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CHAPTER - 3

GOVERNMENT INITIATIVES IN HOUSING

National Housing and Habitat Policy

3.1 The National Housing and Habitat Policy (NHHP) enunciated in 1998 had
envisioned eradication of houselessness, improvement in housing conditions of
the inadequately housed people and providing a minimum level of basic services
and amenities to all. The Policy recognised the role of various agencies like Central
and State Governments, Co-operative Sectors, Communities and Non-Governmental
Organisations, Private Sector etc. at different levels. The NHHP stressed on a major
shift in Government’s role from being a provider to a facilitator. The new Housing
Policy is under consideration of the Government of India (GoI).

3.2 The central theme of the policy was to enable strong public-private
partnerships for tackling housing and infrastructure related problems. The
Government is providing fiscal concessions, supporting legal and regulatory
reforms and is engaged in creating a healthy environment for housing. The Private
and  Co-operative Sectors are expected to come forward in partnership to tackle
the problem of housing shortage in a collective endeavour. Some of the important
initiatives undertaken by Government for urban and rural housing development
are discussed below.

Initiatives in Urban and Rural Housing

Two Million Housing Programme

3.3 The National Agenda for Governance focuses on ‘Housing for All’ as a
priority theme, with particular stress on needs of the economically weaker sections
and low-income group people. The two million housing programme (2MHP)
envisages facilitating construction of 2 million additional housing units every year.
Of these, 0.7 million units are to be taken up for construction in urban areas and 1.3
million units in rural areas. Target of financing 0.4 million housing units in urban
areas and 0.6 million units in rural areas per annum has to be met by HUDCO. The
Housing Finance Companies (HFCs) registered with NHB and Public Sector Banks
(PSBs) have to meet a target of 0.2 million units per annum and the Co-operative
Sector has been allocated a yearly target of 0.1 million units, in the urban areas
under this programme.

3.4 The progress under 2 MHP since its inception in 1998-99 till 2003-04 achieved
by the implementing agencies is presented in Table 3.1. In the first year of this
scheme, only 72 percent of the target of 2 million housing units was achieved. This
achievement has increased to about 82 percent during the year 2003-04. Hence,
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there was a shortfall of about 18 percent during 2003-04. The annual target of
sanctioning 2 million housing units has not been achieved in any year since
inception. The overall cumulative achievement has been about 74.8 per cent. The
annual achievement ranges from 63.3 per cent in 2001-02 to 82.1 per cent in 2003-04.

Table 3.1: Progress of 2 MHP in Urban & Rural Areas

(Rs. crore)

Item 1998-99 1999-00 2000-01 2001-02 2002-03 2003-04 Total

HUDCO (Urban)

Dwelling Units Sanctioned 430399 460218 470881 401078 459969 427443 2649988

Amount Sanctioned 1193.25 1159.11 578.87 450.48 2792.91 685.77 6860.39

HUDCO (Rural)

Dwelling Units Sanctioned 634638 654050 732131 333113 413078 542428 3309438

Amount Sanctioned 697.42 933.89 643.33 494.39 494.38 590.91 3854.32

Housing Finance Companies (HFCs)

Dwelling Units Sanctioned 153932 135035 171496 262991 259772 291955 1275181

Amount Sanctioned 5032.69 3583.64 4587.30 7420.89 7433.21 11548.78 39606.51

Public Sector Banks

Dwelling Units Sanctioned 39739 91460 162240 195624 377319 329376 1195758

Amount Sanctioned 1090.36 2055.75 4284.36 5449.23 11715.50 10942.57 35537.77

Co-operative Sector (Urban)

Dwelling Units Sanctioned 174944 88218 80899 73659 73461 50000 541181

Amount Sanctioned 1205.88 1240.86 1367.72 1392.90 1287.09 550.00 7044.45

Total

Dwelling Units Sanctioned 1433652 1428981 1617647 1266465 1583599 1641202 8971546

Amount Sanctioned 9219.60 8973.25 11461.58 15207.89 23723.09 24318.03 92903.44

% of the Dwelling Units 71.7 71.4 80.9 63.3 79.2 82.1 74.8
Sanctioned*
Source - Computed from Annual Report 2003-04 of Ministry of Urban Development & Poverty Alleviation,
Government of India
* Against the target of 2 Million

3.5 The primary responsibility for fulfilling the targets in physical terms depends
on the State Governments. HUDCO and other financing agencies ensure the
availability of funds in the form of loans. Therefore, the success of the scheme
largely depends on the co-ordination among the agencies of the Sate Governments
responsible for taking up of various housing schemes. In order to achieve this
target, Housing Co-operative Societies and private sector will have to participate
in a big way. For this a favourable environment is required to be created by the
State Governments in the form of legal, administrative and fiscal reforms.
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Twenty Point Programme
3.6 The 20 Point Programme envisages the nation’s commitment to eradicate
poverty, reduce income disparity and socio-economic inequalities and also to
provide basic amenities, including housing, for improving the quality of life of the
poor and other weaker sections of society.

3.7 The 20 Point programme introduced by the GoI included – Economically
Weaker Section (EWS) Housing, Low Income Group (LIG) Housing and
Environment Improvement of Urban Slums (EIUS) under the category of housing
sector.

Economically Weaker Section Housing

3.8 Investments for EWS housing are made by the State Governments through
provisions made under their plans. This is supplemented by the loans through
institutional finance. Refinance is also available from the NHB to States, HUDCO,
Co-operatives and other Organisations involved in construction of EWS housing.

3.9 During 2003-04, about 50,653 dwelling units were constructed upto January
2004, against the annual target of 58,241 dwelling units (Chart 3.1).

Low Income Group Housing
3.10 This is a long-term scheme and is
being implemented by the State
Governments through Housing Boards
and Housing Departments. Against the
annual target of 6,847 dwelling units, 7,565
dwelling units were constructed by
January 2004 in 2003-04 (Chart 3.1).

Environment Improvement of Urban Slums
3.11 The objective of the scheme is to
ensure environmental improvement of
urban slums by extending basic
infrastructure in the peripheral dwelling
units. Promotion of environmental
improvement is undertaken by providing
the basic amenities like water supply,
sewer-open drains, storm water drains,
community baths and latrines, widening
and paving of existing pathways, street
lighting and other community facilities to
slum dwellers. By January 2004, about 3.6
million persons were covered under this
scheme, against the target of 3.7 million persons in 2003-04 (Chart 3.2).
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Initiatives in Urban Housing

Valmiki Ambedkar Awas Yojana

3.12 The centrally sponsored Valmiki
Ambedkar Awas Yojana (VAMBAY) was
introduced in 2001 with a view to
enhancing the housing conditions of the
urban slum dwellers living below
poverty line without adequate shelter.
The primary objective is to facilitate the
construction and upgradation of the
dwelling units of the urban slum dwellers and to provide healthy urban
environment through construction of community toilets under Nirmal Bharat
Abhiyan.

3.13 This scheme is the first of its kind meant exclusively for slum dwellers where
a subsidy of 50 percent is provided by GoI and the balance amount is to be provided
by the State Governments. The State’s share of funds may be in the form of subsidy
or loan from HUDCO or any other agency.

3.14 During a short span of time (2001-02), a central subsidy of Rs.73.6 crore was
released under this scheme for construction of 27,271 dwelling units and 4,605
toilet seats. In the year 2002-03 a central subsidy of Rs.218 crore was released for
construction of 1,10,388 dwelling units and 21,488 toilet seats. In the financial year
2003-04 a central subsidy of Rs.239 crore was released for construction of 1,08,376
dwelling units and 3,170 toilet seats (Chart 3.3). Hence, the total central subsidy
released in the past three years is about Rs.530 crore for construction of 2,46,035
dwelling units and 29,263 toilet seats of which about 1,11,579 dwelling units, 19,998
toilet seats have been constructed and about 50,325 dwelling units, 4,259 toilets
seats are under construction.

General Initiatives

Urban Reforms Incentive Fund
3.15 The urban reforms incentive fund (URIF) was created in 2002-03 by GoI with
an initial allocation of Rs.500 crore to provide Urban Reform linked assistance to
States. The fund seeks to provide incentives to the States to have urban reforms, in
the first phase, in the following areas, with weightage indicated against each –

• Repeal of the Urban Land Ceiling and Regulation Act at the State level by
Resolution –  10 percent of State’s share out of URIF.

• Rationalisation of Stamp Duty, in phases, to bring it below 5 percent by the
end of Tenth Plan period – 20 percent of State’s share out of URIF.

• Reform of Rent Control Laws to remove rent control so as to stimulate private
investment in rental housing – 20 percent of State’s share out of URIF.
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• Introduction of computerised process of registration – 10 percent of State’s
share of URIF.

• Reform of Property Tax to make it a major source of revenue of urban local
bodies and arrangements for its effective implementation so that collection
efficiency reaches at least 85 percent by the end of Tenth Plan period – 10
percent of State’s share out of URIF.

• Levy of reasonable user charges by urban local bodies, with the objective
that full cost of operation and maintenance is collected by the end of Tenth
plan period – 20 percent of State’s share out of URIF.

• Introduction of Double Entry System for accounting in urban local bodies –
10 percent of State’s share out of URIF.

3.16 The State wise allocation of funds is made on the basis of urban population.
The Finance Ministry on the recommendations of the Ministry of Urban Employment
& Poverty Alleviation (MUEPA) releases the funds. 50 percent of the funds for the
year 2003-04, against each agreed reform area, were released on signing of
memorandum of understanding by the concerned State Government with the
MUEPA and the remaining funds are to be released by an empowered committee
designated for the purpose after assessing the progress of each State during the
year 2003-04. For 2004-05 and subsequent years, funds would be released on the
achievement of the milestones against each reform area in each year.

Technology Extension

3.17 Adoption of appropriate construction technologies is very essential to
mitigate the housing problem. Building materials account for about 70-75 percent
of the total cost of construction. The demand for housing is continuously rising
with the increasing need for housing, both in urban and rural areas. Inadequate
technology facilities, lack of co-ordination and promotion programmes at local
levels to support cost-effective and eco-friendly building components have been
responsible for the very limited application of the emerging technologies.

3.18 In the rural areas, the problem is more severe due to the decline in the use
of traditional building materials like timber, bamboo, thatch, etc., for house
construction. A strong policy support is, therefore, essential for house construction
with appropriate building materials and better availability of alternate materials
at affordable prices. In this direction, the Building Materials Technology Promotion
Council (BMTPC) has taken up the following initiatives:

• The council has taken up large number of programmes, projects and
activities to achieve its objectives of technology development and
dissemination. A number of technologies based on utilisation of agro-
industrial wastes have been developed and utilised in various housing
projects. Use of these technologies has demonstrated a good potential for
reducing cost and time for house construction.
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• During 2003-04, BMTPC laid greater emphasis on transfer of technologies
for field application. The Council has developed various simple machines
for production of cost-effective building components based on use of fly
ash, mine tailings and other industrial wastes.

• BMTPC, working closely with the Bureau of Indian Standards (BIS) and
several research laboratories under Council for Scientific and Industrial
Research (CSIR), has been responsible for development of standards and
codes on several new technologies. For the new materials and construction
techniques, which are not covered by the Indian Standards, the BMTPC is
operating a scheme for Performance Appraisal Certification.

• In the year 2003-04, the Council undertook several demonstration buildings
in rural areas in the States of Orissa, Andhra Pradesh, Punjab & Rajasthan.
Under VAMBAY scheme, the Council is implementing a demonstration
project of 125 houses to demonstrate use of cost-effective materials and
technologies.

NRI/PIO/OCB Investment in Housing and Real Estate Sector

3.19 The housing sector suffers from lack of funds. The available domestic funds
leave a huge “resource gap” resulting in increase of housing shortage. To pass
benefits of the ongoing economic reforms and liberalisation process to NRIs/PIOs/
OCBs, GoI introduced a scheme in 1993 for NRI investment in housing and real
estate development covering the following areas:

• Development of serviced plots and construction of built-up residential
premises.

• Construction of residential and commercial premises.
• Development of townships.
• City and regional level urban infrastructure facilities.
• Investment in manufacturing of building materials.
• Investment in participating ventures in the above mentioned areas.
• Investment in financial housing institutions.

3.20 Cumulatively till December 2003, an investment of about Rs.580.64 crore
has been made by NRIs/PIOs/OCBs in housing and real estate development
sector.

Foreign Direct Investment in Housing:

3.21 Complementing the thrust being given to housing, the Government
permitted 100% Foreign Direct Investment (FDI) in housing through integrated
township development. FDI is now allowed in townships, housing, built-up
infrastructure and construction development projects, which could include inter-
alia housing and commercial premises. This has opened the sector to the



92

jk"Vªh; vkokl cSad
National Housing Bank

professional expertise of international developers and facilitated introduction of
new technology and inflow of capital.

3.22 The FDI is subject to prior approval of the Foreign Investment Promotion
Board (FIPB) and has a stipulation of minimum land holding of 100 acres. The
investment also has a minimum lock-in period of three years in respect of
repatriation of profit in the original capital invested. Few such projects have already
been approved and are under way. As the developers starts to exploit this route
more intensely, some of these clauses may need amendments to suit the
requirement of the sector.

�������

In March, 2005 the Government of India issued the revised guidelines regarding FDI in
housing and construction and as per the guidelines, prior permission of FIPB is not required
for such investments. Similarly, the stipulation of minimum land holding has been reduced to
25 hectares and the investor may exit before the stipulated period of three years with prior
approval of the Government or through FIPB.


