These loans have become very popular . In addition,  

GB provides loans to pure v-se hoaestend land.

xv. Graaeen Housing T ech no logy :  GB has . introduced a

housing technology o f  a idimentary kind with  ̂ aent p i l l a r s ,  

G. I. sheet roo f ing  on a :den fra.ne and a san ita -  ’ tr ine .  These 

have proved to be very p : lar .

The expe r ien c  o f  Indones ia  and Bangladesh c l e a r l y  

points towards the mani*) ld problems in providing loans to the 

poor. What has emerged s the key r o l e  which women and NGOs can 

play In the successful implementation o f  p ro jec ts  r e la t ing  to 

meeting the f inanc ia l  nee.4, s o f  the poor. Also the problem of  

c o l l a t e r a l  is  not insurnou-icable. For instance group pressures 

can ensure high recovery  r i t e s .  A f in a l  word about she l ter  for 

the poor. Indian case studies as we l l  as House o f  'ndonesla and 

Bangladesh emphasise the importance o f  a comprehensi ■'o approach to 

s h e l t e r  f in an c in g .  Unlass s h e l t e r  programme; e l inked  to 

schemes aimed at improving the economic and f i n i n - . i l  status o f  

the poor, very l i t t l e  is  l i k e l y  to be achieved. Subsidies are 

important but not c ruc ia l .  What is needed is a f l e x i b l e  approach 

to s h e l t e r  f inance  which w i l l  take in to  account. The 

socio-economic circumstances o f  the poor-



Recently  some bu i lders  l i k e  Parshwarath Housing Finance Company 
in Ahoedabad, Ansal 's  in Lucknow and DLF in Gurgaon have for 
instance provided a c e r ta in  f ract ion  o f  housing for low income 
hoj eholds.

In i case study o f  home up : radat ion, a t e x t i l e  worker took 
adv nee on Provident Fund . i^ ' int for  constructing additional  
r o c ' s .  When the actual co ruction began, he found that he 
nee:ed additional funds. ii- arrowed Rs 5,000 from the v ish i  
to >3plete the const rue tion

Gu rat Rural Housing Fina- Corporation (CRUH) has indeed 
tr  i out th is  with some succ^ia.

E:-:; mding  the supply  o f  Ho :g Loans to Low Incoae Urban 
Hc-.ieholds in Indonesia, The Urban In s t i tu t e ,  Washington, 
Au ; -ist , 1989.

Upgrading Informal Financia l In s t i tu t ions  - Pr ivate  Voluntary 
Organisation and Se l f -He lp  Groups es tab l ish  th e i r  own Banks in 
Indonesia -  by Pro fessor  Hans Dieter  Se ibe l ,  GTL.

Worl:  Development Report,  1989 -  Basic Ind icat ion ,  Table 1.

Bank Credit fo r  Rural Women, L’NESCAP, 1985, pp. 4 and 5.

Bank Creditor  f o r  Rural Women - JNESCAP.

Housing for  Rural Poor -  The jrameen Bank Experience Dipal 
Ch.mdan Barua, Deputy ra l  Manager, Grameen Bank,
unpublished.



Year Benefi -
c i a r i e s

Tota l  
amount 
di sbursed
(Rs
m i l l i o n )

Average 
amount per 
benefic iary  
(Rupees)

Loans for  
housing to 
t o t a l  disbur
sements

1 984-85 181 .. 142 6309 N* A-
.985-86 189 .. 392 73 65 M. A.
:986-87 328 > 25 6174 N\ A.
L 987-88 3 87 966 7664 S. A.

TOTAL 1085 325 693 5 N. A.

Source: SEWA Cooperative Bank.

TABLE 6.2

Loan Disbursements by Values -  1984-85 to 1987-88
(Estimates)

jnount Disbursed (Rupees) Percentage to Tota l  Loans
Di sbursed

Less than 3000 25. 0
3001 to 5000 30. 0
5001 to 10000 12. 0

>0001 to 15000 25. 0
15001 to 20000 8. 0

TOTAL 100. 0



Coaparatlve R a tio  o f  28 Public Sector Bants 
V is -A -V is  SEWA Bank

Public  Sector Banks SEWA Bank

No. Par t icu la rs
December

1986
Crores

Rs

December
1987

C r o r e s
Rs

June
1986-87

Lakhs
Rs

June 
1987-88 

Lakh s
Rs

1. Deposits 1,11,581 1. - ">, 389 108 i l :

2. Loans 64 321 ' j ,114 62 72

3. P r o f i t 192 261 3 4

4. Reserves and 

Reserve Fund

1,095 1,503 8 11

Ratio

1. Pro f i t/Depos i ts 0. 17 0. 20 2. 77 3- 57

2. Pro f it/Loans 0. 29 0. 35 4. 83 5. 55

3. Reserves/De pos i ts 0. 98 1. 17 7. 40 9. 82

4. Reserves/Loans 1. 70 2.05 12. 90 15- 27

Note: Figures o f  28 public sector  banks  are taken from Indian
Express dated 20. 7. 1988.



Nuaber and Aaounts o f  Loans Disbursed

Year Number o f  Per cent Amount Per cent o f
app l icants  o f  the disbursed the to ta l
loans 
disbursed

- 2 1. 59 10 ,COO 0. 89

36 28. 57 2 ,9 3 ,0C0 25. 97

19S4 25 19. 84 2,27,000 20. 12

19«5 16 12. 70 1,60,000 14. 18

1936 22 17. 46 1,95,000 17. 29

1987 11 8. 73 1,10,000 9. 76

1988 6 4. 76 55,000 4. 87

1989 8 6. 35 78,000 6. 92

I  err 126 100. 00 11,28,000 100. 00



Per Capita Incoae Range o f  the Applicants

Per Capita Income Monthly 
( In Rs)

Number o f  Applicants

25 -  50 2
50 -  100 2

100 -  125 12
125 -  150 24
150 -  175 21
175 -  200 25
200 -  225 19
225 -  250 8
250 -  275 2
275 -  300 4
300 -  325 O

tm

32 5 - 350 5

TOTAL 126

Loanees

TABLE 6. 6 

Against Whora Action vas Taken

Year No First Second Third •>3al
no t ic e reminder reminder reminder ;■?' ‘ ion

1982 1 1
1983 28 8
1984 12 5 5 1 2
198 5 6 n 2 4 1
1986 17 - 3 1 1
1987 4 i 4 - -
1983 4 11 1 - -
1989 6 ** — -



1983

1983

1983

1983

1983

1983

1984

1984

1984

1985

1986

1987

Account Completed and Ownership Documents Taken Back

Name Amount Date o f  year o f  Closing
o f  loan o f  taking loan o f
taken account

(Rs)

David John 6 000 28 February 1983 05- 07. 1989

Peter  Joseph 6 000 6 A p r i l , 1983 31. 10. 1986

S- A. Sir.gh 2 000 15 Ap r i  1, 1983 28. 11. 1983

A l f r ed  Ambrose 10,000 20 May, 1983 23.05. 1984

James Sahai 6,000 15 October, 1983 17. 01. 1989

Balbir 5,000 12 December ,1983 23.04.1987

Asha Rani 5,000 10 A p r i l , 1984 09. 06. 1988

Asthur John 10,000 13 Ap fr i l , 1984 29. 03. 1988

Ram Dayal 10,000 25 June, 1984 18. 02. 1988

Upil  George 10,000 8 July , 1985 07. 07. 1989

Suresh Hinz 5,000 1 October, 1986 08. 11. 1988

Alex Sevurea 10,000 27 May, 1987 11. 01. 1989



CONCLUSIOKS AID IMPLICATIONS 

A Framework o f  Housing Pinance System 
For Low Income Households

7 Conclusions and Implications

This chapter is broadly div ided into two parts. First 

part deals with the major impl ications o f  the study, and sets a 

background fo r  a broad framework f o r  housing finance system for 

the urban poor. The suggested  model emphasises the need f o r  

community-based i n i t i a t i v e s  to t a c k l e  the problem o f  housing 

finance for  the poor. In th is  context ,  coopera t ives '  ro le  is  

h igh l ighted .  Further, a key element in the model is the cruc ia l  

ro le  o f  non-governmental organisations,  e s p e c ia l l y  in the context 

o f  organis ing the poor into groups or cooperat ives.  Needless, 

which NGO (o r  NGOsj to invo lve  in the task is something which 

would c l e a r l y  vary from one s i tuat ion  to another and should be 

decided on merit.  Also in India, there is  a large  Univers i ty  and 

College  population enrol led  as National Serv ice  Scheme members, 

and they can be motivated to par t ic ipa te  in the task o f  organis ing 

the poor into groups or cooperatives.  For th is  purpose they would 

o f  course need some o r ien ta t ion  and tra in ing.  Another major f a l l  

out o f  organis ing the poor into groups or cooperatives is the 

p o s s i b i l i t y  o f  l o c a l  l e a d e rsh ip  to emerge from w ith in  the 

community i t s e l f



The importance o f  hous ing  f in an ce  as an Important 

component o f  housing d e l i v e r y  system was recognised in the 1970's 

with the se t t ing  up o f  HUDCO and HDFC. I t  was, however, only 

iround the launching o f  the Seventh Five Year Plan (1985-1990) 

that the need for  developing a responsive housing f inance system 

was f e l t .  The Plan document a lso emphasised tapping o f  household 

savings rather than re ly ing  on budget a l l o ca t i o n s  for  supply o f  

housing funds. I t  was f e l t  that for  the development o f  a housing 

f inance system, a national l e v e l  apex housing f inance in s t i tu t i o n ,  

having funct ions o f  coordinat ion and regu la t ion  o f  the sector ,  

would be an essen t ia l  p re - requ is i t e .  The RBI indeed appointed a 

Committee under the Chairmanship o f  Dr. C. Rangarajan, Deputy 

Governor, which examined the in s t i tu t i o n a l  framework fo r  housing 

f inance and supported the idea o f  an apex housing bank and and 

recommended the s e t t i n g  up o f  HDFC type  new i n s t i t u t i o n s  to 

mobil ise household savings and provide house loans. In July, 1988 

a national  l e v e l  in s t i tu t ion  ca l l e d  the National Housing Bank 

(NHB) was c r e a t ed  as a s u b s id ia r y  o f  the RBI and has been 

authorised to make or guarantee loans, to  undertake research and 

t ra in ing  and to provide gu ide l ines  and techn ica l  assistance to 

housing f inance companies. Over the la s t  f i v e  years or  so, a 

number o f  market- or iented housing f inance companies have also 

been set up, some with the support o f  HDFC and some w ith  the 

support o f  commercial banks and other formal sector  f inanc ia l  

inst i tu t  ions.



A major constra in t  faced by HFIs in extending the ir  

operations has been the shortage o f  loanable funds. The s i tuat ion 

has worsened by a new government d i r e c t i v e  which proh ib i ts  housing 

f inance Ins t i tu t ion s  from accepting deposits  for  a period o f  not 

l ess  than 24 months and not exceeding 84 months from categor ies  

l i k e  ind iv idua ls ,  char i tab le  trusts ,  etc. E a r l i e r ,  HFIs could 

accept deposits  for  6 months and beyond and upto 60 nonths from 

these ca tegor ies  o f  depositors .  The rat ionale  for th is  decision 

is  that since housing loans are r e l a t i v e l y  fo r  long periods, it  is 

necessary that there i s  no undue mismatch between the durati n of 

deposits  and lending p o r t f o l i o .  This is curious since : 'ns 

observed that HFIs should mobil ise resources mainly by -nv o f  

deposits  from households with minimum re l iance on borrowings fr jn 

in s t i tu t ion s .  Moreover, since the lending rates are regulated by 

NHB and RBI, HFIs have to operate at very  thin margins. Clearly ,  

unlike the corporate sector  which o f f e r s  13 per cent to 14 per 

cent interest  on deposits/debentures, the HFIs cannot o f f e r  the 

same i n t e r e s t  r a te s .  This is  bound to a d v e r s e l y  a f f e c t  the 

mob i l isa t ion  o f  savings from the household sector.  In .-.i.se the 

HFIs are to mobil ise  add it iona l  household savings, they w i l l  have 

to  be permitted to ra ise  short term depasits  say fo r  6 months from 

ind iv iduals  in order to compete with instruments which have higher 

In te res t  rates  on medium and long duration loans. This indeed is 

a retrograde step. NHB's o f f e r  o f  l im ited ref inancing f a c i l i t i e s  

to HFIs may however o f f s e t  to some extent the problem o f  funds.

A d ia lo g u e  has a lso  been i n i t i a t e d  in regard to the 

need, d e s i r a b i l i t y  and the pros and cons o f  ieveloping a secondary 

mortgage market with a view to increase ; ' j f low o f  funds into 

the housing sector.  However even i f  we able to e s ta b l ish a

well -deve loped housing f inance system i r. d ia ,  i t  is  doubtful



that  the needs o f  a l l  households e s p e c i a l l y  th ose  o f  the low 

income households w i l l  be adequately met. Indeed, as the past 

experience o f  the working o f  several  HFIs shows, a la rge  part o f  

housing funds are given to households which are above or at best 

c lose  to the median incomes- The exception being the HUDCO which 

has made substant ia l contr ibut ion to the housing o f  the 'V.4S and 

low income households^.

As we saw a major 

f inance system in the context 

r e s t r i c t i v e  nature o f  the pres>: 

grant o f  housing loans. Morec. 

safeguard the in teres ts  o f  the 

i n t e r e s t s ,  and j u s t i f i a b l y  s> 

ex i s t in g  environment, would be 

to suit the paying capaci ty  o f  . ,

As is  we l l  known, a 

p o l i c y  is  the method employed t .  : 

appl icants .  These genera l ly  cons: 

an assured f low o f  income (and he . 

and regular sav ings )  and provis ion 

In d ia 's  h ighly  skewed income d is .  

and the dominance o f  se lf -employ;,  

a la r g e  major i ty  o f  the household 

to housing f inance at the s tar t ,  

upon s a t i s f a c t o r y  c o l l a t e r a l  for 

property  and e a s i l y  marketable a 

low income households are unable 

these households have are assets 

inventory,  basic too ls  o f  th e i r  r 

sometimes even j ew e l l e r y ,  e tc .  i i

t r - i i n t  o f  convent i on , ; ' .  : u s i n £  

f low income h j u s e h o l ' i  ; s  t he  

.;ed c r i t e r i a  and terc;  r the  

r,  s i n c e  the  HF I s  wou l  r-.e to  

i - po s i r o r s  ,;s w e l l  as  ~ own

i h i s e  i n s t i t u t i o n s ,  g ; . n t h e  

. i c -hat  i n h i b i t e d  to  mo d i ? ” l e r m s  

income h o u s e h o l d s .

p r i n c i p l e  o f  h o u s i n g  f i n a n c e  

?:.eraine the e l i g i b i l i t y  o f  l oan  

: o f  a minimum le v e l  o f  Inc one ,  

f s tab le ,  dependable employment 

o f  acceptable  c o l l a t e r a l .  Given 

r ibution in favour o f  t •- poor 

i in t iny  trades and b u s ic s s e s ,  

s is  c l e a r l y  barred f r  c e s s

Also, since most H r ■s . n s i s t  

the loans such as o u t . o r : h i p  o f  

i s sets  including s e c u r i t i e s  most  

to meet th is  c r i t e r i o n .  What 

in other forms such is s t o r e  

i spec t ive  c r a f t s  and t r a h e s ,  and 

ose items w h i c h  ire • ■ ‘ and



valuable are usually eas i ly  marketable, and indeed acceptable as 

pledges for loans from private money lenders. These items are 

however not acceptable as co llatera l to housing finance institu

tions. Sometimes even when HFIs agree to provide loans against 

personal guarantees, i t  is  not easy for the low Income households 

to locate persons with regular and stable incomes who would be 

w illin g  to act as guarantors and at the same time acceptable to 

HFIs, except in very rare case;.  For instance, in the case of  

small and marginal farmers in ~ .iral areas, i t  is possible to link  

recovery with harvest-earn inas. For s e l f -  employed i  small 

crades/bus inesses , the repay- ent schedule is  to be  ̂ n itored  

almost on a weekly ( i f  not dall • ' basis.

Another major gap in : ost existing credit instruments is  

the inbuilt r ig id it ie s  in repa nent schedule. Clearly any credit 

instrument addressed to the l r  .er income households ought to take 

into account the irregular and uncertain income flows, and o f  

necess ity  must the sp e c i f ic  requirements o f  var ious earning  

groups. Therefore to extend the access o f  low income groups to 

housing cred it ,  appropriate measures need to be taken to hedge the 

risks faced by HFIs. The other poss ib i lity  lays in creating new 

financing institutions with d ifferent mandates and p rio r it ies .

So fa r  as the conventional housing financing  

institutions are concerned they are bound to be conservative in 

their lending operations with emphasis on commercial v iab ility .  

Therefore one alternative is td create new institutions which 

would overcome some o f the limitations Inherent in conventional 

financing mechanisms. Sometimes, in this context the role of 

cooperatives has been emphasised, especially  for lower income 

households. Indeed, SEWA experiment o f  Ahmedabad is one example



o f  having achieved good resu lts .  I t  Is ,  however, d i f f i c u l t  to 

assert  whether th e i r  experiment can be success fu l ly  rep l i ca ted  in 

other parts o f  the country.

7.2 Current Debates and Assessaent o f Existing Recoaaendations 
to Governaent

In the l a s t  c ou p le  o f  years there  has been a major 

change in the a t t i tude  o f  the government towards the  problem o f  

housing and housing f inar :o.  T h r e e  major i n i t i a l  es  are wor th  

mentioning. Sett ing up gl a N a t i o n a l  Con.'nission i Jrbanisatior. 

(NCU), announcement o f  . a t i o n a i  Housing P o l .  ,NHP),  and  

es tab l ishm en t  o f  Nation _ Hou' i r ^  Bank (NHB). ' ne NCU has 

submitted a d e t a i l e d ,  a era bra..?, ng report  on a spec ts  o f

u rb an isa t io n  in c lu d in g  ^sues j f  pove r t y ,  s .  ar.d slum

development. One o f  the ., or proposals concerning che urban poor

i s  the 'New Deal fo r  Poor .

The second maj r developaent is the announcement o f  a 

National Housing Po l ic y  in the Parliament in May, 1988. This 

p o l i c y  has quant i f ied  the h  ̂ :sing shortage, proposed "linimum norms 

and f ixed  a target  date fo r  l iqu ida t ing  housing shortage by 2001. 

The p o l i c y  has a lso  e laborated on issues r e la t in g  to informal 

s e c t o r  housing and slums. Further ,  the P o l i c y  id proposed 

se t t ing  up o f  a National Housing Bank. The po l icy  as, however,

not adequately touched upcn the spec ia l  needs o f  t poor, th e i r

i n a b i l i t y  to provide mortgage or c o l l a t e r a l  req_::v : by formal

sector  f inanc ia l  in s t i tu t i o n s  nor has i t  touched upon the issues
3

o f  a f f o r d a b i l i t y  or  recovery mechanism . I t  may be in order to 

point out that th is  p o l i c y  i s  being reviewed by the New Union 

Government, and a new housing po l i c y  document prepared by the 

Min istry  o f  Urban Development i s  being debated.



The th ird  major development is  the set t ing  up o f  the 

NHB. ' The NHB has a l r e a d y  announced a scheme f o r  c o n t ra c tu a l  

savings f o r  5 years  f o r  being e l i g i b l e  fo r  a housing loan as we l l  

as a Refinance scheme. The NHB has adopted "Poor Han First'* as 

i t s  slogan. However, NHB has not announced any programme for  the 

people l i v i n g  in informal sector/slums and has confined i t s e l f  to 

the formal sector^.

One o f  the c r i t i c a l  areas  o f  the housing problem in 

urban India is  the growth o f  lums and squatters. Both NHP and 

the .H3 have very  l i t t l e  to o : : e r  in th is  respect. No innovative 

sch . le has been drawn up to b ng about an in ter face  between the 

in fe rna l  sector  housing and ioraa l  f inanc ia l  ins t i tu t ions .  Also 

no solut ion has been o f f e r e d  to deal with the problem o f  growing 

slues. In fact  looking into the structural changes in the economy 

since the F irst  Five Year Plan, there has been a steep reduction 

in the contr ibut ion o f  ag r icu l tu re  sector  to GOP from 65 per cent 

to  35 per cent,  whi le  the rura l  population has declined only  by a 

l i t t l e  over 5 per cent. In v iew o f  the d rast ic  sectora l  change in 

GOP, d r i f t  to urban areas o f  the growing population o f  landless 

poor in search o f  jobs i s  l i k e l y  to  increase sharply. To deal 

w i th  t h i s  problem the  government has however made no s e r i o u s  

attempt f o r  s e t t l in g  the migrant poor in the c i t i e s .  This can 

r e s u l t  in  a rap id  growth o f  slums in fu tu re  unless urgent 

a t ten t ion  i s  paid to employment and spat ia l  planning. The Seventh 

Five Year Plan has for  the f i r s t  time made a conscious attempt to 

address urban poverty  issue d i r e c t l y .  The Plan has taken note o f  

the growing  in c id e n c e  o f  p o v e r t y  in urban a reas ,  and that  

pers is tent  migration from rural and semi-urban areas has led to 

rapid growth o f  slums in  many c i t i e s .  Accordingly, i t  has la id  

emphasis on improving the l i v i n g  condit ions o f  slum dwel lers  and



has given a thrust towards employment generation and crea t ion  o f  

productive jobs. The Ninth Finance Commission (1989-90) in the 

f i r s t  report has a lso  made a spec ia l mention o f  the growing decay 

o f  the National c i t i e s  o f  Bombay and Calcutta and has recommended 

a g rant  o f  Rs 50 c r o r e s  f o r  each c i t y  f o r  slum c l e a r a n c e  and 

env ironmenta l  Improvement o f  slums and p r o v i s i o n  o f  bas ic  

amenities. They have recommended the release o f  the grant s u b j e c t  

to a matching grant by the State governments concerned.

The f inanc ia l  structure in the country has to an e x t e r . t  

responded to the growing awareness o f  the housing problem. The 

MB has announced a savings scheme, a ref inance scheme and a land 

development scheme. The other f inancial ins t i tu t ion s  l ik e  L I C ,  

GIC, Commercial Banks and, UTI have already f loa ted  or are in the  

process o f  f l o a t in g  subsidiary housing f inance companies. Except 

HUDCO none o f  these  however  seem to have plans to  o f f e r  any 

innovat ive f inancing package to meet the housing requirements o f  

the low income households. An exception is  the HDFC f loa ted  

company ca l led  Gujarat Rural Housing Corporation (GRUH) which is  

providing housing f inance fo r  low income groups in small towns and 

rura l areas o f  Gujarat- This is  the f i r s t  conscious attempt o f  

the p r i v a t e  s e c t o r  to move towards low income f in a n c in g .  An 

innovat ive  measure adopted by GRUH is ,  for  instance, the l ink ing 

o f  loan repayment schedule to  agr icu l tura l  seasons.

The prospects for  the housing finance in s t i tu t i o n s  to 

meet the demand for  .-.ousing finance are c e r t a in ly  b r igh ter  with 

the coming in o f  new in s t i tu t i o n s  most o f  which are backed by 

major f inanc ia l  in s t i tu t ion s .  However, as a lready mentioned, i t  

seems un l ike ly  for cl a formal sector Ins t i tu t ions  to undertake on 

any la rge  scale t'- f inancing o f  informal sector  housing. The 

National Commission i Urbanisation has mentioned, very  ap t ly .



Chat ~down-stream' f in an c ia l  in s t i tu t ion s  need to be set up but 

without e laborat ing  on the same. I t  is  these nascent ' down-stream 

i n s t i t u t i o n s '  which cou ld  p ro v id e  the 'm i s s in g  l i n k '  in our 

housing f inance system su i t in g  the requirements o f  low income 

households.

The l ink  or  downstream ins t i tu t ions ,  in order to provide 

a proper in t e r fa  i with the f inanc ia l  in s t i tu t ion s  o f  the formal 

sector  at one end and the low income households at the other, 

would in gene-  have to be community based f i n a n c i a l  

in s t i tu t ion s .  T'  ; i s  so because such an ins t i tu t ion  to be v iab le  

has to have ver; ' ow overheads, c lose supervision o f  loans, a 

c o l l e c t i o n  syste-  : ich  i s  sens i t i v e  to the earnings-pattern and 

an environment which i s  congenial and not int imidating to the 

poor, usually  i l l i t e r a t e  or sem i- l i t e ra te  members o f  the soc iety . 

Such a l i n k  i n s t i t u t i o n ,  a l s o  needs t e c h n ica l  e x p e r t i s e  and 

guidance. This would there fo re  necessitate  the se t t ing  up o f  a 

la rge  number o f  such community based cooperative  ins t i tu t ions  with 

such functions as m ob i l is ing  savings, implementing urban basic 

s e r v i c e s  programmes, p r o v id in g  home improvement loans ,  and 

se rv ic ing  them proper ly .

Apart fron various government i n i t i a t i v e s  as outl ined 

above, there is  a popular movement which is  a lso gathering some 

momentum. This .s e National Campaign for  Housing Rights. This 

campaign has produced a d ra f t  ' B i l l  o f  R igh ts '  fo r  Housing and has 

started a campaign for  Housing Struggle in India. This organi

sat ion is  a q u a s i - p o l i t i c a l  organisat ion which is taking up the 

issue o f  housing as a l e g i s l a t i v e  and a l e ga l  issue. I t  considers 

the Direc t ive  P r inc ip les  and Fundamental Rights provided in the



Indian Consti tution as the s ta r t ing  point. I t s  u l t imate  goal  is  

to ensure that Housing Is  declared as Fundamental Right under the 

Indian Constitut ion.

From the  f o r e g o i n g ,  i t  i s  c l e a r  tha t  the  e x i s t i n g  

f inanc ia l  system is  un l ike ly  to  adequately serve the needs o f  low 

Income households. Also i t  is  doubtful whether var ious governnent 

i n i t i a t i v e s  would contr ibute substant ia l ly  to create  in environ

ment which would be conducive enough to generate a v:  :o le  housing 

finance system appropriate to the needs and circunsc '.cas o f  the 

lower income households- Further, the experience so \r does not 

o f f e r  any d e f i n i t e  clues towards evolv ing  a v iab le  r ep l icab le  

housing f inance system fo r  these households. The .abates i.id 

solut ions suggested have so fa r  been at best tent . ive and o f  

ad-hoc nature. The data base is  a lso g ross ly  inade. i te  fo r  the 

purpose.

I f  we a re  s e r i o u s  in  address ing  o u rs e - v e s  to  the 

problems connected with providing housing f inance to low income 

households, the so lu t ion  does not l i e  with the HFLs : l e as t  in 

t h e i r  present  set up as th e y ,  o f  n e c e s s i t y ,  w i l l  c on t inue  to  

fo l low  ' c o n s e r v a t i v e '  lending p o l i c i e s  keeping the Low income 

households beyond th e i r  reach. Indeed i f  we examine the h is to ry  

o f  build ing s o c i e t i e s  in U.K.,  we find that housing f inance for  

' l o w  income g ro u p s '  at best  went as fa r  as the upper end o f  

working c lass  and the lower end o f  the middle c lass .  Ve w i l l  a lso  

have to change our percept ions about the consumption and savings 

behaviour o f  low income households, as the resu l ts  o f  various 

surveys  c i t e d  in t h i s  study as w e l l  as o the r  r ec en t  s tu d i e s  

ind icate  that i t  i s  poss ib le  to restructure the expenditure o f  

these households with  a v iew  to s tepp ing  up t h e i r  s a v in g s  

provi.i-.il, they are  convinced that such a restructur ing would serve



t h e i r  lon g - te rm  I n t e r e s t .  In f a c t  these househo lds  a r e  even 

prepared to l iqu ida te  some o f  th e i r  assets i f  t h i s  can lead to 

home ownership.

7.3 Role o f  Comifn 11y—Based Ins t i tu t ions

Despite what has been said above, i t  i s  our considered 

judgement that  ;lr'ts may s t i l l  p a r t i c i p a t e  in s o r . ?  nanner in 

advancing housing loans to low income households , rcvided Che 

r isks are hedged or at least  reduced. The ' l i n k  in s t i t u t i o n '  in 

our scheme o f  thinking through i t s  c lose re la t ionsh i  > with each 

member o f  the community would be ab le  to  c o r r t  : .ly a s s e s s  

a f f o r d a b i l i t y  and repaying capacity o f  these househ' ; s  and feed 

the required information to the HFIs w i l l i n g  to oper i with such 

communities. A lso ,  as a l r eady  in d i c a t e d ,  in the con tex t  o f  

r e c o v e r y  o f  loar i ? > p r o v i s i o n  o f  group loans  be - ides  being 

convenient may ali-. reduce default r isks through gro pressures. 

Th is  u n de r l in es  * -ie importance o f  o r g a n is in g  hous ing f inance  

through the community or  the cooperat ives with the NGOs providing 

the necessary l ink  nd support.

As alreac/ mentioned e a r l i e r  an act ion research being 

c u r r e n t l y  experin*;nted in Delhi  is  Punervaas to e va lu a te  the  

e f fe c t i v en ess  o f  c</amunity-based i n i t i a t i v e s ,  e s p e c i a l l y  with the 

he lp  o f  NGOs. > jnervaas  acts  as a c a t a l y s t  in promoting 

community-based e.‘ f o r t  in s lum/squatter  c l u s t e r s  through the 

in s t i tu t ion  o f  multi-purpose cooperat ive socie ty .  Promotional and 

extension work inc -x i ing  i t s  operations in the i n i t i a l  period is 

beir^? carr ied out iy  c a r e fu l l y  id en t i f i ed  NGOs o f  proven track 

r e e o r : . A set o f  M^-iel Bye Laws prepared by the Punervaas for  the 

fon . i -  :n o f  multi-purpose cooperative  s o c ie t i e s  i s  provided to 

the These Byt Laws have three d i s t in c t i v e  features. F i r s t ,



they  assign a p iv o ta l  ro le  to women as primary members fol lowed by 

th e i r  husbands ( o r  other  male members) as jo in t  members. This is 

done to ensure repayment o f  loans as we l l  as to reduce the risks 

o f  p ro p e r ty  changing hands. The second f ea tu re  concerns the 

a c t i v e  invo lvem ent  o f  NGOs in  day t o  day fu n c t i o n in g  o f  the 

cooperatives by nominating i t s  representat ives  on the Managing 

Committees. The th ird  feature is the multi-purpose nature o f  these 

c o o p e r a t i v e s  so that  they are not mere ly  concerned with  

h o u s in g - r e l a t e d  i s su es  but would a l s o  undertake such o th e r  

fu n c t io n s/ ac t i v i t i e s  as would enhance th e i r  inccxnes, look a f t e r  

personal health and promote soc ia l  hygiene. As we would see lacer  

these cooperat ives  have also the aim o f  inculcat ing  t .e habit o f  

t h r i f t  among i t s  members through a compulsory deposit -scheme. The 

cooperatives w i l l  a lso  be encouraging the se t t ing  up o f  consumer 

stores which would not only serve the needs o f  the members but 

would also provide f inan c ia l  s t a b i l i t y  to the cooperatives.

7.4 P o l i t i c a l  R i i losophy

In d iscussing issues r e la t in g  to housing for  the poor, 

i t  i s  d i f f i c u l t  to ignore a l toge ther  the asp ira t ions  o f  the poor 

and consequent p o l i t i c a l  compulsions - where i n e v i t a b i l i t y  o f  some 

concessions cannot be ruled out. An important instance is the 

l o c a l  pressure to get the deferment (and sometimes even waiving) 

o f  recovery  o f  loans. This can adverse ly  a f f e c t  not only  the 

c i r c u la t i o n  o f  housing funds according to a spec i f i ed  schedule o f  

advances/recovery, but more importantly cuts into the very  roots 

o f  f inanc ia l  d i s c i p l i n e  which is  so essen t ia l  for  the success o f  

the system.



The Bangladesh Grameen Bank experiment as developed by 

the Chittagong Un ive rs i ty  has indeed ensured that there i s  no 

involvement o f  l o c a l l y  elected o f f i c i a l s  o r  government function

a r ie s  e i th e r  in the disbursement or in the recovery o f  funds. 

While admit tedly  th is  i s  most cruc ia l  to the model that we are

suggesting -  but i t  would be useful to take note o f  the p o l i t i c a l

r e a l i t y  -  in our context.

One way to  overcome t h i s  problem o f  p o l i t i c a l  

in te r fe rence  at one end and general bureaucratic ind i f fe rence  to 

the issues o f  the poor on the other is to consider the p o s s ib i l i t y  

o f  an ' o u t s i d e '  ca ta ly s t  which would (o r  would be w i l l in g  to )

mediate between the p o l i t i c a l  r e a l i t y  and the unorganised poor.

What we are suggesting is  the new, growing r o le ,  nat ional ly  and 

in t e rn a t i o n a l l y ,  o f  the voluntary sector  popular ly  known as NGOs. 

We have through a number o f  i l l u s t r a t i v e  case studies outl ined the 

s i g n i f i c a n t  r o l e  being played by the NGOs in India and elsewhere. 

What is  l e f t  to be demonstrated i s  however the quest ion o f  

r e p l i c a b i l i t y  -  as h itherto  these experiments have been t r ied  on 

l im ited  scale  and in  very  spec i f i c  s i tuat ions .

In proposing a model for  housing f inance system for  the 

poor, we take note o f  th is ,  and attempt a more v e r s a t i l e  model 

which, with su i tab le  modi f icat ions to take into account the lo ca l  

condit ions and circumstances o f  the households, may find wider 

a p p l i c a b i l i t y .  B e fo re  we fo rm a l ly  g i v e  an e x p o s i t i o n  o f  the 

model,  we d is cu ss  the c o n s t ru c t i v e  r o l e  which NGOs would be 

required to p lay in the successful implementation o f  the oodel.



The I n t e r f a c e  between a formal l e v e l  f i n a n c i a l  

i n s t i t u t i o n  and the poor household r e q u i r e s ,  what has been 

described e a r l i e r ,  a 'L ink  I n s t i t u t i o n ' .  The build ing up o f  l ink  

in s t i tu t ion s  on a aacro-sca le  cover ing  urban and rural areas is  a 

mammoth task requir ing  deep commiv.ent and adequate funds. Vhile 

the Grameen Bank approach, which ir ted as in .’.GO, was ad... .-d by 

the Government o f  Bangladesh a t t .  .- aking into considerat  a l l  

f a c t o r s  and a s p e c i a l  i n s t i t u t  . r. sot up f o r  the poor the 

national  l e v e l ,  i t  appears that .heaper and be t te r  a l t  l i v e  

could be to u t i l i s e  the serv ice o f  fasc increasing vc : i r y  

agencies or Non-Government Organ? cions (NGOs). An NGO ca1. be a 

good cata lys t  in mob i l is ing  the >or in an area, especiaj. i f  

they  have a l r e a d y  been engaged in c a r r y in g  out some kir.d o f  

a c t i v i t y  in  the area. I f  the pu o:-:e is to form community based 

f inanc ia l  in s t i tu t i o n s ,  l ik e  the : -operat ive structure,  i t  would 

be advantageous to u t i l i s e  the spec i - l  q u a l i t i e s  o f  NGOs. The main

role  that an NGO can play Is  to <• ■ : i t s e l f  id e n t i f i e d  with the

community and gain the confidence or the people in the area with a 

view to propagate amongst them the v.erits o f  organis ing the.as?’. ves 

into a group not only  f o r  f a c i l i t a t i n g  loan procurement, but - iso

to help them to e f f e c t  improvements in a l l  other aspects o f  e i r

l i v i n g .  I t  has been f e l t  that NVOs can also help in cc . : ng

the poor o f  the advantages o f  "enabl ing p o l i c i e s "  -  p o l i c i e s  „r.at 

can guide, stimulate  and create  an environment in which rc-s: roes 

can be fu l l y  exp lo i ted  fo r  provid ing she l ter  to the poor.



NGOs are seen as c ru c ia l  input in the development o f  

such "enabling" p o l i c i e s  and NGOs with proven track record can be 

entrusted with the task o f  operating as e f f e c t i v e  Intermediar ies 

between government and popular organisations comprising o f  low 

income households.

7.5.1 What A l l  Can NGOs Do in the Sphere o f  Shel ter :  <perience

has shown that NGOs can look a f t e r  a l l  aspects o f  j . l c e r  frora 

land management and acqu is i t ion  to in frastructura l  - : i c e s  10  

innovative  construction and research, to employment, j finance 

and l e g i s l a t i o n ,  etc- There e x i s t s  already a vast nurr r o f  NGOs 

a l l  over the world including India who have already . ed t h e i r  

worth in  th is  f i e ld .

I t  has been n o t i c e d  that w h i l e  attem- by the 

Governments and Internat ional  Agencies l i k e  the Wo: i  Bank to 

upgrade slums or provide s i t e  and serv ices  have had g .J results,  

some o f  the intended b en e f i c ia r i e s  o f  these programmes have moved 

away to  new s i t e s  e i t h e r  because o f  the la ck  o f  i i e q u a t e  

in trastructure  or transport l inkage. Further, the cohesion and 

group s p i r i t  which needs to be aroused was missing. The NGOs, on 

the o ther  hand, g e n e r a l l y  have an im press ive  t ra ck  -ecord  in  

mobi l is ing  people into cohesive communities-

On the issue o f  s h e l t e r ,  the NGOs have ma:y no tab le  

success s to r i e s  l i k e  the "Build ing Together" pro ject  i n  Thailand 

where with the help o f  NGO the community constructed th e i r  houses 

on the basis o f  an area plan that had met with the ir  approval. 

Building houses together requires time, money and organisation- 

The ro lo  o f  NGO in coord inating these three aspects in Thailand 

has by ow been w e l l  r e cogn ised .  The promoters o f  ‘ B u i ld ing



T o g e t h e r ” p r o j e c t  were members o f  academic i n s t i t u t i o n s ,  

government agencies and voluntary  organisat ions. They were united 

in th e i r  e f f o r t  to  explore  ways and means o f  a s s is t in g  low Income 

peop le  in g a in in g  access  to decent housing through t h e i r  own 

e f f o r t s  and t h e r e f o r e ,  th e y  formed themse lves  i n t o  B u i ld in g  

Together Assoc iat ion  -  a non-prof it  body. S im i la r ly ,  in Sr i  Lanka 

the Socia l and Economic Development Centre (SEDC) went In for  

c nmunity development whic i included sinking o f  community w e l l s ,  

repair  works on water rese rvo irs  and housing. A lo c a l  development 

s c i e t y  was formed and v i l l a g e r s  were asked to contr ibute

I oour., The NGOs always se the pa r t ic ipa to ry  approach as an 

rsen t ia l  input to t h e i r  w in contrast  to a government o r  other 

f i c i a l l y  sponsored  p r ^ ^ c t  where th i s  parameter Is  o f t e n  

nspicuous by i t s  absence.

' . 5 . 2  The I n t e r f a c e :  One o f  the -aore important aspects o f  NGO 

sponsored/supported p r o j e c t  is  that NGO is  u s u a l l y  f u l l y  

autonomous with l i t t l e  or  no government support and there fo re  

f l e x i b l e  in i t s  approach unlike the government supported p ro jec ts  

where t h i s  i s  h a r d l y  p o s s i b l e .  In f a c t ,  in  many cases  the 

government g iv e s  the "b l indeye"  approval to an NGO. The NGO o f ten  

takes up p ro je c ts  in a small and iso la ted  area with a s p e c i f i c  

approach which i s  commendable but may f a i l  to  meet the s t r i c t  

t e c h n i c a l  s tandards  o f  -ernment departments.  T h is  i s  

p a r t i cu la r l y  true in the ur':,an context where municipal norms are 

so high that the squatters  and slum dwel lers  are in no p o s i t i o n  to 

carve a place for  themselves which would be considered f u l l y  l e ga l  

and acceptable.  Even on very  minor issues the NGO's approach has 

i t s  merits. For example, in Delhi in a slum c lu s te r ,  the water 

supply point was not providing s u f f i c i e n t  water f o r  the en t i r e  

community. Further, the e r ra t i c  hours were making the wait ing  

unduly long. ui NGO v 1, • ss working in the area proposed to the



M unic ipa l i ty  t o  f i x  a la r g e  storage tank with the water tap so 

that  the tank can f i l l  up as and when the water supply came and 

the b en e f i c ia r i e s  could take the water at th e i r  convenience. The 

NGO was, however, to ld in formal ly  that while they might not be 

ab le  to g i v e  the permission formal ly ,  the NGO could on i t s  own 

put up the tank, and the au thor i t i e s  would turn a "b l indeye"  to 

i t .

7.5.3  NGO and Acquisition o f Land: M a r y  NGOs a l l  over the wor’ ;

have helped in acquir ing land for  the p ; j r .  This has been done 

many ways. For instance an innovative approach has been adopt - 

by NGOs in Bangkok ca l l e d  "Land Shar. When squatters we:

faced with e v i c t i o n  the NGOs in terver  ■; and negotiated with the 

owners o f  land and allowed the squa: ars to re ta in  a portion, 

v a c a t i n g  the remain ing.  Such n e g o t i a t i o n s  can g e n e r a l l y  be 

ca r r ied  out success fu l ly  with the hel d o f  NGOs. Such a po l icy  

avoids the hardship o f  e v i c t i o n  f o r  t i e  poor as a lso  a long lega l  

s trugg le  for  the owner. NGO communities around the World have 

a lso  pooled in th e i r  resources to purchase land fo r  the poor.

715.4 NGO Pressure Group: In India the \'GOs have also been doing

some commendable work in  c rea t ing  a pressure group to provide 

access to land to the poor. The National Campaign for  Housing 

R i g h t s  (NCHR) as mentioned e a r l i e r  i s  p ro v id in g  a forum r e 

c rea t ing  consciousness for  housing s trugg le ,  and has also proposed 

a b i l l  f o r  Housing Rights. Another NGO i n  Bombay moved High Court 

and Supreme Court to f i g h t  fo r  the r i g h t s  o f  the pavement 

dwel lers .  While the Supreme Court in the ir  judgement o f  July 11, 

1985 proclaimed that " e v i c t i o n  o f  pavement dwel ler  as l e ga l  and 

permissib le  as long as p r io r  not ice  i s  given and the demol it ion



qarr ied  out In as humane a manner as possible**, and a lso  did not 

provide fo r  a l t e r n a t i v e  s i t e ,  i t  did create  national  awareness on 

the p l igh t  o f  the pavement dwellers*

NGO's r o l e  in  c r e a t i n g  a f o c a l  po in t  and a p ressure  

group for  a u th o r i t i e s  to act has indeed been we l l  accepted. In 

India i t s e l f  Peoples Organisation for a United Dharavi (POUD), a 

community-based organisat ion  with NGO support has success fu l ly  

lobbied fo r  b e t t e r  water supply, sanitat io ' ;  and garbage d isposal.  

POUD also pressur ised the State government In g i v in g  a semblance 

o f  l e g a l i t y  to  the s q u a t t e r s  by i s s .  o f  photopass to  a l l  

squatters s e t t l e :  be fore  1976. This was ;bsequently extended to 

1980 on a succ>~-sful canpaign. Similar mainly through the

e f f o r t s  o f  an 1500 la t r in e s  have cone up at Baldia Settlement

in Pakistan. Another NGO which has shot into fame is  the Sulabh 

In te rna t iona l ,  n. Indian Voluntary Agency which has attempted to 

make san i ta t ion  _nto a paying proposition.

7.5.5 NGOs and Research and Extension: NGOs are also known to

have played a lead ing  ro le  in the low cost construct ion sector  a l l  

over the world. While the Government departments are admittedly 

aware o f  the progress made in the sphere o f  low cost construct ion,  

they have g en e ra l l y  avoided implementing those new innovations in 

low cost const ruc t ion  technology because o f  the fear  o f  v i o l a t in g  

the ex is t in g  bu i ld ing  codes and r e g u la t i o n .  The p r iva te  sector  

contractors  a ls o  do not f ind worth th e i r  v i i l e  to  undertake such 

construct ion.  The NGOs have however been extremely successful in

t h i s  sphere  and have a c t u a l l y  brought down the c o s t  o f  

construct ion through experimenting with new and l o c a l  indigenous 

bui ld ing mater ia ls .  The International  Technology Workshop has 

done commendable work in  developing substi tute  bu i ld ing  mater ia ls  

e sp e c ia l l y  r o o f in g  sheets. This has fv :-d  extensive  app l ica t ion



around the world. In Mal l ,  the French Voluntary Association (FVA) 

i s  using s ta b i l i s e d  earth construction techniques to construct 

community bui ld ings.  In Pune, the Centre fo r  Development Studies 

(CDS) Is  implementing a community p a r t ic ipa t ion  pro ject  with a 

v iew to  produce appropriate t ra in ing  materia l fo r  slum households 

as a lso  for  the community as a whole. Development A l te rnat ives  in 

Delhi i s  making innovations In mud arch itec ture  in order to cut 

down the costs  on build i- : ;  materia ls .

In short,  the v. ove descr ip t ion  c l e a r l y  -onstrates the 

e f f e c t i v e  ro le  which .'ICO- :an play as motivators • : communicators 

p a r t i c u la r l y  amongst th » communities where i t  i i f f i c u l t  for  

o f f i c i a l  agencies to rate and implement cer n innovat ive 

schemes and programmes- In the context  o f  Innovat ive housing 

f inance for  the low i. me households, the NGOs .ave indeed a 

s i g n i f i c a n t  r o l e  to  play

7.6 Basic Approach to the Model and Some Suggestions

While there are several  a l t e rn a t i v e  approaches to tackle 

the problem o f  housing f inance fo r  the low income households, i t  

would be in  o rde r  to f i r s t  s t a t e  some o f  the u n der ly in g  

assumptions w ith in  which various suggestions are proposed to be 

made.

To begin we assume that the formal f inanc ia l  sector  has 

not made any s i g n i f i c a n t  contr ibut ion to providing nousing finance 

to  the low income households excep t  perhaps where t h i s  was 

o b l i g a t o r y .  The second assumption is that  the low income 

households on th e i r  own are not able  to access loans from the 

formal f inanc ia l  sector  in the normal course e i the r  because o f  

cumbersome procedures and documentation ne !. obtain loans



from formal s e c t o r  o r  because o f  t h e i r  I n a b i l i t y  t o  s a t i s f y  

e l i g i b i l i t y  condit ions  which they consider as s e l f - d e f e a t in g  In as 

much as the chances o f  obta ining funds are ,  i f  anything,  low and 

remote. The th ird  assumption re la tes  to bypassing e x i s t in g  lo c a l  

bui ld ing byelaws/zoning requirements which are d i f f i c u l t  to comply 

with in the case o f  housing for the low income households. Further 

i t  i s  assumed the low income households m os t ly  have m ere ly  

occupancy r i . p t s  without a proper a l l  . ’.eat o f  land.

ii.) :/er, in suggesting a r ' -;n o f  housing f inance for  

LIG housing,  ve a l l o w  fo r  reasor. i  s t a b i l i t y  o f  p h y s i ca l  

structure o i n s t r u c t i o n  ( .especial !  ■ )r putting one more f l o o r  

over the gr  ~d) and f i r e  s a f e t y  cons . i t i o n s .  The households in 

our model •• ie with low, uncertain <3 v j  f luc tuat ing  incomes have 

at l eas t  s a saving p o ten t ia l  spec i f  : a l l y  for home ownership/ 

home upgra : i t  ion. F u r th e r ,  in  case th i s  sav ing  p o t e n t i a l  i s  

absent,  we osume the same can be ach ieved  through p ro v id in g  

g a i n f u l  e .p loyaent  and s k i l l  upgradat ion .  The f i n a n c i a l  

in s t i tu t ion s  :n our model would ins is t  upon high recovery even 

though the c : i l e c t i o n  c o s t s  may e v e n t u a l l y  turn  out to  be a 

s i g n i f i c a n t  p :i t  o f  t o t a l  advances.

The tiain thrust o f  our sugges:.on is  a two t i e r  approach 

wherein in  one scenar io -  which is  h i g  technology/high cost -  we 

envisage the  se t t ing  up o f  a spec: 1 i banking in s t i tu t i o n  on 

the model o f  Grameen Bank/NABARD v i t  . features appropriate to 

l o ca l  cond i t  i o n s / inst  i tu t  ions. The other w i l l  be more in the 

nature o f  providing an in t e r fa c e  with la rge  number o f  ex is t ing  

in s t i tu t i o n s ,  e . g . ,  commercial banks and HFIs on one hand and the 

informal sector/poor on the other. The structure o f  the proposed 

model is described in d e t a i l  l a t e r  in t h i s  chapter.



7.7 Issues and Probleas in  Wholesaling and R eta ilin g  o f  Saall 
Housing Loans

Our inves t iga t ion s  show that the low income households 

are genera l ly  not a va i l in g  o f  loan f a c i l i t i e s  extended by the 

formal f inancia l  system. As already indicated there are several 

reasons for th is  s i tuat ion .  F i r s t ,  and perhaps foremost is  the 

question A  providing acceptabl .o r tgage/co l la tera l .  We found 

that  sos' low income households : ; not own land or have a c lear  

t i t l e  to i t .  As is we l l  known _ formal HFIs, including the 

banks, s is t  upon formal docu ' i t ion in regard to land and 

municip.; c e r t i f i c a t i o n .  Clearl  nless a s a t i s f a c t o r y  solut ion 

to th is  roblea is found, there 1 . i t t l e  p o s s ib i l i t y  o f  the low

income juseho lds  g e t t i n g  d i r e c t l y  i n t e g r a t e d  w i th  formal 

f i n a n c i ‘.1 system^. In our descr ip t ion  o f  var ious case studies we 

pointed :ut several ways in which the issue o f  co l la tera l/mortgage 

has b e t :  tack led .  For in s ta n ce ,  DKK/Coops in Indones ia  and 

Gramee:: Bank) In Bangladesh have done away w i th  need f o r

c o l l a t e r a l .  As a lready explained, the group pressure forms the 

basis o f  e .curing the recovery o f  loans. This Is  done e s sen t ia l l y  

through borrowing c i r c l e s  (comprising o f  a minimum o f  f i v e  heads 

o f  potent Lai borrower households). This system seems to hiave 

worked well  both in Indonesia and Bangladesh. Indeed a study o f  

Grameen Bank (Bangladesh) has c la  ?d loan recovery to be almost 

98 per cent. I t  i s  worth po in ts i.j; >ut that there are very  high 

costs  associated with high recovery rates. In fa c t ,  Razia (1988), 

w h i l e  p o in t in g  out t h i s  f a c t ,  has in d ic a t e d  the high grant 

component and p ro fes s ion a l ly  operated bank branch networking. Also 

she po in ts  out much o f  the window d ress in g  done to show good 

working of  Granmeen Bank. These conclusions o f  Razia have however 

been disputed by Pro fessor  Mohd. Yunus, the Chairman o f  Grameen 

Bank.



In Ind ia ,  we c i t e d  the experience o f  SEWA and DCA where 

persona l  knowledge o f  the p r o s p e c t i v e . borrowers  and t h e i r

subsequent t r a c k  r eco rd  o f  repayment formed the b a s i s  f o r

providing loans. I t  i s  our considered judgement that as a f i r s t  

s tep  to  p r o v id in g  loans  to low income households on any 

s i g n i f i c a n t  scale  i t  is essen t ia l  that ins is tence  on fo l low ing

".raditional western cacdei f security  is dispensed with. Lt nay 

■ ; po in ted^out  that  the western aodel  o f  c o l  l a t  e r a l / a o r t g a g e  

. .visages an e f f e c t i v e  o- " i t i o n  o f  Legal system. Our dialogues 

ith b u i l d e r s ,  d e v e l o p ;  f i n a n c i e r s  and l e g a l  e xpe r t s  have 

nvinced us that even r , ;L mortgage is not always e f f e c t i v e  in 

e recovery o f  loans ma. because o f  the known complex i t ies  in 

■ . f f e c t i v e  s e r v i c i n g  o f  i j r e c l o s u r e  laws. A p o s s i b l e  v i a b l e  

i t e rn a t i v e  is  when the Tr.- ' .sfer o f  Property Act permits the sa le  

-f nortgage under dispute to a lawyer for  enforcement through the 

formal l e g a l  p rocess  on a s u i t a b l e  c o n s id e r a t i o n  o f  the s a l e  

proceeds in l i e u  o f  the HFI f i gh t ing  the case. I t  may a lso  be in 

order  to po in t  out at t h i s  stage a d i s t i n c t  m er i t  o f  the

cooperat ives  in that th is  system provides an in terna l ised  l e ga l  

process for  recovery o f  defaulted amount dispensing with much o f  

the t ime taken in  the Lower Courts in  In d ia .  Some o f  the

C oopera t iv e  Acts  in Indi. i  even permit d e l e g a t i o n  o f  a c tu a l

recovery  through b a i l i f f s  1 0  the employees o f  the cooperat ive  

f inance s o c i e t i e s  ( e . g . .  .hi State Cooperative Bank has been

delegated with the power t e f f e c t  recovery a f t e r  the award o f  a

Cooperative Tribunal througn i t s  own s t a f f  with powers as enjoyed 

by b a i l i f f s ) .  Another major requirement o f  the HFIs and Banks is 

th e i r  ins is tence  on construct ion o f  house on own land with proper 

municipal c e r t i f i c a t i o n  in regard to build ing plans. Most housing 

o f  low income households do not conform to the ex is t in g  bui ld ing  

byelaws or zoning r e ^ . ' r - its. Also in many cases the land may



not be owned by th e s e  households. Our surveys  o f  D e l h i ' s  

slum/squatter sett lements  and other ln fonaal housing on l e g a l l y  

owned land usually  termed as unauthorised Informal/ construction 

show that a la rge  proport ion o f  construction does not meet the 

m unic ipa l  requ irem ents .  Th is  c o n s t r u c t i o n  i s  not on ly  not 

e l i g i b l e  fo r  f inan ce  from formal f i n a n c i a l  s e c t o r  but I t  i s  

constant ly  haunted by the fear  o f  demolition. In th is  context i t  

would be in order to mention the kir.d o f  c o n f l i c t s  that seemed to 

e x i s t  betwr<in nat ional  goa ls  and po l i c i e s  on the one hand and 

p o l i c i e s  o f  l o ca l  bodies oh the other

; a lso  saw the existence s i tuat ions  where even for  

construct !  a on l e g a l l y  a l l o t t e d  land by competent au thor i t i e s  (as 

in the cas- o f  120 s q . f t .  p lo ts  o f  DDA, D e lh i ) ,  the ins is tence  o f  

the formal s e c t o r  banks to produce mortgage permission from 

concerned author i t ies  has been responsible f o r  holding back the 

loan. Obtaining such permission was reported to be both cumbersome 

and time consuming, and hence kept out almost every  poten t ia l  

borrower fron seeking loan from the banks. Our ta lk s  with NGOs 

operating in respec t i v e  areas a lso convinced us that the banks are 

hardly  keen to deal  w ith  such petty  loans e s p e c ia l l y  considering 

the r isks  and̂  costs  invo lved  in loan racovery. Besides the problem 

o f  c o l l e c t i o n ,  advanc ing  loans e n t a i l  l en g th y  paper work and 

documentation and permission s im i l i r  ) those app l icab le  to very  

la r g e  loans. Another important aspect in th i s  context  re la tes  to 

reconstruction in  slums/squatters settlements where no one takes 

formal municipal sanctions f o r  construction -  i r r e s p e c t i v e  o f  the 

fa c t  whether the construct ion  is  through s e l f - e f f o r t  o r  through 

o f f i c i a l  agencies entrusted with such tasks. C lea r ly  In these 

s i tuat ions  where no municipal sanctions are taken the question i s  

whether the formal i n s t i t u t i o n  - i . i  p rov ide  the funds. The 

ex i s t in g  experience is  that vh>- such housing advances have



been provided by formal sector  f inanc ia l  in s t i tu t i o n s  ( e s p e c i a l l y  

the banks),  I t  has been mainly because o f  the s i g n i f i c a n t  ro le  

played e i th e r  by an established NGO or  concerned lo ca l  au thor i t i e s  

or  l o c a l  l e v e l  network.

The re luctance o f  the banks in providing small Loans to 

LI Hs with u n ce r ta in  incomes and r i sk s  in loan r e c o v e r y  is  

u n de rs tan da b le ,  and one can t h e r e f o r e  a p p r e c ia t e  the bank 

manager's dilemma in providing such petty  loans as he h imself  is 

accountable fo r  recovery,  as we l l  as the good record o f  the bank. 

The costs  and time involved for the Banks operating on high cost 

technology are c l e a r l y  o f  low p r i o r i t y .  However, there are known 

s i tuat ions  where, in  order to meet the ta rge ts ,  the bank manager 

may be persuaded to operate such schemes^.

R e t a i l i n g  o f  small  housing loans ,  when p ro p e r l y  

conceived and t a i l o r e d  possib ly  has the chances o f  high recovery 

as indeed has been the experience o f  Grameen Bank in Bangladesh 

and HDFC in  India (although the l a t t e r  has e s s e n t i a l l y  confined 

i t s e l f  to formal s ec to r ) .  The cost o f  recovery can be brought 

down subs tan t ia l ly  i f  wholesaling is done by the formal sector  

in s t i tu t i o n s  and r e t a i l i n g  i s  done through communlty/group based 

in s t i tu t i o n s  where we saw that group/community r e s p o n s ib i l i t y  able  

to bring pressure on po ten t ia l  de fau l te rs  -  reducing the chances 

o f  lo sses  on account o f  de fau l ts  or  non-payment. The recovery 

mechanism o f  a formal sector  bank is a high cost  one as i t  has 

high overheads. Second, banks do not genera l ly  gc door to door to 

c o l l e c t  loan instalments. In case th is  i s  required, i t  adds to 

th e i r  costs .  Th ird ,  banks p re fe r  recovery on at least  a monthly 

basis  i f  not quarter ly .  With Low Income Households, frequency o f  

c o l l e c t i o n  has to be weekly, I f  noc i a i l y ,  and door to door. In 

v iew  o f  what has been s a id ,  i t  . - reasonab le  to i n f e r  tha t



r e t a i l i n g  o f  loans and I t s  recovery by formal sector ins t i tu t ions  

may not be v i a b l e ,  and consequently Innovat ive  methods w i l l  need 

to  be e v o l v e d  f o r  the purpose. In t h i s  c on tex t  we showed the 

s u p e r i o r i t y  o f  a community-based in s t i tu t i o n .

In conclusion,  I t  is  worth mentioning that Grameen Bank 

is  a high cost  option. In India,  at the national l e v e l  we have to 

f o i l  w the low cos t  o p t io n  because resources  may be a major 

consLraint. Also as has been Jeaonstrated cooperatives with as 

l a r ^  a membership as 200-300 persons are v iab le  and are a low 

cost i l t e r n a t i v e .

8. •. Framework fo r Housing F: ice System fo r Low Income
ouseholds : G. K. Link Mo- 1

In  t h i s  s e c t i o n ,  we iow propose a model o f  housing

f in  ce for  the low income households. The model is an outcome o f  

the a c t i o n  programme c u r r e n t l y  c a r r i e d  out in Delhi by the 

Punervaas. To beg in  w ith  the thought process  lead ing  to the 

eventual  development o f  the model, henceforth ca l led  G. K. Link 

Model due to Devendra Gupta and Sanat Kaul who introduced the 

c ru c ia l  concept o f  a l in k  in s t i tu t i o n  in the model, is  outl ined. 

This Is fo l lowed by presenting the main structure o f  the model and 

i t s  underlying assumptions. I.: the l i g h t  o f  the experience o f  

Punervaas a c t ion  research, we indicate  some o f  the l im ita t ion s  o f  

the aodel* The proposed mc'iei. while  incorporating a number o f

innovat ions,  considers the specLfic  needs and circumstances o f  the 

t a r g e t  group as w e l l  as e s s e n t i a l  r equ irements  o f  the formal 

sector  in s t i tu t i o n s .  The housing f inance system proposed has a l l  

the c h a r a c t e r i s t i c s  o f  a sem i- fo rm a l  housing f inance  system 

(SFHFS) s ince a number o f  requirements associated with conven



t i o n a l  f i n a n c i a l  mechanism and p rocedures  have been e i t h e r  

d ispensed  with  or m od i f i ed  to s u i t  the housing market under 

consideration.

8.1 The Background

We have seen that the formal f inanc ia l  sector  because o f  

i t s  conservat ive p o l i c i e s  has not been forthcoming to provide 

housing loans to low incoae households^. Also the LIHs, even i f  

they  are aware about the a v a i l a b i l i t y  o f  lendab le  funds from 

f i n a n c i a l  i n s t i t u t i o n s ,  a r e  g e n e r a l l y  i n h ib i t e d  from seek ing  

housing loans from them la r g e l y  due to r-?rher r e s t r i c t i v e  loan 

terms, e spec ia l l y  those r e la t in g  to c o l l a t e r a l  and downpayment 

requirements, and r i g id  repayment schedule. Besides, cumbersome 

procedures and lengthy paper work required o f  them usually  act as 

de terrent  to seeking loans.

I t  must however not be const rued  to  imply  th a t  the 

formal f inanc ia l  in s t i tu t ion s  are not keen on providing housing 

loa n s  on l i b e r a l i s e d  terms w i th  the p o s s i b i l i t y  o f  r e l a x i n g  

downpayment and c o l l a t e r a l  requirements. Lack o f  knwoledge about 

the  p r e c i s e  economic and f i n a n c i a l  c i rcum stances  o f  the  LIHs 

however acts as a barr ie r  to providing loans. The HDFC i s  perhaps 

the  o n l y  formal s e c t o r  i n s t i t u t i o n  which has at  l e a s t  made a 

serious attempt to reach the LIHs through the use o f  l o c a l  l e v e l  

network. For i  tance, in one case they have used the coopera t ive  

o f  small traders and in the other the se rv ices  o f  an NGO to obtain 

f i r s t  hand knowledge o f  the  p o t e n t i a l  borrower  househo lds  

belonging to low income groups and unorganised sector.  C lea r ly ,  

these are isolated experiments and th e i r  v i a b i l i t y  and r e p l i c a b i 

l i t y  are yet to be estab l ished.  These attempts however underl ine 

the  need f o r  some kind .•£ an i n t e r f a c e  between the formal



f in a n c ia l  sec tor  and low income/unorganised sector  households with 

a v iew to  making an impact on the process o f  in tegra t ing  LIHs with 

formal f inanc ia l  sector .  This model has c e r ta in  l im ita t ions .  They 

r e l a t e  to id en t i f y in g  lo ca l  l e v e l  networks by formal f inanc ia l  

in s t i tu t i o n s ,  im p l i c i t l y  imlying knowledge about the exis tence o f  

a l o c a l  l e v e l  network, and that these networks have e f f e c t i v e  

r a p p o r t  w i th  p o t e n t i a l  borrowers .  Here we a ls o  assume the 

i n i t i a t i v e  t come d i r e c t l y  from the f i n a n c i a l  i n s t i t u t i o n .  

C l e a r l y  i f  the LIHs are  t h e o s e l v e s  keen to  reach the formal 

sec tor ,  the - t ion ar ises  as to whether they need to go through 

a l o c a l  lev, . network whose e f f e c t i v en es s  v i s - a - v i s  the formal

sector  i n s t l .  on i s  g enera l ly  not known. Another possib le gap

in th is  model ncerns the respec t ive  ro les  which may be assigned 

to f in an c ia l  in s t i tu t i o n s  and lo ca l  l e v e l  networks in deal ing with 

v a r i o u s  formal s e c t o r  n o n - f i n a n c i a l  i n s t i t u t i o n s  in v o l v e d  at 

var ious stages o f  she l te r  provis ion.

In o rd e r  to overcome some o f  the above mentioned 

problems which formal sector  in s t i tu t ion s  encounter in id en t i fy ing  

l o c a l  l e v e l  networks w i th  e s t a b l i s h e d  c r e d i b i l i t y  amongst

p o ten t ia l  LIH borrowers i t  is  e ssen t ia l  to seek an a l te rna t ive  

model capable o f  providing an in te r fa ce  on a continuing l iasis 

beetwen the formal s e c t o r  f i n a n c i a l  i n s t i t u t i o n s  and the

unorganised loi; ncome households. I t  is  in  th is  context that we 

propose a ao-i . wherein we in t rodu ce  the concept o f  a l i n k  

in s t i t u t i o n  vhich, on one hand, is  f am i l ia r  with the functioning 

o f  formal sector  in s t i tu t i o n s ,  both f inan c ia l  amd non-f inancia l ,  

and on the o th e r  hand has c l o s e  a s s o c i a t i o n  w i th  l o c a l  l e v e l  

networks working ( o r  w i l l i n g  to work) w i th  c lu s t e r  o f  low 

income/unorganised sector  households. The l in k  in s t i tu t ion  'ns ,  

among other th ings,  the o b j e c t i v e  o f  id en t i f y in g  the potent ia l  

b ene f ic ia l  ,ad organis ing them into groups and sub-groi



p re fe ra b ly  Into  multipurpose coopera t ive  s o c i e t i e s  through the 

In s t i tu t i o n  o f  l o c a l  l e v e l  networks. The Link In s t i tu t io n  w i l l ,  

I f  considered necessary, also promote and develop v iab le  economic 

a c t i v i t i e s  In the community through t ra in in g  and s k i l l  upgradatlon 

programmes f o r  r a i s i n g  the ea rn ing  l e v e l s  (and hencce sav ing  

capac i ty )  o f  these low Income households. The Link In s t i tu t io n  is  

assumed to  have the necessary  access  and c lo u t  to dea l  with  

va r iou s  o f f i c i a l  and n o n - o f f i c i a l  a g en c ie s  to a s s i s t  In the 

p rocess  o f  f o rm a t ion  o f  c o o p e r a t i v e s  and to render  such 

a s s i s t a n c e ,  in c lu d in g  land tenure/occ  upancy r i g h t s  as would 

f a c i l i t a t e  e f f e c t i v e  in ter face .  The Link In s t i tu t io n  in our model 

is a lso  assumed to have a long term i n t e : : s t  in the community. One 

way to achieve th is  i s  by encouraging these groups/cooperatives to 

become i t s  members. An important function to be performed by the 

Link In s t i tu t i o n  r e l a t e s  to i t s  ac t ing  as a conduit fo r  providing 

information to the formal sector In s t i tu t i o n s ,  e s p e c ia l l y  the 

HFIs, about the socio-economic charac te r i s t s  o f  the prospective  

borrowers Including t h e i r  earnings, savings po ten t ia l  and repaying 

capacity .  I t  may a lso  negotiate  in securing at reasonable premium 

rates  l i f e  and genera l  insurance cover for  the households under 

group insurance/master p o l i c i e s .  An important task envisaged fo r  

the Link In s t i tu t i o n  i s  to fos te r  amongst the LIHs the habit o f  

t h r i f t  th rough r e g u l a r  c o l l e c t i o n  at  i n t e r v a l s  conven ien t  to  

savers f o r  even tua l ly  build ing up a corpus o f  funds for  providing 

temporary advances f o r  various purposes including fo r  s ta r t ing  new 

economic en te rp r is e s ,  and other short term needs. In the l a t t e r  

c a t e g o r y ,  mention may be made o f  advances to households who 

f inance part o f  t h e i r  home construction or upgradatlon usually  

through d is t r e s s  sa le  o f  assets at  a p r ice  less  than the f a i r  

market pr ice .  In order to prevent th is  to happen these funds may 

be u t i l i s e d  to prov ide  bridge loans or  short-term advances a f t e r  

pawning these assets .  S imilar ly  during prolonged i l ln e s s  or such



other episode In the fam i ly  when I t  Is  wrecked f in a n c ia l l y  and 

Incurs heavy debts, these funds can be read i ly  made a va i lab le  to 

save them from sinking Into a zone o f  permanent poverty. The 

p r inc ipa l  ro le  proposed for  the Link In s t i tu t io n  is  e s s e n t i a l l y  

th a t  o f  a f a c i l i t a t o r ,  m a in ly  in  f o s t e r i n g  l in k s  between the 

formal sector in s t i tu t i o n s  and the low income households through 

the use o f  lo ca l  l e v e l  networks. I t  has the added task o f  the 

continuously monitoring the progress o f  various a c t i v i t i e s  re la ted 

to the wel fare  including she l te r  provis ion o f  LIHs.

For ensuring cohesiveness o f  the cooperative/group i t  is 

e ssen t ia l  that the l o c a l  l e v e l  network/insti tution in tegrates  

members by bonds which would deter  them from leaving or  deserting 

the community. This can be done by ( i )  assigning a l l/any occupancy 

right/renewal r igh t  fo r  housing in favour o f  the Link In s t i tu t io n  

o r  the lo ca l  l e v e l  network; ( i i )  evolv ing saving schemes and build 

up a corpus o f  funds f o r  the in s t i tu t ion ;  and ( i l l )  by providing 

a soc ia l  secur i ty  cover l i k e  f i r e ,  the f t  and personal accident 

insurance and perhaps a lso  group l i f e  insurance, on l in e s  s imi lar  

to landless a g r icu l tu ra l  labour or IROP b en e f i c ia r i e s  as is  being 

done present ly  by the L1C.

8. 2 The G. K. Link Model

8 .2 .1  Structure o f  the Model: In the proposed model depicted in

f i gu re ,  the in t e r fa ce  between the formal sector  in s t i tu t i o n s ,  

f inan c ia l  and non - f inanc ia l , and the low income households is  

e f f e c t e d  through a l i n k  I n s t i t u t i o n  c a l l e d  Punervaas. Th is  

i n t e r f a c e  i s  ach ie v ed  in  two s ta g e s ,  b o t h  o p e r a t in g  s im u l ta 

neous ly .  In the f i r s t  s tage  o f  i n t e r f a c e ,  an NGO c a r e f u l l y  

chosen, works with the ta rge t  community o f  1 :v income households**. 

The underlying ob je c t i v e  i s  to  motivate thes households about the



s i g n i f i c a n c e  o f  q u a l i t y  o f  l i f e .  For t h i s  purpose s p e c i f i c  

programmes, such as t ra in ing  programmes f o r  s k i l l s  upgradation, 

promotion and development o f  m icro-en terpr ises ,  conducting health ,  

soc ia l  and personal hygiene and l i t e r a c y  programmes, propagation 

o f  coopera t ive  id ea ls  and formation o f  coopera t ives ,  e t c . ,  are 

planned to be in i t i a t e d  with the help o f  NGOs and other appro

p r ia te  agencies. Before the NGO begins working with the community, 

the Punervaas through app rop r ia t e  workshops and o r i e n t a t i o n  

programmes fa m i l ia r i s e s  the NGOs with the philosophy and ideal  - o f  

the movement, as w e l l  as with the p rocedura l  r e q u i r e - ;  cs 

e s sen t ia l  in  the smooth implementation o f  the programme- In t sa 

programmes var ious funct ionar ies  o f  formal sector  ins t i tu te  s, 

NGOs and representat ives  o f  ta rge t  group communities p a r t i c i ;  e; 

the aim being to provide a forum fo r  g rea te r  apprec ia t ion o f  he 

problems and constra in ts  o f  pr inc ipa l  ac tors  or  part ic ipant in 

the system, and to evo lve  mutually acceptable procedures, r n s  

and s t r a t e g i e s  f o r  improving access to housing funds from fo .-sal 

sector . The Punervaas in the proposed model has the r e s p o n s ib i l i t y  

o f  appris ing var ious formal sector  agencies o f  the problems o :  t 

low income households in  accessing housing funds and may seek c >3 

in te rven t ion  o f  var ious o f f i c i a l  and n o n - o f f i c i a l  agencies to find 

ways o f  overcoming these problems with in the o v e ra l l  framework o f  

e x i s t in g  laws o f  the land.

A key element o f  the model cons is ts  in mob i l is ing  che 

ta rge t  groups into  multi-purpose cooperat ives  with women as f i r s t
Q

s ign a to r i e s  with male members as jo in t  owners . This i s  done on 

the assumption that women are g enera l ly  superior  at repayment o f  

loans and are not e a s i l y  tempted to s e l l  o f f  t h e i r  dwell ings.  To 

expedite  the process o f  coope ra t iv isa t ion ,  the Link In s t i tu t i o n  

may a lso consider i t  prudent to prepare model byelaws acceptable  

to R eg is t ra rs  f Cooperative Soc ie t ies .  The task o f  educating and



mobil is ing the community into  a cooperat ive  and i t s  subsequent 

r e g is t ra t ion  w i l l  i n  genera l  be assigned to the se lec ted  NGOs. 

The key r o le  assigned to cooperatives in th is  model a r ises  (apart 

from performing such functions as bringing group pressures on i t s  

members to comply with various requirements),  from the fact that 

the members do not have tenur ia l  or  occupancy r i gh ts  on the land 

th ey  a r e  c u r r e n t l y  r e s id in g /  occupy ing ,  the fo rm at ion  o f  

c o o p e r a t i v e s  may he lp  in temporary occupancy r i g h t s  from the 

concerned agencies on the e x p l i c i t  understanding that the land 

would be vaca ted  when a l t e r n a t i v e  s a t i s f a c t o r y  s i t e  has been 

provided

8 2. 2 Modus O p e r a o d i :  As would be c l e a r  f r o a  F igure  7.1

Punervaas or the Link In s t i tu t io n  is  the centrep iece  o f  the model. 

S tart ing  from bottom the low income households mostly belonging 

to the in fo rm a l  s e c t o r ,  are f i r s t  exposed to NGO's who are  

se lected with great  care and caution. The NGO's, with necessary 

o r ien ta t ion  about the philosophy o f  the Punervaas movement, are 

ass igned  the task  o f  m o b i l i s in g  the LIG househo lds  in to  

multi-purpose cooperat ives .  For th i s ,  the NGO's would carry  out 

the necessary extension work o f  educating the LIG households o f  

the advantages o f  working through groups and cooperat ives .  This 

fu n c t i o n  i s  c l e a r l y  in  a d d i t i o n  to  o t h e r  normal tasks l i k e  

hea lth ,  education and hygiene which NGOs perform. The spec i f i c  

r e s p o n s i b i l i t i e s  to  be ass igned  to NGOs in  t h i s  model would 

however depend on a number o f  f a c t o r s  and may vary  from one 

community to  ano ther  depending upon l o c a l  c o n d i t i o n s  and 

socio-economic ch a r a c t e r i s t i c s  o f  these households.
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For e f f i c i e n t  functioning o f  cooperat ives  and avoiding 

( o r  a t  least  reducing) the p o s s i b i l i t y  o f  intra-group r i v a l r i e s  

w i t h i n  the communit ies ,  the  model seeks to  p ro v id e  adequate 

representat ion to the NGOs on the management o f  the cooperatives.  

I t  would be seen from the f i g u r e ,  the chosen NGOs are  

s im u l ta n eo u s ly  i n t e r - a c t i n g  with  the t a r g e t  group and w i th  

Punervaas. the Link Ins t i tu t ion .  A major purpose o f  providing 

in t e r fa c e  between the NGOs and the Link In s t i tu t io n  is to use the 

NGOs fo r  apprising the Link In s t i tu t io n  about various problems 

experiencee v the LIG households in obtaining loans from formal 

s ec to r  i n s t . :t ions.  In turn the Link In s t i tu t io n  is  to use ' i t s  

network/gco- r'f ices (as indicated in the Figure, with both formal 

s ec to r  f ine :al and non-f inancia l agencies to find mutually 

s a t i s f a c t o r y  and accep tab le  s o lu t i o n  to va r iou s  problems to 

f a c i l i t a t e  to the formal sector  f inanc ia l  sector  to advance loans 

to the LIHs.

I t  may be reemphasised that in th is  model, the ro le  o f  

the Link In s t i tu t io n  is  e s s e n t i a l l y  that o f  a f a c i l i t a t o r ,  and

provides such In te l l e c tu a l inputs as would bridge the information

gap that may ex is t  in bringing  about an e f f e c t i v e  in te r fa ce

between the  formal s e c t o r  i n s t i t u t i o n s  and the low income

households. So far  as deposit  mob i l isa t ion  and advancing housing 

l o a n s ,  e t c .  -re concerned ,  the r o l e  o f  NGOs and the Link 

In s t i tu t i o n  >'c ' .sists in lay ing  down broad s t ra teg ie s  and norms to 

deal e f f e c t i v e l y  with problems concerned with say c o l l a t e r a l s ,  

downpayment, repayment schedu le ,  munic ipa l  c e r t i f i c a t i o n  o f  

b u i l d in g  p lans ,  t i t l e  on la n d ,  e t c .  which u s u a l l y  ac t  as 

de terrents  to providing formal loans to the low income households.



As would be c l e a r  from the forego ing desc r ip t ion ,  the 

G.K. Link Model i s  based on a number o f  assumptions, and v i o l a t i o n  

o f  any o f  these would possib ly  r e s t r i c t  i t s  a p p l i c a b i l i t y .  Some 

o f  the underlying assumptions may be restated as:

1. The t a r g e t  group has the sav ing p o t e n t i a l  f o r  hone 
ownership /upgradat ion .  In s i t u a t i o n s  where t h i s  
poten t ia l  is not e x is t in g  current ly ,  the model envisages 
ra is ing  saving po ten t ia l  through s k i l l  upgradation and 
other econoaic programmes for  ga in fu l  -iployment-

2. Funds a v a i l a b i l i t y  i s  not a major constra in t .

3. While ne i ther  the poor are able to access these funds 
nor the formal sector ins t i tu t ions  are able to reach the 
target group for  var ious procedural and in s t i tu t ion a l  
reasons, there is  w i l l ingness  on the part o f  the formal 
s e c t o r  i n s t i t u t i o n s  to advance housing funds to  the 
target  groups, as w e l l  as o f  the target  groups to der ive  
b e n e f i t s  from funds a v a i l a b i l i t y  f o r  s h e l t e r  in a 
mutually acceptable f inanc ia l  environment.

4. The voluntary agencies or  the NGOs have the necessary 
commitment, m o t i v a t i o n  and i n f r a s t r u c t u r e  to work 
a c t i v e l y  in var ious tasks assigned to i t  towards the 
cause o f  she l te r  prov is ion to LIHs.

5. The 'L ink  I n s t i tu t i o n '  providing an in ter face  between 
the formal sector  agencies ( f i n a n c ia l  and non- f inanc ia l )  
and the target  groups v ia  the NGOs has the necessary 
personnel, c r e d i b i l i t y  and status to play an e f f e c t i v e  
r o l e  expected o f  i t .

6. The target  group comprises o f  persons who do not have 
( I )  acceptable she l ter  with or without l e ga l  r i gh ts  on 
the land, and ( i i )  access to housing finance. The low 
income households or the target  group in our scheme need 
not n e c e s s a r i l y  have to be s t r i c t l y  c ove red  by the 
o f f i c i a l  d e f i n i t i o n  ) f  EWS/LIG households, as indeed 
some o f  the slum d-. j lLers who are above these o f f i c i a l

: j.s



income l i m i t s ,  need a s s i s t a n c e  f o r  home ownership/ 
upgradation. However, only modest she l te r  assistance is  
envisaged in the model.

7. The model i s  e s sen t ia l l y  a low cost  option.model in the 
context  o f  meeting c red i t  needs o f  low income households 
by the HFIs.

8. The l a s t  but not the l e a s t ,  the  government and i t s  
v a r iou s  agen c ie s  have the n e c e s sa ry  commitment and 
concern f o r  the w e l f a r e  o f  the  poor ,  and w i l l i n g  to 
i n i t i a t e  such po l icy  changes/modif ications as may be 
r eq u i r ed  to implement the programme without undue 
de lays ,  e tc .

8 .2 .4 .  Features o f  the Model

For convenience and to provide focus we now summarise 

some o f  the sa l ien t  features o f  the model. These are:

1. Given I n d i a ' s  resource  c o n s t r a i n t s ,  the G. K. Model
unlike the Grameen Bank model Bangladesh which operates
on h igh  a d m in i s t r a t i v e  subs idy  through g ran ts ,  i s  
envisaged as a low cost opt ion with leas t  subsidy (and 
i f  poss ib le  no subsidy) not on ly  on account o f  interest 
charges but administrative expenses as w e l l .

2. In the proposed model recovery  o f  dues are designed to
su i t  the economic c i rcum stances  o f  low income
households. For example, the p rac t ice  o f  door to door 
c o l l e c t i o n  o f  small amounts on a dai ly/weekly basis, i f  
necessary, i s  adopted. S im i la r ly  the proposed model has 
the in b u i l t  cap ab i l i t y  o f  adopting f l e x i b l e  terms and 
condi t ions  connected with loan recovery.

3. Use o f  group pressures and coerc ion by invoking powers
c o n fe r r e d  under the a p p ro p r ia t e  a c t s  o f  c o o p e ra t i v e  
so c i e t i e s .



4. The i n b u i l t  f l e x i b i l i t y  o f  the  model to  mop up 
addit ional  savings from low income households through 
i n n o v a t i v e  n o n -con ven t ion a l  sav ing  in s t rum en ts ,  
in c lu d in g  the p r a c t i c e  o f  under tak ing  door to  door 
c o l l e c t i o n  o f  savings even in very  small amounts on a 
daily/weekly  basis.

5. The ins is tence  on c o l l a t e r a l  to be replaced by group 
pressure and group guarantees through the instrument o f  
c oope ra t iv isa t ion ,  and women, to the extent poss ib le ,  as 
members o f  cooperat ive  with the male members as second 
s ignator ies-

6. The model shal l  have c e r ta in  non-f inancia l features as 
family  planning, health ca re ,  education, e tc .

3 . 2 . 5  Summarising aod Exper ience^® :  Our e x p e r i en ce  w i th

Punervaas act ion research has opened up the p o s s i b i l i t i e s  o f  i t s  

success on < country wide sca le ,  but with su i tab le  m od i f ica t ions.  

There a r e ,  however,  c e r t a in  l e s so n s  which are worth shar ing .  

F i r s t ,  the  success  o f  the model i s  l a r g e l y  dependent on the 

commitment, experience and c a p a b i l i t y  o f  NGOs. Without t h e i r  firm 

commitment and sustained in teres t  in the community, the model is 

not l i k e l y  to achieve the desired  success. Thus the s e l e c t i o n  o f  

the NGOs should be done with utmost care. To the extent poss ib le ,  

\GOs with proven track record should be involved. Secondly, the 

Link In s t i tu t i o n  should have as i t s  members persons with necessary 

x p e r t i s e ,  v i s i o n ,  and leadership q u a l i t i e s  to insp ire  confidence 

lot merely amongst the target  groups and NGOs but a lso amongst 

var ious formal sector  in s t i tu t i o n s ,  f inan c ia l  and non- f inanc ia l .  

Further  both f i n a n c i a l  i n s t i t u t i o n s  and o f f i c i a l  a g e n c i e s

concerned d i r e c t l y  or i n d i r e c t l y  with housing programmes should 

have a p o s i t i v e  a t t i t u d e  to  e f f e c t i n g  such changes and

modi f ica t ions  as would f a c i l i t a t e  the HFI's to provide housing 

funds to low Income households- I t  may be worth emphasising the



f a c t  that the proposed model provides on ly  a broad framework and 

would need modif ications and continuous updating in the l i g h t  o f  

the experience gained over the period to suit  the spec i f ic  target  

communities.

The c o n t r ib u t i o n  o f  t h i s  model b a s i c a l l y  l i e s  in 

assigning a key role  to the Link In s t i tu t io n  which, being c lose to 

both formal and informal sectors,  helps HFIs to devise saving and 

l en d in g  instruments ap p ro p r ia t e  to the s p e c i f i c  economic and 

f inanc ia l  circumstances o f  the low income households. I t  also 

plays a major ro le  in helping remove many o f  the obstacles and 

d i s a b i l i t i e s  preventing provis ion o f  funds by the HFIs.

Given the scope o f  the present study there  are some 

important issues which have hot been adequately dea l t  with. They 

mainly r e la te  to interest rate p o l i c i e s  e s p e c ia l l y  in the context 

o f  c r o s s - s u b s i d i s a t i o n ,  and the c r i t e r i a  in choosing t a r g e t  

groups.  While NHB has i m p l i c i t l y  done away with the income 

c r i t e r i o n ,  HUDCO norms o f  assistance take into account not merely 

income but also the s ize  o f  the p lo t .

I t  would not be unfa ir  to conclude that the proposed 

model w i l l  remain a piece o f  document unless both p o l i t i c a l  and 

bureautic machinery lend th e i r  a c t i v e  cooperation at a l l  stages o f  

the implementation o f  the pro jec t .

A word o f  cau t ion .  The poor are  l i k e l y  to  be 

d i s i l lu s io n ed  by any undue delays in p ro jec t  implementation once 

i t  is  taken up -  and hence much advance preparation is  necessary 

be fore  the pro jec t  is  ac tua l ly  taken up for  implementation in the 

f i e l d .  Also success •' one or  two pockets may ra ise unduly high



e x p e c t a t i o n s  amongst s i m i l a r l y  p laced  communit ies ,  and hence 

cont inuous  d ia lo g u e  with  v a r io u s  o f f i c i a l  and n o n - o f f l c l a l  

agencies at  a l l  stages is  necessary.

9. Concluding Renarks

In conclusion it  would be in o . ' i e r  to aent i on chat we 

have not touched upon the f i s c a l  incent ive  nainly because the low 

income households are outside the tax net- -iso ,ur a t t en t i o n  i-.as 

been con f in ed  main ly  to slum d w e l l e r s  i -.d s q u a t t e r s ,  a s u a l l y  

having i r r e gu la r  and unstable incomes o f  v magnitude.  Ve have 

a ls o  on purpose avo ided any d is cu ss i  i f  t h c - i  low income 

households whose earnings are genera l ly  ular  a .id s t ab l e ,  and

t h e r e f o r e  o u ts id e  the r i sk  zone so as housing f i n a n c e

I n s t i tu t io n s  are concerned. Indeed HDr is f inancing such low 

income households as primary school teach- s In regular employment 

with the government and army jawans. Fu. :her,  housing funds are 

being advanced by HDFC to corporate sec . r  for th e i r  employees'  

housing.

In these concluding remarks we v. :ld in the context o f  

the poor a ls o  l i k e  to under l ine  the ne~d for  an in t e g r a t e d  

approach to  hous ing .  M e re ly  p r o v id in g  O-.elter s e rv e s  l i t t l e  

purpose unless supplemented by e f f o r t s  to : ; rrespondingly increase 

the a f f o r d a b i l i t y  o f  the poor by r a i s in :  th e i r  earning l e v e l s

through c rea t ing  job opportunities.  Also given the smallness i t  

loans, community-based housing f inance system has a c l e a r  edge 

over other systems e s p e c ia l l y  in the context o f  loan recovery. The 

need f o r  d e v i s i n g  f l e x i b l e  l en d in g  instruments  to su i t  the 

s p e c i f i c  circumstances and nature o f  earnings o f  most low income 

households should be kept high on the List o f  p r i o r i t i e s .  la 

regard to ra is ing  resources through household savings, «e b e l . j



that to l ink  i t  with the quantum o f  lending is neither necessary 

nor des irab le ,  f i r s t ,  despite a l l  what we have said e a r l i e r  in the 

main body o f  the text  i t  is an expensive proposit ion and may 

unduly ra is e  the c o s t s  o f  funds, and second ly  the household 

savings may indeed be not adequate to meet the housing finance 

needs o f  the poor. Therefore ,  i t  may be desirable  to g i v e  due 

emphasis at ra is ing  resources from cap i ta l  markets or  e lse  r e ly  on 

government funds. Ue are not suggesting that saving habit need 

not be Inculcated amongst the poor -  indeed a l l  through our text  

we have emphasised th is  aspect. Our emphasis should be more on 

ensuring fu l l e s t  recovery even i f  th is  Implies high c o l l e c t i o n  

c o s t s  as the w r i t i n g  o f f  loans or amnest ies  o f  any sort  w i l l  

c l e a r l y  have demoralising influence on the more honest loanees. In 

th is  context , mention o f  Bangladesh experience o f  Grameen Banks 

where the r o le  o f  women and integrat ing  she l te r  s trategy  with 

measures to improve economic condit ions o f  the poor may be made 

where genera l ly  loan recovery rates are reported to be almost 

c lose to 98 per cent.

F i n a l l y ,  i n  the c o n te x t  o f  the poor ,  loans  f o r  

upgradatlon o f  housing are Important, and any system o f  housing 

f inance should encourage suc{i loans. Bridge loans should also be 

provided to the poor to save them from l iqu ida t ing  th e i r  assets 

movable/immovable at a p r ice  less  than f a i r  market value. This is 

par t i cu la r ly  c ruc ia l  in  the case o f  migrants who, in  order to own 

a house, would not hes i ta te  to l iqu ida te  th e i r  assets back at home 

in  rural areas at a p r ice  lower than what they can fetch in a 

normal s ituat ion.  In th is  context  i t  would be in order to mention 

that a large  part o f  the savings o f  the poor i s  not in cash but in 

assets  such as jewe l le ry ,  e t c . , and hence the need to ensure a 

f a i r  pr ice  o f  assets.



We may add that we are not in favour o f  s e t t ing  up a new 

Housing Finance agency for  the low income households as has been 

suggested sometimes since the ex is t in g  HFIs w i l l  in due course 

build up expert ise  to undertake th is  task. Instent we suggest a 

consortium approach wherein the various HFIs and other f inanc ia l  

ins t i tu t ions  in teres ted  in LIH housing would pool th e i r  resources, 

f inanc ia l  and physica l,  and evolve  a common strategy .  In th is  

poo l,  contr ibut ions in the form o f  l e v i e s  on housing loans from 

the a f f lu en t  should also form an important in teg ra l  part.  This 

can partly  provide cushion or  guarantees against de fau l ts .  'Th is  

is  p a r t i cu la r ly  c r u c i a l '  from the viewpoint o f  v i a b i l i t y  since 

they have the capac i ty  to in t e rn a l i s e  any subsidies that may be 

needed for  the purpose.

Another option i s  the use o f  l o ca l  l e v e l  networks. The 

HDFC promoted GRUH reaches out to l o ca l  l e v e l  networks including 

the NGOs to administer and disseminate housing f inance,  and these 

networks in turn are reported to have "p o s i t i v e  incent ives  to 

u t i l i s e  GRUH's f inanc ia l  s e rv ic es " .  The Punervaas act ing  as a 

l in k  in s t i tu t i o n  to provide dual in t e r fa ce  between NGOs and low 

income households and between NGOs and formal sector  in s t i tu t ion s ,  

f inanc ia l  and non- f inan c ia l  -  in  our judgement i s  an option worth 

experimenting with on a la rge  scale  to contr ibute to housing and 

housing f inance needs o f  the low income households.

The proposed G. K. Model is  c l e a r l y  a t en ta t i v e  one, and 

would require thorough scrut iny and debate before  i t  i s  adopted on 

a wider scale-



Notes

1. I t  is  worth pointing out that HUDCO cannot be c l a s s i f i e d  
as a conventional HFI. I t s  en t i r e  lending operations 
a r e  based on guarantees  from S ta t e  governments and 
banks, and as such without r isks  unl ike the conventional 
HFIs.

2. Discussing the Housing for  the Poor, the NCU rae:v: ions
the need for  the es tab l ishm en t  o f  a s p e c i f i c  : : > t i -  
tu t iona l  mechanism for  providing poor household ; ith
grea te r  access to a f fo rdab le  loans and es tab l i  ing,
w i th  the he lp  o f  v o lu n ta r y  o r g a n i s a t i o n s ,  l i "  j. jes  
between the formal .;r.d informal sector. I t  goes ■ to
recognise the need ; j r  devis ing lending mechanic for
the poor su it ing  the i r  i r regu la r  incoae and incr ;  ~."al
build ing methods.

3. D ea l ing  w i th  housing f in a n c e ,  the NHP has on the
fo l lowing to say about housing for the LIG. "Th role
o f  HUDCO w i l l  be strengthened f o r  dealing com: • :-.en-
s i v e l y  with Weaker Section and low income groups . both 
rural and urban areas". The NHP further  states ” • .using 
Programmes based on subsidy imply an uneconomic : je  o f  
scarce resources. They a lso lead to inequit ies  imong
the poor ,  and have an adverse  e f f e c t  on l e a n in g  
programmes. These programmes w i l l  t h e r e f o r e  oe 
p rogress ive ly  substituted by su i tab le  loan-cum-sub idy 
programmes dev is ed  to o p t im is e  the use o f  sc : rce 
resources on an equitable  bas is " .

4. One o f  the businesses permitted by the National Housing 
Bank Act to the NHB is  ' f o rm u la t ing  one or more schemes 
f o r  the e con o m ica l l y  weaker s e c t i o n s  o f  the s o c i e t y  
which may be subsidised by the Central Government or m y  
State or  any other source ' .

5. In some cases  where land is  owned, r e s i d e n t i a l  
construction upon i t  may not be permissible under the 
zoning laws.

6. Ir. some cases o f  housing loans for  SC/ST the Government
guarantees 75 per cent o f  the loan. This is  a dis incen- 
t :  to  the bankers to r e c o ve r  loans  as the e f f o r t
ir.v ived in th e i r  recovery would be d isproport ioa. i te ly
hi..



I t  may be In te r es t in g  to point out that the commercial 
banks which have s u b s ta n t i a l  funds f o r  housing o f  
scheduled castes/scheduled t r ibes  (under Rs 5,000) do 
not make any serious e f f o r t  to recover these loans as a 
la r g e  percentage o f  d e fau l ts  (almost 75 per cent o f  the 
p r inc ipa l  amount) ca r ry  government guarantees.

An NGO may a l r e a d y  be o p e ra t in g  w i th  a p a r t i c u l a r  
community adopted by Punervaas for she l te r  upgradation, 
etc . NGOs usually  vork with such communities in the 
areas o f  hea l th ,  h v ;  -ae and l i t e ra c y .

This i s  not always j s s ib le .  The endeavour however 
to have as many wecK-" members as possible. j way o f
en forc ing  th is  i s  g i v e  p r i o r i t y  to LIH nunities
agreeing to accept; the pr inc ip le  o f  woct is f i r s t
s ignato r ies .

For a f l a v o u r  o Punervaas modus o p e r .  . i , see
Appendices I and I I  j th i s  chapter.
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PUNERVAAS
A H A B I T A T  M O V E M E N T  O E L H IC O -O P

H O U S IN C  FI 
S O C IE T Y  I

THROUGH SETTING UP COM M UNITY  
BASED FINANCIAL INSTITUTIONS

“The most demanding of the urban challenges, unquestionably, is th< 
challenge posed by poverty : the challenge of reducing exploitation! relieving 
misery and creating more hurpan conditions for wo.'* r g living and growth fo 
those disadvantaged people who have already r r : :•= :-e  cty their heme or are 
in the process of doing so. The task of adequately e j-in g , educating, housinc 
and employing a large and rapidly growing number c* -nder-rourisned semH 
iterate. semi-swled, under-empioyed and impoveris " id  city dweHers living or 
pavements, in poorly serviced chawlS, in u n h y g if c s'uirs. n illegal anc 
squatters' colonies and in other forms of degraded a r : r. adec _ 2:9 settlements 
and struggling to make a living frcm low paying and i_ ~:abie occupations, is the 
challenge facing Indian planners.

2. If the present trends persist in the coming dec • Jes. the urban landscape 
will continue to mirror even more galringly, the ills a ■ z contradictions of Indian 
society today : economic disparties, social inequali: :-s. cultural alienation and 
increasing deprivation for a large number of its pecc;e. in the cities, there will 
be more skyscrappers and in them more spacious a~d luxurious apartments for 
a privileged few ; at the same time the number of those '.vro squat in squalor and 
drink from the drains will also increase. The poor and the unskilled from the rural 
areas will continue to flock to big cities in the the of. employment and a 
better life, only to add to the growing number of urerrc eyed and cause futher 
deterioration in the quality of city life.

3. There is a considerable body of evidence to s^cw that the growth path 
selected by India has not led the poorest sections of population to better living 
standards nor has it led to a reduction of inequalities in any visible manner. The 
share of the poorest 30 per cent in the consumer expenditure has remained 
nearly stagnantduring the period 1958-78. It is paradoxical that thisshould have 
happended despite the annual average rise of income by 3.5 per cent “

- Report of the National Commission on Urbanisation

THE OBJECTIVE

4. Punervaas is a habitat movement which endeavours to bring together 
Slum Authorities, Co-operatives, N.G.Cs and Financial institutions with the 
basic objective that the poorest of the pcor m our cities would help themselves 
in improving their living conditions. It is proposed that Punervaas would act as 
catalyst in ihe process of formation of m^lti-purpose cooperatives of srr.a.!

O E L H I C O O P E R A T IV E  H O U S IN C  F IN A N C E  S O C IE T Y  LT D .
YM CA  C L  I r U R A l C E N T R E  C U M  LIB R A R Y. H J i I  )A i )  NJflU rtCLUl^ I in n n i rc i > » i



clusters of Slum Dwellers with the help of N.Q.Os. It would help improve upon their economic 
condition and habitat collectively through environmental imrpovement and individually by facilitat
ing obtaining loans through the cooperatives from concerned agencies. Further, it proposes to help 
the cooperative to draw up its plans for its habitation and income imrpovement activities so that the 
members are able to build their own habitat on the basis of self-help and collective efforts and 
improve upon their incomes. With this they would also improve their repayment capacities. 
Attempts will also be made to ensure that the maintenance of the so formed cooperative habitat 
is carried out by the cooperatives themselves. Education in terms of knowledge of cccceratives,, 
social hygiene and health, etc. will also be provided with the help of N.G.Os, Cooperative '-aming 
institutes and concerned developmental agencies cf the Government. Technical e c u :: - on for 
developing certain skills could also be imparted thrcugn the cooperatives.

5. At the National Policy level, from Slum eraccat.cn and removal, the policy has r : ..  :~':ted
to slum improvement as and when possible. Otherv. se s r:,,:rg to an alternative site .rt: :tsize
cf at least 30 sq.mtr. is required (with built-up accc -  nocat'on on not 'ess than. 10 sq.~ : The 
Urban Basic Service ^ B S ) programme, which has a Central budget a^otment of Rs.2 . :rores 
covering 200 towns includes Environmental improvement of Slums EiS). The UBS .o'ves 
participative role and as pointed out by the Report of the U^ban Commtss cn a National P r: amme 
can not be mounted unless "an institutional frame-work, broad and strong enough to brir : ..tizens 
and serving agencies together to pool their resources and work in cooperation is cr ::ed for 
achievement of what are essentially common goods.” Punervaas is one such attempt. Ir idition, 
the New Deal for the Poor' as recommended by NCH provides for a thirteen points pa:-age ‘or 

implementation in the 8th and 9th Plan period for intervention in (i) income and emplc,. ~ s ,'t. ;ii) 
basic services (iii) shelter (iv) public distribution, (v) social security and (vi) NGO Sector. It e ~ v  s  iges 
an investment of Rs. 10.750/- crores over 5 years and includes a sum of Rs.6.00C/- cr: is :: be 
advanced through re-lending priorities of the financial Institutions.

FINANCINGLOW INCOMEHOUSINGTHROUGHCOMMUNITY BASED FINANCIAL  
INSTITUTIONS.

6. "Reconciling the requirements of housing finance institution with the requirement :f >ow 
income groups for access to affordable loans raises the question of how financial services :an be 
adopted to requirements of the incremental construction process through which the majority cf low 
income households build their houses. Community Based Finance Institutions (CBFI) are another 
approach to the introduction of formal loan arrangements in the informal housing sector." - G'cbal 
Report on Human Settlement 1986 (HABITAT). The Report of the High Level Group of RBI on the 
proposal to set up a National Housing Bank submitted in February 1987 stated that “Absence of 
decentralised housing finance and delivery points is the biggest weakness of the existing rousing 
finance system. The only local level institutions at oresent operating are primary reusing 
cooperative societies." Punervaas institutional model can provide such a community level financial 
system which can help the financial institutions locate an ntermediary link institu tion and also reach 
the poorest of the poor. However, it would be the endeavour of Punervaas to stress upcn the 
cooperatives so formed to use their judgement in fix g affordability criteria in giving loans.

SEMI FORMAL FINANCE: THRIFT ANDCREDIT

7. "Several approaches have been tried to ov :: " s  the limitations of informal finance for the



non-cooperate sector - many government programmes of direct, low cost lending have experi
enced serious difficulties. Two types o- le nfling arrangements, which fall in the grey area between 
informal and formal finance, offer some promise. These are groups lending scheme and 
cooperative financial institutions, which can be found the world over" World Development Report 
1989 * It is generally believed that people in the informal sector live hand to mouth and have very 
low affordability limits for loans. However, some new research into these pockets have shown that 
slums need not be ‘Slums of Despair' but could be ‘Slum of Hope’ and savings potential does exist 
in these pockets provided community based financial institutions are properly organised. There are 
many case studies available from various parts of the third world where such institutions have been 
organised with success. This is. of cc 'se. not to say that there is no debt problem in these areas, 
which is also generally quite high. P . * s^vaas also aims to build up a financial structure of thrift and 
credit so that small savings are rrc: 3rd  and small business loans fcr self-employed are given. 
It is proposed that all members of the co-operative will contribute a corr pulsory 'Deposit' of Rs.15/ 
per month which could be w " d ra *  ~ under Special Circumstances as prescribed inthebye-laws 
anci «ill need the approval o‘ * = m anaging committee. This is to imbibe habit of thrift.

OTHER SCHEMES

8. There are a number of technical education, skill promotors schemes of the Go/t. which are 
providing free or subsidized services like the Environmental Improvement Scheme. Urban Basic 
Services Schemes. Family Welfare Scheme. Small Loan Programmes, Self Employment 
Porgramme for Urban Poor (SEPUP). It would be unfair to expect the cwest strata of the society 
to meet all the cost of its habitat improvement when government c'ovides free of cost or at 
subsidized rates to others. It is. therefore, proposed that Punervaas <• suld take advantage of all 
such programmes for the habitat/iK € lihood improvment. arrange sof* : 3ns, as far as possible and 
thereafter only go in for market oriented loans, if considered necessar.

COLLECTION MECHANISM.

3. Affordability criteria has to r e v o l v e d  with due care as it :r crucial to a good recovery 
system. However, in a situation of ~rmal sector occupations, it is necessry that cost recovery 
systems are made flexible to suit t" . oquirements of the members. F-rstly, frequency of recovery 
becomes an important item. F-eq jen: collection perhaps even on a ~3ily basis will be required so 
that people who earn on a da ir os? s ao not fritter away their earnings Secondly, the people have 
to be made aware of their loan ct>. gations and penalities. While penal interest can be charged in 
default, powers to remit should rest in the co-operative Managing Committee for those who have 
had a tragedy like death. These could be specified in the bye-laws. It has also been felt that 
incentives to pay on time, like discount provided on electricity bill, could play a more positive role 
rather than penal interest. Further, additional loans could be considered for those with proven 
previous track record of repayment as is being done in the Grameen Bank of Bangladesh. Cost 
of recovery is an improtant aspect of any financial institution. While close monitoring of recovery 
becomes important, the costs involved will have to be kept to barest minimum.

OTHER ACTIVITIES

10 . It would be the endeavour of Punervaas to also help each co-operative organise its 
collective business activity which will help all its members. For example each co-operative could



run its own consumer store alongwith a Fair Price Shop. Further, maintenance would be an 
important aspect of the cooperative activity. It is proposed that an amount of Rs.25 per month would 
be levied on each households by the cooperative to provide street lights, water, drainage and some 
social security.

SPECIAL ROLE FOR WOMEN

1 1 . One of the features of the Punervaas movement is the pivotal role being assigned to women 
in the schemes. In view of this the endeavour will be to enrol women as primary members of the 
cooperative followed by their husbands as joint member. This will, it is hoped, ensure better 
repayment of loan as we ss reduce the risk of change of hand of the property mainly because 
women are found to be rr .ch better at both repayment of loans and retention of property. In this 
connection, we have the e = ample of SEWA Co-operative Bank of Ahmedabad where only women 
are rr ac  ̂-nembers and the have achieved a high degree of recoveries.

PUNERVAAS AND NATIONAL POLICIES

12 . P . *ervaas movement is in total consonance with the underlying objectives and prorities 
as laid down in the National Housing Policy and in conformity with the New Deal for the Poor as 
envisaged in the report of the National Commission on Urbanisation-Punervaas has also drafted 
model bye-laws to facilitate the formation of multi-purpose cooperatives.

PUNERVAAS AND N.G.Os

13. A salient feature of these bye-laws is the role assigned to the N.G.Os in not only helping 
motivate the slum cluster to form cooperatives, but also in its management. This will be effected 
by a provision that will enable the Registrar. Co-operative Societies to nominate four members in 
consultation with Commissicr.er (Slums) to the managing committee. This will enable the N.G.O’s 
continuity in hs-n^g a part cular cluster and also give them a formal role in the management. 
Disputes, if any, between me ~>bers of the cooperative will be settled by the Registrar. Cooperative 
Societies as per the State C o : perative Act. It is hoped that each N.G.O. will continue its association 
with a Slum cluster for at least abcut 5 years.

MORTGAGE AND SECURITY AND COLLECTION

14. Since financing the poor for shelter or for economic activities has severe limitations, as the 
existing financing institutions are unable to release funds without proper mortgage and security, 
it is the endeavour of Punervaas. to draw upon its goodwill and strength to provide the appropriate 
atmosphere to enable the formal institution to lend its funds to the lowest strata of the society. 
Financial interrr9«iiation in terms of a community based institution becomes necessary to interface 
with ihe fasting <. ^ar sec financial sector and Punervaas hopes to help provide such e 'ink by 
arrarguij cover s "...My mortgage/surety of an acceptable kind. Attempts would be trade to 
arrange terurial rg r:  over to land under occupation in favour of the cooperative after a new ayout 
has teen  ra.vn  ,o ’ oh  ̂?rerally reduces to area of occupation, in case this is not possible, 
atten'cio •: jrranq.j - ; x  • ■ :. ' ghts for the cooperative till alternative s«te allotted. This could be 
usee =scc atera' -  :*g  v; -  .-covery of loans is also a issue which requires special handling and 
recover/ -ethods eona - -5  need to be modified from those of the existing formal f rancial



institution to suit the requirements of people working in informal sector. Frequent recovery by th< 
Stum Co-operatives will be encouraged in this connection each cooperative will have to have in 
house collection system which is both effective and accessible. However, taking jpto account the 
erratic nature of informal sector occupations, some innovation in the system of recovery will have 
to be brought in at the level of the co-operatives. Experiences of similar attempts at collection by 
the Grameen Bank in Bangladesh and SEWA Cooperative Bank in Ahmedabad will be kept in mind.

RECOVERY & FORECLOSURE

15. The model bye-laws provide for effective recovery, group pressure and foreclosure. One 
of the innovations which needs to De emphasised is the group pressure which will operate on 
delayed repayment. Delayed payment could disqualify the member from voting right as well as will 
automatically suspend him/her from the executive commitee in case he/she happens to be a 
m«nber. individual electric conner :n could also be linked up with proper payment and it would 
be r-andatory for the cooperative : deny electricity to a defaulter. Foreclosure procedure, as 
prt. ded in the Cooperative Act, wc _ d be strictly followed in case of default beyond 6 months. As 
the Cooperative Act provides for its : ■ n arbitration and recovery mechanism, it is likely to be more 
efft ent than the Court.

SOCIAL SECURITY & INSURANCE

16. One of the aims of Punervaas is to provide social security for members of each cooperative. 
Atfnepts would be made to provide Group Insurance for life, fire, theft, etc. Punervaas will take up 
this issue wth L.I.C/G.I.C. Each cooperative could also have its own funds like education and 
medical f unc out of the profits of its economic activity.

DISSEMINATION OF INFORMATION

17. Lack of information is one of the major issues concerning poor. In almost every study there 
is evidence that lack of awareness and information by the poor is most regressive aspect of a 
programme. The National Institute of Urban Affairs, in their study of ‘Urban Poverty’ - Study of 
Perception has stated.

The result of this Study......ha^ confirmed for instance, the nagging fears that perception
o1 different population groups are different on several critical aspect of poverty. The study has 
uncovered a high level of ignorance about various poverty alleviation programme, with level of 
ignorance higher particularly among those who are expected to benefit from them. It speaks of the 
failure of the implementing agencies to adequately publicise the programme in the right manner. 
There is a consensus amongst different categories of respondents with regard to the problems of 
the poor. Almost two-third of the respondents have confirmed the widely held view that the main 
problems of the poor are related to incomes, employment, shelter and basic services: with income 
and employment being listed at the top of the problem”. Punervaas intends to keep its members 
fully informed through dissemination of information through the cooperative network.

THE MONITORING COMMITTEE

18. The activities of the Pur orvaas and its affiliates are monitored by a Committee consisting



of the innovators and the NGOs besides speical invitees, if any, which meets at frequent intervals 
and sorts out issues with the NGOs. Punervaas has already taken up the following slum areas of 
Delhi where it is planned to help the slum dwellers to help themselves into multi-purpose 
cooperative societies (absentee occupants will be excluded) and help them in obtaining necessary 
assistance npersuance of the basic objectives of Punervaas movement.

19. Punervaas will continue to add new slums clusre's to its list of activities. Punervaas also 
proposes to extend its activities to other towns and c ite s 2nd is in the process of locating suitable 
local persons/points for the purpose.

Sr. No.

1.

Name of NGO  
and Address

ASHA 
B6/94(FF) 
Safdarjung 
Enclave, 
New Delhi.

Location of 
Slum Cluster

EktaVihar 
Sector-6 
R.K.Puram 
New Delhi.

' i neof  
-aniser

No.of
households

1 Mrs.)Kiran 
Vanin

418

TACET 
40,Tuglaka- 
bad, TACET 
Academy, Instl. 
Area,
New Delhi.

Raghubeer
Nagar.
New Delhi

Dr. Pearl 
Drego

1120
(Appx.)

JAGRAN 
E-7/10-B  
VasantVihar 
New Delhi

Alakhnanda 
Kalkaji 
New Delhi

V'3.  Aunojona 
R:y

1200
(Appx.)

All India 
Centre for 
Urban & Rural 
Dev.5,BhaiVeer 
Singh Marg,
New Delhi.

R.K.Puram  
New Delhi

N'rs.Pritam
Arora

1100
(Appx.)
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H O U S IN G
S O C IE T

REVISED SCHEME OF PUNERVAAS FOR ALL ROUND DEVELO 
MENT OF SLUM DEWELLERS THROUGH THE INSTITUTION 0  

MULTI PURPOSE COOPERATIVES

C.S. may kindly recall discussions held with him on 18th August 1989, regard 
organisation of slum clusters in Delhi through PUNERVAAS. Based on the discussk 
,we have revised our approach and philosophy and have prepared a brief note on il 
copy of which is placed below. We have now proposed to convert each jhuggi clus 
into a Multi-purpose Cooperative which will lay stress on all round integrated devek 
ment including U.B.S. scheme rather than only shelter needs. The emphasis has m 
shifted to building up a sound thrift and credit base for overall socio-economic devek 
ment. The objective would be to set up a community based local financial institute 
which will cater to the financial needs in all respects including small business loans 
well as supplimentary shelter upgradation loan. This approach is now based or 
detailed interaction with Chief Secretary, Delhi Administration, Vice Chairman, D.D. 
andtheChairman, HUDCO.
It is also proposed to provide a social security cover through master policies with L.I.C 
G.I.C. Discussions with these two institutions are already at an advanced stage, ai 
we are in the process of negotiating an acceptable premium. Preliminary results appe 
to be encouraging.
The role of women is being emphasised and it is proposed to make each married worn; 
the primary member of the Slum Dwellers Cooperative Multi-purpose Society.
We have proposed that each household will contribute about Rs.50/- per month to U 
cooperative forthe following purposes-
1. Maintenance Fund, which will include water,

electricity, sanitation etc Rs. 25.00
2 Licence fee and

insurance premium Rs. 10.00
(General and Group)

3 Compulsory Deposit* Rs. 15.00
Total Rs. 50.00

s s s s a s s a s s s

*With a view to forming the corpus of each society a Compulsory Deposit scheme of Ri 
15/- per month for each member has also been proposed.
Over and above this Punervaas/Slum Wing will arrange with Banks/HUDCOandothe 
financial agencies for low interest loans (currently Rs.5000/- at 4%). The collection o 
these loans will be the responsibility of each cooperative and will be closely monitoret 
by Punervaas/Slum Wing.
Now, on the objective would be to coordinate various resources available unde 
different sectors to offer them timely and efficiently and also integrate them tor optimum 
utilization forweaker section communities integrated development.
Punervaas needs your personal intimate involvement in this THRUST.
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In the preparat ion o f  th is  report ,  we have mainly r e l i e d  

on the annual reports  o f  various government and non-government 

agencies ( c i t e d  in the b ib l iography) .  The other major documents 

used in the study are :  Report o f  the Na t iona l  Commission on

urbanisat ion, National ousing Po l icy  (May, 1958), and c i rcu la rs  

of  National Housing Bar.<.

The survey  epo r ts  o f  N a t ion a l  Sample Survey 

Organisation (NSSO) es~. l a l l y  var ious issues o f  Sarvekshana, and 

the w h i l e  papers  on : iona l  Accounts issued by the Cen tra l

S t a t i s t i c a l  Organisation (CSO), the Reports o f  AIDIS, "Reports '  on

Currency and Finance” an trinual publ icat ion o f  the Reserve Bank o f

India, 'Economic Survey'  published annually by the Department o f  

Economic A f f a i r s  (Vo l .  I )  issued by the Centre for  Monitoring 

Indian Economy con s t i tu te  the basic sources o f  information o f  

: u l l in g  out data on Indian economy.

So fa r  as case studies are concerned, we have r e l i e d  on 

information already ava i lab le  with the concerned f i e l d  agencies. 

They have in some cases been supplemented by personal v i s i t s  to

the pro jec ts .

Most in f o rm a t io n s  used in the country  s tudy  have 

o f f i c i a l  a c c e p t a b i l i t y ,  except where s p e c i f i c a l l y  mentioned. One 

□a jo r  gap i s  that data on various items do not always r e la t e  to 

same time per iod,  and hence v i t e a t in g  comparabil i ty . But th is  in 

our judgement would not a l t e r  or  modify the analysis-



F in a l l y ,  very  l i t t l e  information is  a va i lab le  on ^ v in g s  

behaviour o f  informal sector  households as well  as on informal 

housing f inance, and whatever is a v a i l a b l e ,  i t  r e la tes  to small 

groups, consequently genera l i sa t ions  become d i f f i c u l t .
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