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AQSTRACT

fho oignificance of soclal goot banofit anolyeis
of houoing o any othor projoct like water Rasources pRojoest,
R ond D , 4160000 control otces 1100 in tho inadility of
comaoreio} profitabllity to rofloct total rational gaing.
Tho ain of thic theois fo to demonatrato that tho prices thot
ara obtained in tho magkot in devaloping countries arxo not
necassorily tho pzicos that ought ¢o 'tw used in pudlic gsacton
projoct ovaluations Tho problem ig to obtain natlonal ‘
pricos that tho Govormment ought to uso instoads Theso pricoo
colliad ohadow prices aroe valuoes that wo oould wand to attach
to opocific conmodities {o.g., stoel, bulldezows,fortilizora,
and machine toola), oF o sorvices {0.d., unskilled labour)
or to the tact of waiting' (tho rate of discount). "rhe
problen thorefove is Yo ebtain appropriate shadew pricen.
Atgo ghadory prico should bo attachod to tho consunption of
1aw inceno groups a9 prico afgamd in ¢tho morhet 40 not o

good guide to gocial wolfaxos

A pich man noy offor a good deal of nongy for a
tooll 4%cny while o vory poog poxson woy £ind A% difficult
o spond oven wvory snall anounts of monoy on ossontialos
Tho peinciples of benefitecost analvod.aa, ogonemic and sociol
ara oxplaineg in Choptor I. The procedurce $0 illustratcd by
oxamplo of Ratnagirs Cooporative PRojocte A briof yovies
of significont l.&tomauxq on cott benefit analysis, end



144

489 application ¢o hauamq has alao besn givon,

Tho housing socSor in tho countey and 4o prsblens
azo diocuscod in chaptor XX. It is pointed out tha¢ houvoing
hag 0 vozy olong potontial for caployaomt, A% the gate of
ono oidilon duolling undts pox yoar, tho housing soutor
rould provido 6.8 ndilion jobo dn conotduction aotivity
and constzuction natoriale ndustey. The ogyanisatlion of tho
houoing induotxy and the problomo in pmzaam uf lov cont
housing havo beon discussed. | |

Choptor 111 doola with housing fi{tmmm The
Snvostnonts made upto tho Fieh Fivo yoor plony and thu
profipoced outlays in the aduth plan have been givens The
proponcd aixth plen cutlay of Ao, 14,900 mitiions &6 noro
than the total invostnont of the provious ¢ive plang in torms
- of money. Due to coot osenlstion, the proviclon Lo not that
algnidficant 4 phyaisal f.amm Evén oo 4% sheers Sho dnegonsod
reasisation of the foporxdance 6@ this asetor. |

e pattern of Gumozohip of heuyoing {Tabilo 0)
Andicotos that in rurol oreas 943 of tho housos azo oned
while in urban aroas aboud S0F aro Tenteds Héwevor dug to
tho m:tzcaieiy o Incomo of 803, to 0% of the population
&n fho urban azocasy thoy ore unablo o poy the oeonomie
gont thot o privato invogstor cupoctc. Heqw doiv Indone Mmmg
Lo not boing built os a profitablo investuents, IL hao te bo |
promotcd by tho Govormacat as o aoemi policy.This highlighto
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tho 3020 of tho public soctor in thia ored.

In Chaptox 1V, throo caso otudiocs hovo bacn prosonted
Tho fizot dealo with daaigri atpoctay ond illustzatos tho
pmothsdology of oconcmic compaxdson of dooign aitornativos.
- Tho ancaﬁd coso azudy unnwam tho Zotusno on a block of
Govoranmont flats pontod to public sopvanis on subsidicod
rentos. Tho offocts of ohadow ?p‘zs;.uing; ang px*iéa a?tmxatim
have baon Inciudod andt digcussads

the thiza caad study otudies tho economics of a
Hodgo Zchome of Houoing on tho hiXowpurchase syotens

The conclusiona aﬂﬂ‘ rogozmandations are prosonted
in chaétaﬁf Vs Tho findings of casa study I zedexr to spocific
doole améxm%vaag Caga aiudv IX beings oud tho olcmont of
suboidy in Govornmont housing and shous that it is nopo gox
10w incomn an for high income categorion. Coso study IXX
indicaton thot tho hire purchase policios of DCO oxe
renconably romunozative to the corporation and quito faiw
to the puschosoros

Tho socommonded policies For housing Finaneo havo
baen sucmarisod, Tho o 2ops nacdad €6 cneourage private {nveootnont
havo beon onumorotods Privade ovmoxohip of land $n utban arens
4o o major obotocke to house sonstruction for law incomo groupo
and 4ts colution is public acquiskiien of land on D.0.A pattorn
oF public g;xjsneszship of 8il uxbon lami, which nay thon bo given
on loaco to house dulldorg,



CHAPTER=X
INTRODUCTION

1.1 SCOPE ANN ORJECTIVE
In almoat all daveloping countries the National

Government plays an impertant role in formulating and
evaluating investment projeets, although the miz of
private and public soctor invastment varies from ono
country to another, Either by direct investment in
‘public sector or by imposing controls on private investe
menty Or by the usge of -méatm taxes, tariffs, subsidies
and rationing of scarce investmont resouxrces the Government
is goenerally in a position to guide developmont in the
country Gﬁn;fmmg with this authority of the Government
is the responsibility to puraue pollecies that are in the
national interest.Projects should, therefore, be formulae
ted and evaluated in such a way as to single o_ﬁt those
which contribute most to the ultimate ébjectives of the
country. It follows that the govermment requires a
methodology for comparing and evaluating alternative
projcects in torms of their conitributions to those objectivo:
The scope and objective of this thesis 1o to
discuss the mothodology of cost benofit analysis for
ovaluating projects with special reference to housing.,



A commercial enterpeneur can-canfié% ik his
»'thought& to a rather Limited range of offects but a
planner on behalf of the tountry must of nocessity take a
wider view, The national aspects of the housing séétot |
and $¢5 limitations and constrainte will be discussed
as also tho micro aspect of housing in typieal case
gstudies, In the end rocommendations for & comprohensive
housing policy will bo maded |

In the let chaptor a brief sccount of cost bonefit
analysis has been made,

1.2 DEVELOPMENT OF COST BENEFIT ANALYSIS —

The ¢redit for the original theory of cost benefit
analysis goas to the ninteenth gentuxy Frenchman Jules
Dupit who geems to have been tha first one to oxplore
systematically the distingtive features of the utility
fﬂnﬁﬁiﬁﬁ of a goveymments Hé-xeeoqniged among other
things uaﬁsumere surpius and proposed that the benefits to
the c&mmunity§af publia enterpxiaaa 1ike bridgos and roads
agre not the revenues geﬁemtm to the public trxeagury, but
the publie*s~w111ingnaas to paye that is tho surs of actual
paymen&s anﬁ ceuaumeﬁ's suxplus,
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Tho first systomatic attempt to apply benefits

cost analysis to public aconomic docisions aaama@ howavaer,
to have token place in U.Ss as a result of tho expansion
of public¢ &ﬁVﬁs%mant activity ospecially in water rosour=
cos developmont during the 1930s. A key document in the
dovelopmont of benofit cost analysis in Anerica was the
Flood Control act of 193¢ which get forth the standards

in the ovaluatfon of proposals for waﬁet rasources dovelope

This documont was substantiated and rovised
subsequently, in 1950 &n the Green Book by an interagency
Cormitteo, and thon in 1952 in the Budget Circular fssued
by the Bureau of Dudget. This was lator on again roviowed
in 1961 in a report called Consultants Report, according
to planning eriteria set forth by the Kennedy Govornments
&.ﬁﬁw &n@azageneg‘ﬁammittae was subsgequently appointed to
investigate water rosources investment criteria and its
~ recommendations published as Senate Bcéumen%‘ﬁoggvu 87th
Congross wero approved by President Kennedy in May 1962,
Since then cost bonefit analysis has beon applied to a
wide ranqa of p&nblema ranging from aefenae to acmmamity
problems like désease controks

The goa& of benaﬂ&t‘cast analvsie in genoral can be
stated aa mwamn of utility, subfect to vhatover
constraints the economic ana‘poi&ttcai envirarment impoges,



The eritoria for evaluation of a praject can be different.
The various eriteria generally followed in thewsvaluagion
ara given, ‘ | .

Before going | to the avaiuaﬂoﬁ eritorla it o
nocossaxy to make a fow qualifiaaiianaa'fha evaluation of
a projoct can bo carried-out eithor to answer & yes or no
 quettian; whethar the project should b@&tskéﬁ‘aﬂrﬁntw or
to compare alternativoss. The formor appraaﬁh will be
adopted for evaulation in the case study for: this disgore
tation.

$+3 EVALUATION CRITERIA

The essential issuo to be regolved 1ﬁ,%h@.avaluat$¢n
of individual projects &6 = what 1o the productivity |
cf theiptujaet, what are {ts raturna? These are essontially
i Indigon of ¢conomic morit which are used to resolve
this quostions The fi&at is benefit cost axi%ax&un and
tho second is the internal rate-af roturns Bach of these
$s discussed in tum. As will be seon thess criteria chould
be suppiomentod by s thizd—that of net pregent value,

BENEFIT COST CRITERION

The benefit cost cxiterion @f'praject avaluates
‘projects by the ratio on a presont value basis, of their
total benefits to costs that 1s,

Banofit caéﬁ»:atiu :
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Superficlally, the benefit cost ratio appears 0
provide an indication. of the productivity of an investmem,f
This 4s only true howevor when one is considering a single
investment and a single get of reﬁxifnsg: In more wuuwal fase
whore a project muyst bear both tho initial capital ¢ost
and also the recurring costs of oporation and maintenance
the bonefit cost criterion falls to provide a clear picture
of the value of & pwjaaaﬁ

The benofit coot ratio usuelly undor rates the
productivity of a preject with high sanuel coctas

INTERNAL HATE OF RETURN

The concept of internal rate of yeturn has boen
;‘pm;mse& as an iﬂﬂl‘éﬂ of desirability of the projectss The
highor th# rate the better tho projects By definition it
is the discount rate at which the net present value of
the benafits equale tho costss Thot g,

Intornal- zate of roturn e

guch that using 't as a discount rate

bresent balue of all benefits = present value of all
: . Costs.

As such it Ls naturally open to ail the dlfficulties
asgociated with the otcurence of asignificant annual costa
ag indicated in tho discussion of tho benefit cost ratio.
It has navertheloss he«m proposed ée a measure of the
true productivity of a projocts |
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The 1ntuiivm|‘k appeal of intornal rate of return
is enhanced by the fact that its use would oliminate the
dircet need to determine the appropriate discount rate,
This determination is a difficult task., This ¢riterion 14
thoxefore used by sophisticated dassan agannias in a
numbeyr of countries such as Moxico and Franco. Tho concept
has three significant weaknesses, it éan provide ambiguous
values, it may provide & distortod undezstanding of produce
tivily, and it may alter ﬂhe svaluation of project from
that indicated by the mm&m more correct nat presont
value approschs : "

NELT PRESENT VALUE

~ Ultimately the plonnor 18 concermed with the
maxinization of the value of a cystemy that is of its
not prestnt values |
This quantity e

Not prosent value = presont velue of bonefits « prosent
value of coste.

Use of ‘m net prosent value eriterion svolds ocach of the
aconomic difficultios assnciated with benofit cost and
internal rate of sotusn criteria. Fivet 1t avolids the
complication introduced by question of amnual oporating
¢oat by simple oxpedient of focussing directly on the not
benafitss Second bocause the implled reinvostmont costs
are consistent, it @aas not waduéa- ambiguous results as



Present value of benefits

(—)

Fig.1

\Annual net benefits

s
B -~

Investment

The projects chosen by benefit cost criterion
(A)and the net present value criterion (B) are
not identical when the level of investmet can
be varied

Net present value

—
—

- Fig.2

Investment

~

The project chosen by the internal rate of
return criterion (C)and the net present value

(B)are not identical when the level of investment
can be varied



can the intornal rate of vetuyny Finally by charging the
capital with its real apportunity cost rathor $han with
intermal rate of roturn it provides a more accurato assesse
ment of the not contribution of any projoct to prosent valw

The difference batween the net present value,
benefit cost cxditerion, and internal gate of rotuazn for
single projects are illustrated in ﬂqn 1 and 2. The solid
‘34nos in both figures represent tho actual returns, These
are suppesed to be negative for small lovels of investment
which might not be able to cever ﬁha fived warméd @asts.,g
If the actual returns were positive for all levels of
investment and 3f the cmperical law of diminishing marginal
roturns held throughout, then the internal rate of
raturn and benafit cogt ¢riterion mu’idﬁbath suggest
that the best investment s the smallast onos As At is
the fiquma indiecate that these griteria can clearly be
different from the net present value critextan.

1,4 SOCIAL COST BENEFIT ANALYSIS

in the evaluation eriteria described above many
problems stay unxesolveds These probiems rolate to nationa)
welfarc the objectives of which are givan briefly belows
The methodoloay ovolved for the quantification of Ehese
objectives will be illustrated in the case study,
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beazaihg en the money benofits derived from fnvestment

in housings |

| A practical application of the benefitecost
‘methodology deseribed above would requiré statistical

~ date rolatings To tw

(a)  Prices of materifeis used in construction,

(b}  Quantitios required for construction. |

(¢}  Wages of skilled and unskilled labour and

(¢)  Rates of interest on loanable funds for investment.

For isolating the tax empwgnt it would be

| ﬁt@ﬁh@@ »mwsﬁaw to know the tax cemponent of prices and
Wég@&g ’f@ enable this study the detalled information |
rogarding the supply and demand position and its elasticity
of supply and demand would be requirved. o

In the second and third chaptor the matroweconomics
of housing has been discussed while in tho fourth chapter
a microwstudy on yental housing scheme for low-income
governmdnt employee has boen dones In the last chapter
rocommendations for a revised housing policy havenbeen
given, |
1.6 LITERATURE SURVEY

~ Some of the mmrtan%‘ roforences on cost-benefit
analysis are briefly discussed belows |
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can the internal rate of retusn, Finally by charging the
capital with its real apportunity cost rathor than with
intermnal rate of roturn it provides a more acCurate agsess=
mmt of the not contribution of any project o prosent value

The difference batween the net presont value,
benefit cost cxiterion, and internal rate of roturn for
single projecta are illustrated In fﬂg@t 1 and 2. The solid
-14nes in both figures represent tho actual returns, These
are supposed to ba negative for small levels of Anvestment
which night not be able to cover the fixed ovorhead coste.
If the aotual returns were postitive for all lovels of
investment and Af the omperical law of diminishing marginal
roturns heid throughout, then the internzl rate of
roturn and benefit cost criterion wouldbboth suggest
that the best investment L8 the smallast ones As 4t ids
the fiqwéa indicate that these eriteria can ¢learly be
diffexent from the nod present value critexton,

1«4 SOCIAL COST BENEFIT ANALYSIS

in tﬁa evaluation criteria desceribed above many
problems stay unresolveds These problems relate to national
welfarc the objecSives of which are given bricfly belowm
The methodology ovolved for the quéﬁm’ieatiaﬁ of thege
objectives will be illustrated in the case study,



1) AGGREGATE CONSUMPTION

The ralsing of standard of living is a fundamental
goal of national planning, One important measure of standaxd
of Living is the lovel éfVaggxagate consumption pex¥ heads
The raising of this lovel may bo called aggxogatoe consumption
objoctive which is clearly a crucial objective for project
eholseo. |

 2) TO REDISTRIBUTE CONSIMPTION |

Bspocially the increments provided by growth to
lower Ancome groups amd region® In order to achieve
agroeatey equality. thus higher weightage will be given to
th&-ﬁg@x&g&t&wGﬁﬁﬁﬂmﬁtiﬁﬁ in lower income groups and
regionss | i

3) BAPLOYMEMT LEVEL |

An oxpansion of employment level or more gpecifically
a reduction of unemployment is usually treated as one
of tho objectives of soclal cest bonefit analysis. One
particular argument for avoiding unemployment &3 that
the unumployed tend ¢o lose their skills and oxpertise
- through lock of practices

4) SELF RELIANGE

Many developing countries are soveroly dependent
on ziéher“aauntrias for thair cconomic developmont efforts
- because of chronic shortages of savings or of foretgn



exchango, To reduge dependence on fareign countries and
to dovelop self reliance may be troated as o goals

) MERIT WANTS

Thﬁugh;merit.ﬁanﬁa are gonorally associatod with
social projects but even industrial projoct may contribute
towards this objective. For example if an indugtrial
projoct is located in a backeward area it brings the people
of that rogion in contact with educational facilitios and
houging for the employoes of that area who arc cmployed
as unskilled labous, |

1«5 COST BENEFIT AS APPLIED TO HOUSING

Any comprohensivo study of investmont in housing )
must take account of a number of complicated and intor
rolated problems izkeﬂm&asﬁrémﬁn%-af utilities, definition
of gub&i& interest, attitudes to heua&ng.Wszama and impact
of polities.on aconomic dectsions,

Given the d@mand of housing; the effests of fiscal
and monotary policy on investment in housing are a resulw
tant of the offocts in twoh directions. The first divection
availability of funds for investment and ¢ost of housing,
and tho other income stream which the invootmont 4n hﬁﬂé&ﬂ@
is expected to genorxate over the life time of house.
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The difforence botween resiepts and cost 1s not
Just a simple sum of gaing m&nua-&baﬁs, because the worth
dapands 'upcn the time at which a cost is incurved of gain
rocaivads In order to follow thase diffroncés, the income
stream from a house, that is the rvents expectad over the
years should be discounted and convorted to prasent worth.
Tho present worth should bo campa;md with annual equivalent
of capital costs, If B represonts benafits in terms of
income from investmont in housingy and C xopresents the
anmnual equivalent of capital costs plus interest plus
depreciation and maintonance then B8/C represents the
benefit cost ratiocs |

The conts of construction are affected by the timo ;
lovel and structure of taros as well as the rate of interest.
Subgidies and @:r&uﬁa for housing will have incentive offects.
From the point of view of individual investor, the raceipts
of subsidies may be Jooked upon as roduction in costs,
From tho national point of vioew, hm@ver, subsidies roprasent
only o transfer and hence cannot be deducted from the costs.

The rate of intexest has a diroct bearing on the
costs of construction. If monetary policy tonds in tho
direction of higher interogt ratew, 4t means that to that
exteont intorest is ae part of %ﬁe cost of construction,
it raiced tho cost. The &a-t;e of interest not only affects
the cost of cqnﬁﬁguw;tiam ‘but also has an iimpareént



bearing on the money benefits derived from investment
in hauainga :

| A prac t;max application of the benefilwcost
‘methodology deseribed above would require statistical
 data rolatings To e

(a)  Prxices of materials used in construction.

{b)  Quantitics required for construction. |

{c) Wages of skilled and unskilled labour and

{d)  Rates of interest on loanable funds for investment.

Fazf &aolaﬁ&ng ‘the tax eompﬁné’nt it would be

| "-ﬁus*ther necossary to Xnow the tax component of prices and
wagess To enable this astudy the detailed information
rogarding the supply and demand position and 1ts alaatiaity
of supply and démand would be required,

In the second and thixd chapter thoe mamez&mies
of housing has been discussed while in tho fourth chapter
a microwstudy on rental housing scheme for lowsincome
governnint employee has boen dones ln' the last chapter
recommendations for a revised housing policy havebbe#ﬂ
givens |
1.6 LITERATURE SURVEY

 Seme of tho -.impaxtant' roforences on coat-beneofit
analysis are bz-iéﬁy? discugsed beolow: ’
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Valuos for Money by Michael J, Fx@sﬁiizfsta%
explains what is meant by sconomic decisions. Ho distinqui —
shes botweon husinass and public decisions and discusses |
 the techniques of forecasting. He then devolops the
theoretical baskground, After explaining the basic
aconomic conceptd he discusacs quantification of forecasts
the equivalence of present and future expenditure and
walghting texms ¢to account foir social factorss Tho
procodure of cost bonefit analysis has boon illustrated
by a detalled digscussion of the Roskill Commission report
on Third London Aixport, Several other illuatrative
examples are also given.

The experionce gained by UNIDO 4in the mothodology
‘and practice of national Benafit.cbst Analysis for

imindustcial projects, is given in a publication entxtledtg)
- Guide line for project evaluation United Nations publicae

taon. The book first deals with the rationale of Social
caatnaengfitvﬁnalvsia and the ﬁ&tionaz parameters involvods
It enphasized that riational parameters are congerned not
only with value judgements and natlonal objectives but
slso with systematic use of all rolevant facts, The
iimitétiana of commoxcial profitabiiity cxiterion have
bean hrought out followed by a discussion of national
sconomic pngitabilityg
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The noxt atage of discusseion deals with the measurow

ment of direct benofits and direct costs. Tho direct
bonefits are measured gquantitatively in tems of intrease
in aggregato co&emptimg This has to be valucd in

- monoy toms on basgis of ”e‘sgz&ging priceos as woll as onti-
cipnted price when the additional production comes into
the markets

Lathor on the indirect benefit and costs have
beon discussoed. A chaptex ig a@wwa to the rodistridbution
objective which ig mpmm in an developing c¢ountries |
with large: dispatitiﬁs af income snd waalths. Equally
important is the ab&e::t&v@ of praviding additional
employment which 48 discuseed in the nexd chapter,

In the next part of the l’!ia&& the applications of
these @aﬁﬂmtz# to national planning are discussed, These
inclucde the socisl value. ‘af- :&ma&ﬁami, the shadow wage
in a ourplus lasbour economy dnd tho value of foroign
‘axahangﬁa Thon four iilustrative case study have boen
discussed in dotail *:deamng with industrial pz:ﬁjeéﬁé and
one with a water rosources projocte

After g brief intyoduction | on cost benofit analysis
MeGe Kendauw}deaie with appbwatiams and 1uuatmtiva cane.
atudiea tﬁ the tallawmg types of pmmma..
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f+ Mealth and Comnunity Sexvicon

Those include disease ¢ontrol, ru:ai'wataz tuaptym
employment problems of &LQaﬁvantaged vauth.

2. Dofence aond R and D *

3, Natursl resources for example Forestiy, wator
reaourcaes planning etés

4+ Transport

%« Investmentss
These cage studies hava bean p@@seﬁted 4n the fbxm;of
papers by diffaeront aﬁtharﬂs |

The International Baﬁ& fox ﬁaaans%saaﬁia& aﬁd
Development has published working Panex.n@,)ﬁeﬁg'ﬁebg19V5
of, Economlc ﬁﬁa&?giavafﬁgﬁjawﬁgcfgxu this paper the
geneyal approach to aaanami§»$ﬁa$ys$a xwaaméaﬂﬁéﬁ for
us¢ by the Bank staff 1s:g£v@n}'The gariiox appraieal by
the Bank was puvely of economic returns and did not take
into acoount ﬁha‘afﬁﬁﬁﬁwéﬁ'ﬁhQ-?$§3eétvon thoe distrxibution
‘af income, on goversment revenuo, on savings ang
gthar agéial benafits. The hanalbcbk‘ézgne& %hét tﬁc&
;benﬁfits should heftaken into account in Project analysis.
It ahaws.haw'ahadow:pxiﬁea»eénvbe-astimated'inaorporat&nq
social impacts. Based on these social values of inputs and
aqtpuﬁsg‘raﬁesefaaaial return can be calculatod. These
are more significant indication of the merit of the projec-t
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in the intoxest of tho people, than a purely cconomic
rate of return.

The hand book is divided fnto thzee partss Part I
diauusaés the basic: aanaepts of cost bonefit analyaie, It
includes chapters on Identification af relevant costs and
benefits, valuation and shadow pricing, investment eoriteris
and problens af'unaafiaiﬁty anﬁ,&w&t@ Part 11 is devoted
to detailed discussion of derivation of shadow prices., It
degerxibes thamme%hoﬁalagy a£»ﬁbﬁainiﬁg‘aa@sax'weifaré‘
~ function, the ﬁariéatigﬁ Gf'W@ighﬁﬁ éhaéﬁwaag@-éatas and
commodity pricﬁﬁm Part III thén ﬁliuatﬁataa.tha use of
methodology ﬁe@a&apad‘iﬁ ?axt Iz toﬁeet&uate shadow 9&1&&3;

The haﬂdbﬁﬁk 13 a vary-aemptnhena&ve‘uaaful and
practical guidoe book to avaluate the over all mﬁwita of
& proposed pzajecﬁ,

Eaao miahanlQXplainsfﬁ}ﬁhafprincxplaa of ¢cost bonefit
anakyeis in simple language avoiding the use af complox
mathenatical teehn&que,cﬁﬁtrazy to tha cormoen . praatiea af
Juat sxplaining the principlos and then giving sxampzeu
to il&uatrate thaae-principles the authar first gives some
simple enamylas %o axcuae tho intareat and curiosity of
tha rﬁadﬁt aﬁd than gaes to disﬁusa the prﬁntiglass
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Theo economic concept of a@ﬁsumﬁxa suyplug, rent
and producers surplus are ewplained followed by transfer
. payments and shadow pricing. The néxt'part»deals with
exteral effocts, both benificial and det:iméatai~eagn
cost reduction by improved technique by the one firm forces
all others in the some industry to reduco costse Doterimental
environment effects ave not confined to manufacturer
but effoct §he general public. Based 5n these the author
then discusses investment criteria and selection of |
invostment projocd. | |

Tho problem of uncovtainty and the use of probabis
1ietic approach has boen explaineds Finally the social
basis of weifare oconumics has been aiséuasadu

The book. sﬂ&mn&ataa and maintaina ﬁhﬁ intorost of
the raader and reoqulras pxicr knawl@dge'af simplo mathew
matice and eﬁnwica onlve

Stephen A m“ﬂm“ gives a brief history of benofit
coat analysis and then brings out fts fmportonce in a
planned ceonomys It stresses that benefit cost analysis in
Indian Planning ought to differ from that in U,S.A. Inves$é
ment critoria for the public sector should be related to
the objectives of gm; The book qovers the usual ground
of the theory of benofit cost analysis with particulax
roferencento public cost analysis.



H.Lshra“ﬁt&a’eyestﬂdeseribe a caso study of the
Ratnagird fisheries Projects

In 1970 the govermment of Maharashtra sanctioned
tho Ratnagiri Co~oparative Projects The project has’ four
components which are closely related to oach othor (1) the
pyocurcmant and apemtién of thirty iSetonne trawlors,
{2) tho ostablishment of service station for mointenance
of the txawiers {3) the development of Setonne capacity
froeaezing piant comploex for tho Ip_‘rmamtim of frozen
prawns for export and (4) the constmuction of a 10-12
ﬁonne‘capaa&ty ice factozys At the time of Government
sanction tbtal_&nwaaﬁmaaﬁ coats of .the pxbjecﬁ {oxciuding
dce factory which was added later) woere ostimated to be
Be 3530 lakh, and it 'ézaé expacted that all components of
the project would iﬁaé fully -apéraﬁianal by the ond of the
sacmics yaar of iﬁiﬁ am:mt, ARC agzoed to provide B 23.47
Lakh $n the form of Loans with the state Government provi =
ding the balanca in form of equity participations

Both the Governmnant and ARC based their approval
of the waseét' in parxt on ?‘ﬂnii‘: cconomics™ studies done
soparately for sach component of the project ¢6 dotormina:
thoir profitebilitye The Unit Economicg of fi‘réwle:s is
summarized &n tabie 1. to illustrate thia ppproachs In
bricf, this enalysis estimated { fmé ono typical year in



full oparation) total c¢ost incurred and total income
received by the trawler oporator, with the differonce
between them taézéaﬁﬁ%ing the trawlers annunl profit. Costs
included intorest payments and repayment of bank loan,
Sinco each component of the project showed s positive
profit the project was approveds

However, tho analysis was incomplote in soversi
fmpoxtant xaaﬁ&ﬁﬁe@ The priacipal short conings of this
analysis are osutliinoed bsiefly belows

TABLE X UNITY EG@WIGS OF TRAWLDIRS
{For ono trawloxr)

2+ Maintenance 2300 .

. 34 Wages | | 12420

4, Insurandge 2025
B. Marketing commisoion 780
6 Intorast on wosking capital 552
7+ Depreciation 7600
8+ Interest oan ARG loan - \3845
9. Repayment of ARC loan | 3845
{0nfoxsocen oxpenditure 1186

Total costs ~ 4500¢C
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Annual recelpts

t. Sale of prawns for freosing ‘ 12000
2e Saia of prawns in the market 12000 .
3+ Salo of other fish in the market 24000
4, Interaest of depregiation fund B 456

Total Raceipts . 48436
Net Profit D456

1) Tho analysis estimates tho projects profitability
only with respect to the ownexs or oparators of the project,
but not to the national edonomy, or socloty.

2} Estimating the volume of profit in a typlcal year
does not permit a comparison @f‘prbj€¢t$ and hense a2
choice of tho best inﬁﬁsﬁmant.aﬁpartaniﬁiﬁ$¢

3) The analysbs does not rea@gnize that pxojecﬁs'énat#

and benafits have &ifﬂax&nt‘valuas on whan they are
incurred or recelveds '

4} Although this project is intonded to assist a
backwasd cormunity in a backward district, the profitability
analysls does not specifically attach any higher

social woight on tholr potentlal benefits,

3) The analyeis, valuos ¢osts and bonefits at markot
and official prios although there ig good roason o
expact su¢h pz$cas to be often peor indicators of the
value or cost to India of cextain inputs ( such as
unskilled labour and foreign exchange) |



6) Similarly the analysia.daéa‘not oxamine xelative
price changos expacted to cccux in the future, particularly
for an exportable commudity like prawnsg which has shown

o maxket upward trend in comparison to othor prices in

the project. ' |

-7} The analysis does not evaluato possiblo modifications
in the projoct { we might call thém.tethﬁiﬁal altematives
internal to the project ) which might yield a higher profim
tability than the project as prosently forxmulatod,

8) The analysis aseumed that all tts estimates on

costs and returns are accurate and will be realised though |
we kna@,.abéuiﬁ&e~eﬁﬁtazﬂﬁy of futuxaafﬂagﬁimata-iaa |
rara=avaa£@‘?hérﬁfﬁra, the analysis ﬁaés'nat test the
sensivity of the projects prqfltabiiity, with rospest to
projactsz uncortain variabloss : 2

SUMMARY OF CONCLUSIONS AND RECOMMENDATIONS:

The dominant conclusion of the analysis is that
the Ratnagiri Ficheries Project has high social profie
tability. The inteznal rate of return (IRR) ranges from
17 to 26 percent with Largé net present values (NPV) at
& social rate of discount of 10 gexaant;fﬁﬂpaztiai sumnary
of the pxﬁfitabixité of the project 1s given in Tablae, 2.



TABLE 2= SUMARY OF PROFITABILITY OF THE RATMAGIRI
FISHERIES PROJECT.

S S - ﬁeﬁ?péaQEnt 4lnterﬁal
value rate of
{254 1000) ratum

As Soclal Profitability with

1+ Aggrogate consunption bonafits
at«matkat“priegzﬁ 23,07 $7~48

2. Aggrogate cgnaumgtkan vonefits , .
’ at accounting pricey 57,02 26

a) ondy accounting wage rate 24,08 1819

b) onky ac¢counting price of |
foreign axahggga- 56,01 2026

3+ Aggregate consumption with -
‘regiconal distyibution benefiis 29,2% . 19920

8, Technical Alternatives | | ,
{ change in NPV qompared to A,l1)

%. Largo capocity freczing plant .  + 7,70

Z2e Laxger size {ravilexs 2 #4783

3, One yeay implimontation pexied + 6,38

L 378 9usﬁ§ﬂnﬁment by foux years {=)3,64
7B§.?£i#até Profitability

1. Foderation(complote projoect) 17=-18
2, Freozing plant complox o 29«30
3. Trawloxr operators o Q=10
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The analysis of the tochnical alternatives has
also revealed intoresting roesults, which could bHo of
potential bonoefit to Ratnaglizri Project as well as future
projects of sinmilax types

It wag found that large size trawlars aro more
efficient than the 15 tonne trawlers of tho project, though
there are sowsral qualifications to this conclusion {(low,
rajiabliity of data for the larger trawler, Iinabiiity ¢o
account For all the social costs, higher fnvestment costs
which may zestrict the participation of small f£ishing
house holda, and the -mqulmaﬁen% of targer bathing facilie
tice for larvge travwlers). Nevortheleons thie alternative
1s worth exploring for future fisheriss proj acts@ the
analysis demonstirated that ind-ig would gain by building
a .Xamex froezing plant 5% Ratnagirt to procogs prawne
caught at Malwan rathor than freeze these pravns in a
low capacity plant awﬁﬁﬁﬂ at Malwans Postponmeont of the
project would not ba desireble since the NPV falls with
‘postponements On the ather hand the sarly completion of
the project improves the projects coclal profitability.
Private profitobility messured by a *financial rate of
 ¥otumn® and @ * cost flow shatement™ is ales positive
but less go,than the projects soecfal profitability,

The regults of sensivity analysis reveoal that the
projocts social profitability is sensitive with respect



-G

to three variables, The projoctod export price for frozon
prawns the accounting price of foreign exchange and the
average ammual prawn gath per tx*awlgm The last variable
48 most sonsitive,

Tho sbove references deal with gonoral ogonomice
analysie: The following reviow rofors to Dooks and paporg
applying the tedhnique to housing.

.Pawaeté al (8 have adited & volume containing
important papers on ow income housings The book gives
a good surbfy of alternative policios and programmes.
:Calﬂma(g} while discussing principles of nasgs tj:aus&ng
‘has also considerod the preblem of | rent detormination.
National Buildings organisationt'Rave compilod selocted
papers on housing finance. Smith\Vallace “33&1@ mainly
with tha Told of private seglor on housing, HUDCO programmes
policies and gtméf iines are dliacussed in ﬁhair pumwaﬁzmsm)
Symposium on changing concepts of Human habitationt!3lieo
provides useful informotion, Fourth gossion of tha United
Nations Commigeion as Human aemzmmta imgmt Consus of
india Housing reports (13)5100 provide useful information,
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CHAPTER II
THE HOUSING SECTOR

241 INTRODUCTIONS

A significant aspect of planning models adopted
by the country since 1947 was the national importance
given to construction activities especially rural and
urban housing. This realization led to increase in the
capacities of various buildiﬂgméterials industries as

also establishment of new 1nduétriesﬁ

A number of technical universities and résearch
institutions were aimuztaneously,siarted to train the
various technologiste and ¢onduct research. Since then
@onstruation industxy has been steadilv progressing |
al though its eantribaﬁion.in‘physiﬁal development of
bﬁman setilements has not been keéping pace with the
'rising need and expéctations of the masses., Being
aware of our back=-log in the field of mass housing and
related 1nf;astru¢tional,faﬁiliﬁies and- secis~ economic
constraints, the reepahéé of thé construction industry
is an admixture of industrialised bui&éing prefabrcation
and traditional technologles. Braadiy‘speaking for our
urban sebStlement, we are simul taneously working on the
total spectrum, i,e. from using the conventional on

site construction and mechanised assembly.

The construction industry is involved in almost

all sectors of human activity.
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a wide variety of techniques and high percentage of local

materials. | '

| As is quite evident from the iabla-44§E§¥¢5 the

capacity of one million rupees to employ skilled and

dn-skilled‘building-woxkers has been steadily decreasing

over the years. This holds good for the directly employed

labours as well as for labour which is indirectly employed

in materials production and éupporting iﬂdustxieé. Reasons
Table = 4,2

Enployment potential for 1 million building industry.

_ 1961 1971 1975
t. Divect 280 - 126 1893
1.1 Skilled and unskilled |
. labour
1.2 Supervisory (Technical) 9 6 4
1.3 Supervisary(nen'fech,}' 11 N 5
2. Zndixect empl gzgent,' 400 200 140
: in building materials

and supparting industries 670 339 236

for this are many and 1n¢luée tha rate of inflatign and
infrastructure agriculture industry of technology, fiéca;
policieé and incgntive; etcs About 2/3r& of the investment
1n building field‘g@es towards pa&menﬁlof wages to personnel
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‘engaged in the building materials produétions and

direct construction activity etc. The employment potential
of building industry on the basis of jabslit provides for
housing construction is equally important. Table 4.1 below
shows the employment capability in direct and indirect
activities related to building industry § Bnployment

{in miliions) in building industzry at a constzuction rate
of one million dwelling units pex yeaz. |

- Table 4.9

e .

1+ Direct emplovment

t«1 Skillod labour 03
1.2 Unskilled laboux 2.2
1.3 Supervisory (Tech.) Out
1.4 Supervisory {(Non~Tech.) ' B
26 Ipdixect‘employment { in building
materials and supporting
industries) | 065
2.1 Skilled labour | 0.5
. 2.2 Unsgkilled labour 3.6
3. Total A 6.8

It should be noted here that the above figures
relate only to our present modes of construction. Iﬁ case,

some altgrnative technogies are developed and adopted for
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housing construction, the figures would change accordingly.
Today since we are constructing only about 0.7 million
dwelling units per year, our building industry in the |
formal sector is able to providé gainful employeﬁent

to approximately 4.7% million people in the couﬁtry. A
break up of this figu:e shows that4about 1;75'm£1110n'

of them are employed directly against 1.4 million in

| building industry in 197t. The remaining 3 million are
working in building material production and other allied

incdustries.

2.3 ORGANISATION OF BUILDING INDUSTRY

The building sector of the Indian construction
industry is rnot suffieiénﬁlv organised. The two important
reasons for this situation are (i) that the bullding
constructionpactivity, even in large urbén settlements,
is widely scattered physically and iarge scale building
projects are relativelyobfew . éiﬁ) that retums on private
investment in this sector are m&agfe due %o complex ‘
organisational problems. Since the building industry
utilizes several types of materials, a1l thxee levels of
industries have become involved in this field, for
example- Heavy Industry- producing steel cement coal etes



Kedium scale - For prcduéing glass\Ad@g sheets

industzxy o e '
S dooxr shutters machine made bricks,
sanitozry aﬁd‘waﬁer supply fittings

.'PVQ'pipeg, ACC spun piﬁéég_$tone~
‘ware and cast irbﬁ pi@és'déor
and window fittings, steel

‘Windﬁw& ete,

Small scale and - For progluctionfgxicks,lime, timber
cottage Industry  joinery; steel fabrication,stone

ballast and grit, various types
~of tiles, paints fihish@s_for

roofing and floorings = °

A part from this thare are many petiy trades

© 1ike plumbing, -mas\on:cy and. carpentry organised ii’:divicluauy

| or In small groups which serve these industrices. |
The building industry is however not picking

;up fast enough. may be becausa of the construction

‘industxieﬂ affinity to conuentional modes of 1nvesbment

‘and constzruction and high economic stakes. This has

. also affected the industries ability to contribute tow

economic development and its share in gross domestic

products. In India, the public sector construction agenciés

play a significant role in the congstruction industgy.
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The various departments of central and State Governments

in the f&eld ofpublic works; Irrigation, Transpomt, Housing
Watex Supply and Rural development un&ertaka canstruetian
varying in magnitude from a laxrge dam or a large housing |
complex to small hospitals and schools in villagess The )
public sector agencies seﬁ-up:farménufagﬁuxg of stéeli heavy
machinery and coal mining aﬁtén desigﬁ‘aﬁd cans%rucﬁ.their
own townships and thus create new aeﬁtlemants*iike-shilai@
Bokaro, and Durgapurs ?ﬁe'$¢P¢W4B@; dééigns; ean%truats
maintains and repairs workse and baildingé for stt central
Government deparimeénts. It has iof'of expertiée,'in the
architectural, atruatur&kg landscaping and’hortibultural
fields apart fram Civil eanstxuatien.fhe department employs
about 39,000 persons directly apart from labourexs employed

on work giveﬂ out on contract.

2.4 LOW COST HQU%IMS
The most important role of the bullding 1ndustzy
in human settlement is undoubtedly in the field of

hausing for the low income group.

LGW co&%'housing is a term used for the éggiome&atian
of those dwellings wherein thevSpaae'avaiiablé the materials
. used, the expectad life span, and the&available aervices
are just at the minimum acceptable &evels eonsistent with
"gafety, health and affordability. Unfortunately low cost
housing 1s in danger of becoming either a sop for the public
sectors inCability %O»heip peoplée build houses that they can.



Table -6
Uxban Rural Total
Excellent 17.3 6.6 8.9
Bad and dilapidated ,13’4 . 27.4 L 25,0

| T ek 6 |
It is clear]lthat nearly one fourth of our current

housing stock is in bad ana diiapedated condition and out
of the resd, 65% requires improvement. Coupled with this
are formations of new house holds each year who alsc need

to be accomodated in good @ousesi
2.5 THE LOW INCOME HOUSING DELIVERY SYSTEM

Thexre geveral different systems by which

lowincome pegple acquire a house. Understanding the housing
situation in India requires an investigation of the system
of-ar&angementé that low income people make fbr-dbtaining
adequate shelter for themselves. This system ranges over
the entire realm of social and economic institutions and
~agreements, for beyond the limited concern of the Government
hausiﬁg agenciles with thé construction oflow cost housing
-units, or with incentives to the private construction sector

to inspire them. to build cheaplys It is‘é sysﬁem of arrangements



Pure . juatter

-
Sett:»ments \
Y- Squotters '
The bapeattes - .andoned - < {
Housing “wildings wasona
* Subsyste~ “ ™~ g Floating
N Squatters
e Structures on Pavement
Expropciated land \'Bm‘hzrs
™he bmm" A //. L Rental
Lend Tenure « ) ® Work place
Subsystem T8¢ .y Lond
' Residential
w ¥ Taremapts
Rantal
Houzing Houses
w Single People's
it Lodgings
Eiftered Houses
s
The private Owned inh?rited Houseg
Hausing Housing Owner Built
Zubsystern Houses
zu'chcsed i
Free Lodging ouses & Flats
Surplus

The Commuters

Inter Ursan
» : Commuters
Rurat Ce:nmutor;

l;ousmg Government
ubsystem : Wor kers Hoysi
y . stitutional ‘ Housing
. ousin
- -Delivery System ' chor? Site Private

Carmitories & Barracks Organizations

Mgintenance Staff
QGuarters

Shops &
Wer wihops

Ng Construction

Site Sheds
_The Public
Construction
Subsystem
L}
—quatters Squatter
Assistance ~ Resettlement
Temporary
Sites
}Tﬂ\h:':u“ce Assistance to
ssistanc Rent sin
Subsystem ental Housi 9
. ’ 3sistance to t ‘ -
Private . .

The Employees
Housing
Subsystem

Putiic Flats ©
Row Houses

Waltare
Tenements

fransit & Reliet

Camps

Niro Purchase
Sngle H

Squatter
Improvement

Nousing

As'sistancr to
. Owned

Housing
THE EXISTING LOW-INCOME HOUSING
DELIVERY SYSTEM

Structures

=~
—

Boat Houses ’ _ )
Open Air
Sheltered

Single Family

Subdivided Houses

-
v

Land Subdivision
Neighbourhood
Amenities
Construction Loans

' Sites & Services
: Core Housing

Nenghbourhood
Amenities

Transfer of Ownership
Scheme

Structural Repairs
GQuarters

Allowance

Nefghbourhood

Amenities

Aided Self Help Houses

Rental of Abandoned
Properties by Government

Loans to buy Apartments

Row Houses

House Construction
oans.




between people, lowincome people on the one hand; and
many other people that have access to hdusing,regphrces;
whether they be land, finance; materials; permits, contracts
or simply information. Understanding the workings of the
complex system simplifies &oﬁsiderablvtﬁe'ﬁastﬁﬁauéing‘
task confranting'tha indian Gaﬁernmént todéy.

A study on low income housing arxangements has

l revealed a large number of housing types; the finat classifi~
catlion is deplcted in figurew3d:

i

Seven different sub systems were i@eﬁtifigda
These are the sqaiter housing subs-system, the temporary
‘'Land revenue Subsystem; the Private Housing sybsystem,
the commuter Housing Subsystem, the public Construction
sybsystem and the public Assistance; subsystem.

The ggquatters Housing subesystem communities belonging

to this subsystem are located on land parcels over which

the pecple have no legal rights,; and generally pay no rent.
Houslng units are therefore c¢onsidered to be illegal structures
and are usually not counted as a‘parf‘of the housing stock.
The majority of the squatters build-stxuctures of a tempo:a;y
or semi permament nature; while some build no_structure at'
alle. A |

There are five major types of arrangement for

obtaining housing under this subsystem.Pure sqatters; Mini
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Sqatterss Abondoned bulldingsi Floating Squattersg
and structures on expropriated land. The Floating Squatters
can be further divided into four subtypes; as we shall be

explainadbelow,

Pure squatter settlements are formed by squatters
who group themselves té form communities .These settlements
usually appear on vacant and unused public and privété'land
or along public right of way Roads, railway, rivers,
canals and electrics power lines. They are also found of
slopes of ﬁil&s, areas subject to $looding, along the

beaches and in areas without vezaculer access.
Mini Squatters- are those who set up ﬁndepenaent and
igsolated dwelling units which do not form communities or

\ set£1ementsw They aré found living in areas accupied by

. othet land uses, usually on unuseable small plots of land

MininS@uat%ers arxe founid in high in middleﬁinﬁame_areasa
‘Squatters Weie also found in a}bandqned Buildings. Thése»

are old unaompleted:ar damaged structures which areleénside |

red as uninhabitablé; bﬁt.WhiQh can be used.by squattéis.
Floating +'équatter§ are those which do not occuéy fitédv . .
location in the city. They are éf two types: seasonal
Squatters'and Pavement Dweliééé. Seasonal structures aie

built by squatters which are purely temporary and appear in
particular seasons, following climatic, agricultufall§-baseé
cyéleé,'Boatvﬂouses‘berthed alon§ rivers and cansls are

used for residential purposes.
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There are two types of Pavement Dwellers, who are
also squatters, although theiz-housing is of the most
informal quality if it is to be cdnsidexed housing at all.
The open Air Pavement Dwellers are those who sleep on
pavements and do not have structure to shelterrthém@
‘Sheltered Pavement Dwellers usually build %empé:afy structures
which can be assembled as dismanteled within a very short
time, whilh some live under sheltexed or cantilivered |
part of permanant structures. Mast sheltered pavemenﬁ
dwellers can be found in public buildings such as transport
‘terminals, shapping aufgaa and buizding edges alongmﬁho«
minox roads.

| A final type of pure sﬁuatter-arxangement.iﬁ thét
ip which people live in sﬁxucturgs on ExprOQriaﬁed'Land;
These people are'aWaiting eviction from their previously
owned land, which has been appropriated by government forxr

development projects, -

The temporary Land Tenure Subsystem Bwelliﬁg units

in this subsystem are awned by, rented ox provided free to
present occupantSa In this subsystem bath land and ﬁhe
house are owned by private individuals, with no governmental

or dnstitutional involvement.

The Private Hougsing Subc

 ccn$u1tsV of Rental
Housing, cwned.ﬂausing;vand_Free‘Lpdging; surplus system. The
'Rental housing ié’furthé#divided», into Rental Tenements,
Rental Houses and.singie’peopleg_lodgiﬁgsa Rental houses are

found in two forms, single Family Houses and Subdivided



.~ employers to their respective 1oq&ncame employees eithex
free of chaige or at a nominal rent whlch is &educted |
from theix'salaries and wages. The texm of tenure in this
hausing subsystem usually ends with the termination
of employemerit, L

Gavexnnent Workexs Housing is provided by govdrnment
or semi government Instituticgs to their low ineome
employees'eiﬁher“free or at ﬁominal rents Private Organie
gations Housing is simiiarlto §he government type and
offers housing solutions to low income workets in the
private sectox. Factory Site Damiteries and Barracks
are constructed by the faeﬁaxy owners for their low income
workers within or near'thé'fagtary premises, The housing
unitsare uéualiy in the‘f@mef dormitories and barracis,
. which are esséntially rew houses sﬁbéivided into a number
of cuﬁelés each occupied by a singie family. These units
are provided free of charge and avallable mainly in induse-

trial areae.

Maintenance Staff Quaxters are accomodations provided
by employers to their maintenance staff, such as domesticy
servants, g&ardsidrivexa,‘cLeanere and gaxdners who stay

at the work place or at the employers residencém

Shops and Work shops- also provide accomcdations
as free of charge . In this typewthe workers are living in
shops and workshops where they usually work. This type is

predominant in commercial and industrial arxreas specially in
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hotels, restaurants, small shops and repairing shops.

Surplus houses of charitable private 0wners which
are given froe of c¢harge for use by low income people are
calied Free Lodging Surpluss The occupants in this type
do not squat, owh; or pay rent, nor are they employees af
the houses,

The Commuters Housing Subsystem

Commuters are those people who travel regﬁlariy

© to thelir work place in the city from areas outside the
citys The commuters obtain their hcusing at their~place
of origin and try to compensate for their—hxgher travel
costs by lower housing expenditure. There are tWQ types of
. commuters identified in this study, Inter urban commuters

- and Rural cﬁmmutersg

I‘he Public canstwamm his systen

,consxsts Qf housing units built by govermnment agenaies fox

: law income people. This is a government effort to alleviaw
te the 1cw income housing problem. The dwelling units

ate elther sold or rented to the people usually at subé
sidized ratew. There are four types of housing available
in this *ubsystemq ?ublic Flats and Raw Houses,' Welfare
Tenements: Transit and relief camp; the Hire purchase

Single Hbuses’



-~?uhxic Flats and Row Housesw one constructed by
government or semi government agencies in the form of
flats or xrow houses, scme of which aré multi storey
buixdings + The Public Flats and Row Houses are permanent
-structures~which are partitioned‘inta apartment units,
each of which is occupied by a single family. They are
found in planned‘residential zones, and are available
in all the six cities 4in the study.

Welfare Tenements- are free uz h1gh1y*subsia1ged
dwellings provided by the government as part of its soclal

welfare scheme.

Transitc§¥iﬁeliéf Camps éie ﬁémporary accomodations
provided by government fof‘diéplaaéd persons. Transit
Camps are dweiling‘ﬁnits for lowincome peoplé who cannot
be pemmanently sattled immediately. Relief camp are those
units prdvided to people rendered houseless by disasters,
natural calamities, and way . The transit camps are permanent
structuras whemeaéith& ro)lief camps are temporary or make
shift buildings« Hire ?u:ehase Single Houses are dwelling
units ¢onstruuted by the government for sale to low income
people , on an instalment basis.

Housing units in Public construction subsystems are
essentially located in residential zones especially in
planned communities . In some cases they are also found
in suburbs, ' |
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The Public Assistance Subsystem- This subsystem

is one in which the-ga#ernment and the people through

joint effort try to solve housing problems. These housing
solutions are based on the impr¥ovement of existing housing
units or on’ the creation of appartunities for people to |
build their own houses. It -naturally, encampaeseé;_ﬁhéreﬁaxe,

the provision and improvement of amenities and services.

This subsystem can be divided into two main forms
of public assistance, squatters Assistance and Assistance
to Private Housing.'The~?;¥mer‘éan be divided into three
. cafageriesa Squatter Improvement; Squatter Resettlement
-and»Toux party Sites. Squ&étéx'xmprVement further sube
divides iﬁta lan& subdivision,Neigﬁbourhao&fAmeniﬁies and
, Gﬁnstruct1on'l6éng, while Squatter Resettlement subdivided
into sites and services and Core Housing. |

. Agsigtance to.Pz&vgta Housging can'bevdivideé into‘
two categories. ﬁasisténae to Renfalvﬂbusing and assistance

- to owned Housing. Assistance to Rental Housing is subdivided

. into four types; Neighbourhood Amenities; Transfer of

ownership Scheme; Struetural repairs; and Quarterxrs.

" Allowances. Finally assistance to owned Housing 18 sube
divided into five types : Neighbourhood amenitiess Aided
Self Help Houses$ Rental of aﬁzﬁdoned propexties<§;¢ﬁovern~

ment Loans ﬁa buy Apartments and Row Housesi and House



Construction Loans. |

- Under Squattex Improvement Land Subdivision results
when the land which is at pregent illégally occupied by
squatters is subdiviéed into smallexr parcels and told
- to occupants: This type 1s found in ﬁagi¥e onlv.
Neighbourhood Amenities in Squattex.imprevement, which
include provision of basic infrastructure such as &ate:,
eleéfricity, roads an@rwalkwaysg_sewage and garxbage
collection are provided to improved the condition of

squatters.

Construction Loans are provided by government
agenéies to squatters to build their houses. Under squatter
Resettlement the Site and Sexvices type 1s that 1n which
the government develops land by providing infrastzucture,
and allocates it to former squatters for resettlemeﬁt. On
the developed plots the settlers build their own structures.
MQst of the ééople-benffitfing from these schemes are
formexr squatters who are evicted from other location in
the city. In Strua%&ral Repair prog&ammes cld rental

houses and tenements are renovated by thc governmenti.

Under Assistance to Owned Housxng, Neighbourhood
Amenitles are provided by public agencles to the houses

owned by Lew income people . In the Atded Self Help Houses
type, the government provides the land, consitruction



'materials and technical khaw hﬁW‘WhiléﬂiabOu# is provided
by the people themselves. This assistance is provided at
the Community level. Loans to Buy Apartments and Row Houses
are provided to the low income individuals by the government
or state owned banks. House Construction Loans are provided
to the low income people by the government or commexcial
banks on favourable terms to build or repair dwelling |
units. Loans are available to iﬁéivi&aa&s or groups of
people. i d'm ess
This study gives a brief out line of ‘the.rediness
and complexity of the low income housing delivery systems.
Given a better understanding of the requirements and -
constraints of each type of arrangement, it may. be

possible to decide on better allocation ef‘limited hausiﬁg
resources, »
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and Dock Labour in the centre (Notes~ Unit cost in

: L
brackets reprewent average cejling cost of HUDCO.

Table -8

Investment and Fh&éieal Target in Social Housing 1980-85

Scheme o Unit
g?st

A, SOCIAL HOUSING

Investment Targets (in
envisaged lakh dwelling
plans=-HUDCO units/shdes

s in GIORES pyan HUDCO TOTAL

485,70 180,00 16.19 3.00 19.19

12.95 120,00 ,0,03 0,13 0.18

- 183,50 = 36.70 -~ 36,70

1. EWS Housing 3000
(upto Bs. 350 PM) (6000)
2. LIG - 15000
 (351-600PM) {15000 )
3. MIG o | y
(5. 501-1500 PM) (55200°)
4. MG 40,000
{above B. 1500 PM) 80,000
5: Rural Housing 500
Total A

B Rural House Sites 250
C Apaxtmental Housing 35000

£31.03 600,00 53.76 4,60 58,35
170,00 = 68,00 = 68,00
246,00 = 0.70 = 0.70

To arrest the growth of siums in the fUban areas, the

main emphasis in the sixth plan is on the promotion of

environmental 1mprpvamént and on housing of cconomically
weaker section. The strategy here is to provide sites and

gsexvice with enough funds for a'cethtructure, benéficieries

being given loans upto Bs. 3000 per unit repayable over a
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materials and technical #nGW’hﬁw while labour is provided
by the people themselves. This assistance is provided at
the Community level., Loans to Buy Apartments and Row Houses
are provided to the low income individuals by the government
or state owned banks. House Construction Loans are provided
to the low income people by the government or commercial
banks on favourable texms ta‘buxld or repaiy dwelling |
units., Loans are available to individuals oxr groups of
people. |
» rwchness

This study gives a brief out line of ‘the. radiness
and complexity of the low income housing delivery systems.
Given a better understanding of the requirements and
constraints of each type of arrangement, it may be
possible to decide on better allocation of’limited hausing

resources,



CHAPYTER -~ III
HOUSING-FINANCE AND HEALTH ASPECTS

3.1 PUBLIC HOUSING:

The expenditure under the five Year Plan on
publi¢ housing increased from Rs. 480 million in the
First Plan to Rs. 14908 million in the Sixth Plan 1970-85,
Ihé details of investment in housing for différent plan

periods are as follows:

Table « 7
Plan | Rupéesrin millions
First Plan | ' 480
Second Plan ' . 800. )
Third Plan ' 1100
Fourth Plan : 1410
Fifth Plan 65000

sixth Plan | 14908

Major part of the public sector out lay is on
social housing schemes which receive institutional
finance also. The aggregate investment in such schemes .
and the physical targets are indicated in the table 8 ’
belowe.

Includes pkovision for rural housing also.
a) Includes Rs. 637.35 crores of social housing in the

states sector and Rs. 10.2 crores on account of plantation

~



e & o

and Dock Labour in the centre {Noteg~ Unit cost in

’ v
brackets reprewent average cefling cost of HUDCO.

Table =8

Investment and Ph&éical Témget in Social Housing 1980«85

Schene Unit  Investment Targets (in
cost envisaged lakh dwelling
Rs plans~HUDCO units/shies
- : s in GTORES pyan HUDCO TOTAL
A,SOCIAL HOUSING - - _
1, EWS Housing 3000 485,70 180,00 16,19 3.00 19.19
(upto B+ 350 PM) (6000) , ‘ _ _ A
2. LIG N 15000 97,10 150,00 0,64 1.00 1,64
" (351-600PM) (15000 ) | |
3. MIG g amn o
o BIG e iean Py | 25000 54,80 150,00 0.20 0.45 0,65
4., HIG 40,000 12,95 120.00 ,0,03 0.13 0.18
(above B. 1500 PM)} 80,000 _ |
5. Rural Housing 500 - 183,50 = 36,70 = 36,70
Total A 231,03 600,00 53.76 4.60 58.35
B Rural House Sites 250 170,00 = 68,00 = 68.00
C Apactmental Housing 35000 246,00 = 0.70 = 0,70

To arrest the growth of slums in the §§ban.areasg the

main emphasis in the sixth plan is on the promotion of

environmental 1mprpvemént and on housing of cconomically
weaker section., The strategy here is to provide sites and

service with enough funds for a'caqutruature, beneficieries

being given loans upto Bs.. 3000 per unit repayable over a



~48

period of 20 to 25 years at concessional rates of

~ interest, The scheme envisageé that fhe beneficiaries

being given*loéns’ﬁptoﬁm;-éﬁobper'unit repayable over

a period offzo‘td 25‘yeaz$aticoncessiona1‘ratetof interests,
The scheme envisages that the behxficiaxlés will

themselves giadually inmprove ihe,qgality of achmmodation
1n,thé'couzse of tiﬁe.AIt is'raalise§~that the public //////

sector, has only a marginal, though promotional, :ol”f 4/
play in the provision of urban housing. Givem t /
reéouxcevconstrainfs and mo;§ pressing agg,'
clagims on public resources, the vast -~
housing in urban areas will have
resources. The role of publi : |
restricted to the 1mp:vy///} o o
of housing to som R | ,'“" ';4; plans
of agences 1 - ];ﬁ L by the life
{HUDCO) - f;;iJ,”- 1 Insurance
re R 44 extent from
fi ‘ _ - {tion to housing
the s L : | fareh, 1980 ammounted
provisi\ | ? - | ;te Governments CO=
of;houses S Y HUBCO and indivie
'~ Provi | _’/ﬁgllion to varlous states
- ’foildeveldped ;;ntation of villages housing
N HUBCO has been functioning
\ | /Mdertake, housing, urban develop-
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ment and building material schemes. The main sources of
finance for HUDCO are equally, contribution by the Government,
borrowings from LIC and &IC, and floating of debentures.

By the end of december 1980 it has a total resource of the
order of Rs. 2551 million. It had sanctioned in the same
périod loans to the extent of Rs. 6694 million for 1391 housing
and building materials schemes in 339 loans in 17 states, 4
union territories and several rural areas. Under these
schemes, 7,41,173 residential dwellings, 5 4698 non

residents buildings, 1,39,673 residential plots and 3336

non residential plots will be developed. Of these 36

percent of the dwéilings and 76 percent of the plots are
for~familiés carning less than Rs. 600 per month. The

HUDCO is allocating 55 percent of its loans for EWS and

low income groups. It is charging concessicnal rates of
interest of 5 percent and 7 percent respectively for the

above two categories with a respective repayment period |

of 20 years and 15 years. The cost of ceilings for the
various income categories have been fixed with reference to be
affordability 6f the benefit ciaries and maximum propoxrtion of
monthly income which can be devoted for housinge. fhe HUDCO has

started financing rural housing schemes from 1977-78 and is providi

176973
GFTTRAL LIRRARY [IIVERSTTY OF ROGRFED
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period of 20 to 25 years at concessional rates of
. interest,-?he's¢ﬁeme eﬁ?isgges tﬁat_&he beneficlaries
being given*loans’dpto m;~SGOéperunit repayable over
a period of 20 to 257yeaxsat:¢oncesaiona1'ratefof interests,
‘The scheme envisagea that the benificaaries will
themselves gradually imprave the quality of accommadation
in the couxrse of time. It i$ realised that the nublic
sector; has only a marginal, -though promotional, role to
play in the provision of urban housing. Given the overall
'resource constraints and more pressing and competing
clagims on public resources, thelvaét majoriﬁy of additional
hauéing in urban areasswilx have to be met'by private
resou:ces.-rha!xqia of public sectoxr is pupposed to be
restricted to the improvement 6f'slums, direct provision
of housing to some of the urban poor and encouragement
of agences like Housing aniﬁrgan developaent ¢arporation
(HUDCO) which can promote the marshalling of private
reéources into housing in a contructive maﬁneriAIg?tha
field of rural housing the minimum. Needs programme under
the sixth Five yeaé plan places a high priority on the"
'provision of hou&é sites and assistance of construtticn
of houses for the rural landless workers.

Provision is being made of'mu_250/~ family

- for developed fplots,and constxuction_assistance of

H
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Rsa 500/qt;;m$iy,.foii&evelaped,the_ﬁarget group being
the‘léndless werkers'membering aboutfi445'millionll

It 1s recognised that with this kind of assistance,

the houses will,havé to be built with only .amet mud walls
and tiled rooﬂs, but the pxogramme will at leaét
providé a minimunm shelter to the rural landiess
workers, It is proposed that organisations are set

up at the local level £or disbursement of assistance

in the form of cash or materials and to assist the -
beneficiaries in developing layout and housing plans for
a cluster of houses such»thig%gfaifr access as

‘well as drainage including :dabours is available for
these sites. Attompt would be made to obtain all

materials such as tiles from local parties.

The public éector investment undex the gtate plans
is being supplimenied bﬁ loans made available by the life
insuran¢eaaxporation (LIC), HUDCO and General Insurance
Corporation of India (GIQ},‘and to a limited extent from
commexcial banks. The LICs total costruction to housing
deve&bpment by way'of loans upto 31st Mareh, 1980 amﬁounted
to R$.10,285 million,givén to the state Governments co=
operative housing financevsocieties, HUBCO and indivie
duals., The GIC allacafed Rs. 140 hillian to various states
during 1978 -~ 79 for the implimentation of villages housing
and EWS housing schemes. The HUBCO has been funciioning

from 1971 to finance and a undertake, housing, urban develop-



ment and building material schemes. The main sources of
finance for HUDCO are equally, contribution by the Government,
borrowings from LIC and &IC, and floating of debentures.

By the end of december 1980 it has a total resource of the
order of Rs. 2551 million. It had sanctioned in the same
period loans to the extent of Rs. 6694 million for 1391 housing
and building materials schemes in 339 loans in 17 states, 4
union territories and several rural areas. Under these
schemes, 7,41,173 residential dwellingé, 5 4698 non

residents buildings, 1,39,673 residential plots and 3336

non residential plots will be developed. Of these 36

percent of the dwéilings and 76 pexcent of the plots are
for'familiés earning less than Rs. 600 per month. The

HUDCO is allocating 55 percent of its loans for EWS and

low income groups. It is charging concessional rates of
interest of 5 percent and 7 percent respectively for the
above two categories with a respective repayment period |

of 20 years and 15 years. The cost of ceilings for thé
various income categories have been fixed with reference to be
affordability of the benefit ciaries and maximum proportion of
monthly income which can be devoted for housinge. fhe HUDCO has

started financing rural housing schemes from 197778 and is providin

176973
g TTRAL LIRRARY DIVERSTTY OF ROARFED
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funds to state agencies for housing projects in rural .
areas for low income families provided that the total
:cost.of a house does not exceed %@féﬁﬁﬂmHUDCG o

has assisted 14 schemes for setiing up tﬁdustries for
manufacturing bricks, wooden components, tiles etc. It has
sancticned loans amounting to Rs. 366 million to the ¢orpor-
ate employees in the public and private sectors for const-

ruction of houses.
3.2 PROBLEMS, OF HOUSING FINANCE m mvssmENT |

Housing as a groblem is not unique to Indiae. There
is hardky any country whather developed or undexvelaped in
tnhe world tcday which could 5ust1y claimaﬁita have solved
its houaing problems The housing deficit is estimated to
20 million units. (13) '

chsing cannet be conseived merely in terms of
houses oxr dWelling‘ Xt has to be conceived together with
‘the,phsyeal and techno-economic environment in which the
hoﬁsas.existq 1tvcamp:isesﬁroads puiblic uﬁi;itiesg like
Water‘éﬁpply drainage, sewerage and community facilities
like schools., parﬁs playgrounds and dispensaxies otc.
Any such investment in housing in the sense of dwellinga

alone is 1ncomplete.

. The problem of housinq in the poor and economically

less developed countries becomeseven more intense because
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“sueh countrles do not onlv have se&v%ees housing shortages,
| grawing additional hcusing needs and paor housing stccks

but are awfuliy deficient in essential services and facili-
ties also. A large number out\of pvex(é@ﬁ_%&@i)uxban,nothing
to s&y'nf‘ruxal, areas do not even now have protected water

supply‘servicas drainage and‘aewerage and adequate foadsg

zﬁ'has been‘estimafeérﬁhaﬁ.in the capital cost of
a township for 80,000 inhabitants, housing investment
represents only 45% of the total cost of the road
and public utilities alone represent 20 percent.
Accoxrding %@ as%imate§'made in Delhi Master Plan, expenditure
on community faéii&tieg alone amounts to about 25 percent
of the cost of hpasinés Thus for every B, 1000 gpent on
Houses another B. 500 or so are needed to make hcusing
functionally and'soaialkv livable of which Bs. 250 or

g0 will be needed,fbr community facilities alone.

Housing is not a static but a growing problem.
Rapid urbanisatioé, particutaxly in those countries
which have just begun to memeses make efforts to move
along the path of econmmié-énd industrial developméni,
?imbiies strﬂctural,changes in the economy and a drift
of pupulation from the rural to the urban areas. As
this urban ward ﬁrift of population gets accentuated it
creates the immediate problem of housing the migrants’
in the recelving urban areas. These migrants come

without any money or means in gsearch of jobs which do



not exist or exist for the small fractien of the

total aumber. They cannot afford any rent at all, at
least in the initial stages_of‘the;r sett;ement in the
urban areas. Besides migrétioa the ﬁigh natural growth
of urban population ( 2% during 1951-61 in India), the
rate of family formation due to increased geographical
and economic mobility and perhaps partly due to graduai
beaking up of the traditional joint family system £dd
to the magnitude of the housing problem. Exorbitant
rents; overcrowsding, congestion, slums and squatting
are eloquent manifestations of the worxrsening housing
situation.

INVESTMENT IN HOUSING:

Housing may fall in the categoxy of both
consumption and iavestment. The quality in its character
as an economic eaﬁegary has an element of inherent
-contradiction, As one of the terms of consumers expen-
diture it is governed bv the levels. of personal or house
‘hold incomes,‘amployemént, and the pattern of income
distribution and sevings in a given economiyz, within

the limited family budget expenditure on housing
for most of the families has to complete with more

essential needs like food and clothing, childrens
education and health.



Con31dering housing as an investment two

principai agencies making investment in housing may
by distinguished (1) Private owner and (2) Public .
authorities of all descriptions., Private investments,

no doubt contribute the major share of total housing

investment in all countries excepting in a few

centrally planned ones. The tenure status of houses

as in 1971 is given below.

Table -9
Tenure . Total No. of c¢ensus -
Status household
India Total Total 97,056,737
.Owned 82,080,270
Rented 14,976,467
Rural ' Total 77,935,246
~ Owned - 734070,545
‘ Rented - 4,864,701
Uzban . ., Total 19;%2ﬁ;4§%
COrvned | 9,009,720

Rented

10,111,766

From the above table it can be seen that

while in rural areas 94% of the houses are owned in



urban areas more then 50% are renteds Thus it is
obvious that private‘inveatment in housing plays majorx
role in the field ef'housing. But as mentioned before
25.6% of them are in bad and dilapidated condition- _
In addition to this there is a bBousing shortage o£’19.7
million heusess

In private invgstments'it,isvnozmal to expect
that these investment decislons will be governed by the
rate of return on the money invested. And this decislon
will be greatly infiuencéd by cémparative rates of return
~ in other investment channels in different sectors of
economy like industidial, cnmmexcial, baﬁking and financial
'If for ékample industrial shares give 10 to 17 percent
or more return as estimated by a foreign expert on the
basis af':esérve bank Survey of 1001 Indian Péblic Limited
companies, investment in rental housing will not be made
unless income from rents aempares'fév6urably with returns

from other possible avenues Qf inﬁesﬁmeﬂt.

Against the nomrmal expeetationa of the average
private investor may be set the rent payxng capacity of
peoplem The rent paying capaciﬁy &s determined by the
level of personal family income iﬁ thé case of individuals
and by the pattern of income distribution in the c:ommur;:lc'ltg‘

at large. India's per capita income was estimated at s, 35
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Tha-raﬁgé of variatlon in iﬁcéme disﬁribuﬁiaﬁ ié not

pxecis@iy;knéwn,,ﬁrgm.13 of thefsagiéggconamic_suxﬁe?s

sponsored Wy tha'Research Pragxammes éommiftee'iﬁ selected

cities of India it 15 hawever, fcund4that abaut 80 - to 90
‘pexeent of the families in the cities had a monthlv |

~ income less than mu 250, Families with less than . 100/*

PiM, were ovex 50 pereent of the fammlles in most

| citiesa Families with aver %. 500 P.M. income ranged

e frmm less that 0.5 ta less than 5 0 percent‘eaggzi in’
Calcutta and Bumbay where the respeative percentage was
.8 to Dabs ASSUmlﬁg 10 ﬁo 15 percent of the incame

as the reasonable rent paying capacity over 50 percent

'families in cities and‘tQWﬁ$ cannét affoxd more than |

Bse 10 to 15 month rent for~tha1£ house se For this mass

\of needy humanity even the ecanomic rent at

ok
oa minimum one room dwelling, egtimated of Bse 28 per

month by the minisﬁxy of wcrks, Hbusing and supply,

is an almost impossible prOpasition. In as prosperous

a metropolis as Delhi households. paying less than Be10/
monthly rent account for 38% of all households.

Undar these cizcumstanaes it is logical to
infer that no private entexpeneouxs will feel altruistic
.enough to sink money in rental housing forgthe people

in low and middle income groups who constitute the bulk -
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‘;Qéf our pepulation. This perhaps explains why luxbrious
flats, apartments, and bungaiow which amortise from |
eé%bztant rental incomes the total investment within

7 te 10 years are available in plenty Whereag modest
dwellings are no where found construeted except by a few
ownex occupiers, public bodies and industrial cancernes.‘
It also follows that 1% will be futile and chzmerical

to look at private investment in housing with any measure
of hope as far as the housing problem of the masses is

concerned.

Tuxnflng to the role of the public sector in .
the fleld of housing, the ability of the public¢ autho~
rities to make investment in housing ox foxr that matter
any invesiment in the ultimaﬁe‘anaiysis depen&s upon
the level of countxry's economic development itself. In
countries with low pexr éapita income, luw~saving margins
and low rate of growth the public revenues are gz zossly
inadequate in relation to the multifarious pressing needs
‘awaiting fulfilment. | |
.On the meagre public revenues there are numerous
competing demands which include defence, essential projecis
and programnes including developmental ones. Inianxiety

to strengthen the economy at the grass root levels,
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allocations for houses from within thé limited resources

are bound not only to be small but also relegated to a

very low_ﬁridrity,.fhe rationdf the outlay on housing

to total p;ah paé lay has remained as low as 1.7.
This" happens hécause housing investment ia'charaﬂ

cterisedgbyﬂhigﬁ_aapi%ai output faﬁio,-1a¢ks spread

aeffect on growth potential in the sehse of its direct

cqntxibutioﬁ to,farﬁkeé éé@ncmié growth and is unable

to cgntxibute to foreign exchange earnings.

The limitations of the.public‘sector thus
‘zule out the only salvation of the problem for the teeming
millions, namely construction »f millions of dwelling
units whthin the short term and subsidizing their cost
. of construction or rents to bring them within the reach
_'cf'thg masses. Both these propositions would pries-ona
facie, appear somewhat fantastic¢ because neither cons~
truction of houses on a scale commensurate with needs
noxr the amount of susidies involved there in are any
way feasible,

3.3 DECENT,HOUSING A RIGHT POSTPONED
'~ 3.3a Health and Housing (13)

Though the magnitude of problems in housing

investment seem in surmountable the E,W,S and L,.I.Ge-

also have an equally pressing need for good housingek
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Hundreds of milliens of people tqday,liﬁe
in dialapi@atgﬁ;ﬁeterearaﬁeq,.dangerpus,ﬁousing_ ‘
accomodatlons. Studies in different areas of %hé
world reveal that death rates from.a variety cf |
diseases, pneumania. influenza, tuberculosis enterie
disecases~ are 15 to 2 times as high in bad housi.ng
as in good faeilitiess An.evaluatienrof this pr@blem _
in New York City documents the validity of these
findings. Bad housing is not onlv & menancey but it
- Fails to provide an environment foxr rest,study,
aanteﬁplatién; individual work and‘énxichmenﬁléf the
ISpirit; without which man does not survive . Ths result
 £5 a 1oss of moralagdasxructlcn o¢ life foxces and
concammtant lack of. interest of life»and living¢ This
isAxeflected indespair and poverty which campouad the |

disease problem.

_ World technology‘ngw\providqs_the‘skillsﬁtQ;.
pyavent this situation and to provide a healthful,
4wh0ie*¢me housing environment for tedays people and
,genexatimns to come. The costs uf égggiagt¥or the sick,
fighting disease, helping the-poverﬁy stricken and
overcoming the savages of sacial decay that accomodate
‘bad housing, are so great that eommuniﬁies musi sacrifice
educational facilities and other valuable cammunity
assests to pay the bad housing bill, Planning and action
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by the discipline involved in this problem, will right

this wronge.

‘Not with standing the extreme difference among
peoyle;‘afvlanquaga, culture, temperament, :éziéiqn;
mode of gabethent,'oheprﬁneiplb-prevails amoﬁg all
peoples akl évarﬁthe world. Where thexe is:bad'houéingﬁ‘
ignorance and pOVérty, there will always be markedly .
incveased discase rates and positive evidence of social
decay in the individual, family and group. Studies
of residents of bad housing in urban areas all over the
world demostrate this fact. An analysis of v;zal statisa
txcs of Nﬁw‘York City confirmsthese fzndings 1n coneeect
t@aatang.paor,hougxng and low inceme gxoups with disease.
It will be seen from this oamparision of areas that the |

' bad housing areas infant mcrtaxityfaore than tw:ce as
high ; matexnal moxrtality is four times as high; tubercuw
losis mortality incidence are five to sir times as highg
pheunonia and 1nf1uenza mortality is twice as high

_ dllegitinmacy is twelve time;s as prevalent: pramaturitv
occurs twice as ofteng the 1ncidenc2&;;g;;£;¢s is more

than seven times as high and-bacxllary dy sentry occurs
eléven times more fregquentlv. Lead poisoning in children

also is directly associated with slum dwelling. Buring |
1969 there were 532 cases of lead poisoning with 8 deaths



of children in New Yorxk Citﬁ » The children bﬁéama sick

_ after eating part@cles of paint cqntaining}leag.ar

chewing furniture, ﬁindQW“Sillg and ather,surfageé;ji‘

which had been covered with -lead paint. This very serious.

diseas® which may=én§'in death or permanent brain | ‘,

damage is available‘withogt too much effort.

~ Another avoidéble_envirahmeqtal_bazard,ip the .

-&eﬁeﬂorated slum dwelling 4s éarbgnj monoxide_pbﬂ;seningw

Carbon monoxide is generated in the»1ncomp1ete;eombustion

of any matexrial containing_ca:bbn used foxr heaiing or

cooking, such as coal, oil, wood, peat, gas,_e%ea__
 When carbon monoxide is generated in an airless or
poorly Wentilated xyoom, there is a rapid build?up of

this damgerous gas. | | '.‘3'

‘ | The folloﬁing tabla-sﬁawé the home carbon monoxide

dea%ﬁs f&cm gas applianses'frcmﬁigﬁibthraugh1?64@

o Table =10 L
| é

.

| yeafv' | 'rptal'incideﬁts» Fatal B

'Non Ffatal

1951~ 290 99 385
1952 330 - 38 173
1993 ~ 162 o 45 22t
1954 233 . se 226
1955 240 . 45 357
1956 132 28 218
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1957 - 9 165
1958 | 80 . 13 142
1959 48 9 88
1960 3 | 5 65
1961 t6 | 3 s
1962 28 a2 L 67
1963 10 2 34
1964 s s 9

The reduction noted in the table was accomplished
pximarxly as a result of an intensive educational and
appliance inspaetion,programme.

Deterioratea houses with bad structuce éesign;
double walls and floors often provide harnorages for
ratfs. | ' - | E

When the homes are not maintained prcgeriy and
there is food and water available rat¢s will make such
~harborage their permanant nesting places, Although .:
',New Ycrk City has an extremely low incidence of raﬁgs as

& result of years of education effort, coupled with
3 1nspect1on programmes and technical training carried
.cut by the Health Department, thore still remain pockets_
of raté#s infestation in some of the oldest slum dwellings
in the ¢ity, Here the problem is. to reduce the population
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to the absolute minimum and keep it aﬁ;thatgratqbntil the
‘occupants can be relocated, all the rat@gs exterminated
and the building demolished. While there is no rat
bofizne disease in the New York City, infants who have
just been fed and not washed properly may be bitten by
the rat in his search for food,

Home accidents also have their highest frequency
-in residence buildings which are poorly designed, badly
-Aighted,and’constxaeted and which have'ﬁeen allowed to
become hazardous as a result of neglect. Lack of proper
maintenance, defective electiical wiring inadequate
facilities for collection and storage of garbage and
refuse prior to removal from the building and corxﬁ&ed;
broken;, heating gag Jines and other heating and cooking _
equipmaﬁt_an& responsible for many fi¥es in slum buildings.

'In the extensive repoxyts correlating housing and
health theré is general agreement that it is the interplay
of bad housing, poverty, ignﬁranceandisqu%egaticn
which is the~ba§$c problem, Such factors go hand 1n;hand~
whth malnutrition neglect of symptoms and lack of medical
carce | |
{ Thesegfactors Interact to bring about social
disturbances in individual and ?amil? 1ife which are often
nor destructive their disease manifestations or physiolo-

gical malfunction. Much damages is done to the health and
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well being of c¢hildren by a aenge of chronic infexiority
due to consciousness of living in sub-gstandard dwellings
lack of suitable space even for eating and sleeping ,much
;esa far’the amenities of life will seriously handicap a

- ¢hilds mental and physical development. The c¢hild who
suffers the filth, the dazk dani(squaﬁaﬁ y who lives
with his dﬁmoxalized paranta in an atmosphere of

misery ané resentment cannot grow upto adulthood with

~ ready acceptance of the role of a responsible membexr of
‘his cammuﬁitya‘Mere likely than not he will be a p,rqan
upon his aaighbou:s 1natead of a ¢reative contributor

to the general gaod.

Ptﬁvacy is an eségatial #equirement of healthful
housing. If the need which evexy human being has for a
refuge fﬁém the noise, tensian,ftraubles and frustration
of the outside 1s not met the individual and soclety

ﬂﬂ_inenitabﬁiy pay the-prieea

] l Anathex common fault of bad housing‘is insufficliont

light. In additicn to 1mpné$ing efficiency and eyegstralin
thame is the pbychological effect of depressiveness.in the'
giaom’ unlit , spaces For most people, light is a

| nacessity n@t-onimb?ar éfficliently carrying out the tasks
of daily living, but also as & stimulus, The peoet writes
Joyously of light as if it had a life giving quality of
its own, No hah should be deprived of light, a natural
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_expilarant , so helpful to the down trodden and so
heating to ﬁhdse in need?éf'cheéﬁz'“ '

| Conditions in a dilapidated,badly equipped hame |
make prcper natural care and 1mpassibility. This may
cause much unnecessazv 111 health in infants which may
S0 handicap the natural learning skills of the ¢hild as
'tc be directly respansible fex 1ts backwardness. The
child and the community, now havqto pay heavilv for this
burden. This will be even further aggravated by ‘the
cvexcrawding'which pravents propex study lack of sleep,
exhaustion, faliure of parental inflnence and will
1nev1tablv result in a dissolute life in an atmosphere
of despondéncy and hopelessneaé;

' Mahy, of course , survive such environments. Yoo
many accomplish this ‘survival by the aquisition of an
:unpenetrability which bars cammunicqtionw either in ox
out. Theb£e§uxt - sodiéty af empﬂﬁéss» of crowds amd
faceless individuals. The process of social gr¥owth aﬁa §

. 'enrichment slow up and shraink into stagnations Individuals
find their life outlets in self destruction and often
destruction of others. Security giving family life with
its intimacies, juys, and its beauﬁy is desttoyed¢

;Instead of grawing up with gracious consideration for

_ane another, such deprived 1ndividuals often bacame
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able ia adVanﬁe'ﬁhvaigally;sodial;y and intellecdtually

despite the handicaps of poor home environment. In the city

of New York the Heqlth Qgpaxtmenﬁ'héé ééi&léﬂ on a variety

of such activities with godd #ésuité.' Assoclation between

péér‘hbusing and health iécﬁbériy'biOﬂght’ouﬁ by selected
data of’new-Yor City given in the fcllowing tables

Thb&e - 1% ( New‘York City Bata)
Refq 13 ‘ ! .

R D
'ﬁoﬁéiz{é-‘ B msftﬁété with  Districts with
. . pooxr hoqsing good housing
~ Percent” deteriorated S -
or dilapidated o 32,3 S 59
‘Morta.lity tates(per ). | |
infanﬁs - 3 -;__.. 39,% , 174
Maternal | , »ﬁ?,é' 1.8
Tuberculosis - 22.% a4l
o canﬁei o o 206;? ' 193.8
'Diabetes 304 17.4

T Caxdiénveseﬁlar, o | -

* _ Renal diseases S 646,95 554.,9
Pneunonta, Influenza 66.2 33.0
Hbme'acéiaents - 15;4 o 9.6

ALl othertouses 12.8 9.6

A Unan
VMWV
aeaaé?WYOFQXMMﬁ



3.3b EVERY HUMAN HAS A RIGHT TO A DECENT HOUSE (8)

oﬁ 10th bedember§ 1948 Shé‘éoiemh &eclaratian ,
of the Uhited,Nationg‘on.ﬁhe fundameﬁtal rights af'maﬁ,
established in Articles 25" Evexy person has a right
to an adequate standard of hcusing, which ensures him
and his;fami&% héalth. welfare and éspeciélly food;ekothing
housingesese * | |

The right %o housiﬁgfshculq be considered, then, on
the same level with thee#éenﬁigl»righﬁs_of'subsis#ence
. as are food, ¢1othing, meai'&éx 'aitentian, rest etc. All of
" these are indispensable elements in erder'that man live in
a worthy manner and at the same-timerfulflll himself as a
person, o | | o
| Wthﬁy-heﬁsing’is‘a fnnd?mental'xéquiSité
4in brder”th$t7maa-fean his home where his childfen are
ito grow and taae their first ateps in community.
| From, this derives the importance that this right be
recognized and put into pracﬁica. x#.&ﬁrdoes not become a
Hj-reality many of the citizens af our planet will never become
positive agents in the creation of a better world,
' ~ In this respect the government has a primordigal task
to give to their peoples the possibility of cwning their

own home.
1t wﬁll recognize that one of the greatest services

a go#exnment_can render to its people is to give each family
the chance to build its own individual house,
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dosigne €0 agsces tho additional cost involved fop horizontol/
vortical oxponaion, Theo cost of additional xoom on the ground
floor 1u B 1,080/~ while for the vertical expénawn, the

coat of adding additional room on the ﬂzﬁﬁﬂm& Anciuding the
cost of the ataircose was By 2,379/« This indicotos that the
expansion of a house on the firzot floor will hove & construction
-c-ueﬁ nigher by 21.8% whon compared m c¥pancion on géaund floor,
Thias higher cost rosults mainly due to the conatyuction of stolrw
case and nonwavailsbility of o common wall for the additional of o
BOoMe

COST OF LANDs

- Plot shzce for bath the type designe wore dotermined
by providing oimilor argos ¥or the fyont and roor courtyard
with & concopt of row houaing in both scases, For siagle storoyed
congtruction; 26% moye plot aroa io roguired to be provided
for the future room, Varlationd in ;:zmﬁ' pize will loed to
alfforent donsitlos obtainablo for cach type dosign, Optimum
densitios obtaingdle for cach ¢i.0 plot wore sstinatod, Thege
are 120 ond 150 dwollinge por hectere for 56.00 GogemBe
(Lorizontal exponsion) end 41.44 gqumt, {vertical ﬁman_amﬁl
- plot aress rospoctively, This rosults in 36X highor cost por plot
. for single stoxeyed construction.

, Total cest por dwelling unit for horvivontal and verticel
sxpanvian,todal cose af dwolddny vadt 1s the addition of lend ..\
' and econstruction coat. This indicatos that though conatruction
costs are higher for vertical owpansion, theso are moro than
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TASLE 12

COMPARATIVE COST FOR HORIZONTAL ve VIRTICAL BXPANUSIOHN.

Land cost forizontal smnaion ..
Be/uqemats Cont M epmmuniw Total

glw | ewh .

10,00 960 140 708 419 429 840
15,00 840 210 1080 622 a8 1047
20,00 $120 280 1400 830 425 1255
25,00 1400 350 $750 4037 405 1462
30.00 1680 420 2100 1245 4% 1670
35,00 1960 - 490 2450 1450 425 1978




offaet by savings obtoinsd in lond cost por unit,

In single storeyed construction & lossor density is
obtained to the extent of 30 dwellings por hook.YThus an
- opppmiiyf to accomuodate 30 move dwellings por hootare is
lost for the privilege of having oingle stozeyed developmonts -
Thin i¢ & loss which will result in additionod lond cost for
congtructing tﬁ@n‘ mma elsoxhors, Thia odditional cost for
30 plota la earaﬁasm ang s distributed ogqually over the
120 dwolling zmiu obtained in a hectare in caso of single
_ m&mw& songtruction, This 1g tormad as apporunity cost
m Table 13,

Conolusion &f cosh m.w m

It is aammdw tm the atudy that considering the
oppoztunity cost of lond, horizontol oxpansion of land,
m@mwim axpansion of the dwelling unit in the plotted
ﬁawlmmﬁ 4 oneogonomical vhore the lond cost charged to
the dwelling unite onceods By 19,00 por sqemte OF the lond

aliotted to it, |

If the opportunity cost is Ltgnored, horipontal exponsion
in thedwelling wit for plotted development 43 aconomical upto
a land cost {asloablo mros) of By 30/= por oqenits Of tho land
attached to ocooh dwelling unity:

Any deaign concopt should, therefore 8im at vegtical
gromth of tho house in 2 plotted dovelopnont whore the spleablo
cost of land is more than By, 30/« por sq.ot,



TADLE 33

COMPARATIVE ANALYSIS TFOR BUILDING DESIGIS

Vorticsl
expansion

PL0t area - 41,40 W2

Bufit up arca (Iat stage) 22,16 n? 22,16 »?
Nditional aroas o |
GoPae 1006 8% -
| FR{Exclentaircase) = - _
Total 4n 2nd stage 23,22 #% 34,04 W2

N I O

arpet aroa
Stode case aros (opon 5 sky)} T 370 W2
Comt of Addition of o Loom B 1980/e By 237/

Danalty avallable akth 120 DU Hoas 150 DU Hage
this design . ,
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maa study I-O-comparative coot atudy of corridor Getoss vo
ata}maaa (a7}

CASB STUDY ¢

843 In otomoyod ma&wﬂim, tho @wﬁﬁam s o oojor
itom of oxpondituras I8 1o, thozofoza, gmamw beliovod that
cconony can be achioved 42 o oingle otorcapos do provided to

" give aceaos o oo many dwelling wnito a0 pousibic by providing
an dntarnal op oxtesnal acceds corvider, Thus mny o plong arg
produged whoro B to 16 cvollingy units are given accoos by an

- entornuk oF gontral corridos eervad by o alnglo otaircases

Thero oo goeztalin obhvious disadvantogos of thig
gystome Pizoliye 44 noono lony corzidors which azo not protoodc
from tho clomonts (ouns Tolny ote.) iF theae aro on tho
otornal &uéfaeea of the bullding, They alog inmoreoch upon the
peivacy of oll the dwolling unite oncopt the ond ono, oineo
oyery one has 0 poog along oll tho evalling zmﬁtmv AD a poould
mindowg provided on this olde of tho <welling unil, ¢ond o
remain closod ¢hus otopping orodo vontilotions In cace of contral
corsidory though proteclied from tho clonento of noturoy thase
sond %0 bo danl, donp and & oouxco of nolow poliulion. Control
cozridors alpo malo it difflcult to provide croassvondilation
%o the@rolisng unitoe

Though thoge faclc are zocogniscd by plannora,
Architecto and Engincoxs alllioy thoe rotousse o such pxmmmg
1o tolkion nofnly on the grounds of aconcmy in tho use of ar a
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ndor circulation per unit and conscoquently in the share
. of cost of staizcase per unit.

In order to determine the ¢redibility of ¢his
generally accepted theoxy that the common corridors with a
single staircane leads to economy in cost of construction,
3 ease study based on a bullding design providing single
room tonements in a six storeyed block has beoon prepared
15 dweiling units are grouped on each floor and aré~appwaached
through a 1,22 mt. w&ée‘paaéagﬁlgezvééﬂhy one staircose. The
dosign haa actually been constructed in Bombay by a Government
Agency and 18 meant to house the original occupants of the
building which was domoliched due to obsolosconcoe

An altornative plan was doveloped based on the
roquirements as already provided in the orxiginal design but
sa:viﬁgvdvdWailing units on cach floox by a single stalrcase.
In this dosign each dwelling unit s apprbachedyfxém-ﬁhe
Janding of the stailycase, The net carpet arca in both the
dogsigns waa Rept same. A comparative analvels of cost was made
bases on thesa two doslgnse (Fifs 5, 4)

DESIGN AND PLANS It wizl be clsar from thé aomparativ
analyais of tha pilans that for the same carpet are th& alterw
native design reduaea the plinth aroa by 11,15%, In eptite of px
vié&ng‘one-staixtaéa'fﬂr avery 4 wnits, the axéa under circulage
tion (horizontal and vertical) is zeducod by 41.5% as compared
to that of tho original design, and there is s morginal saving
in the area under goxvices (Rtoilets ote.)
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COSTs Additional costs involved in-the proposed
alternative are given in the table 14.

‘As the access to 4 dwelling units given by one
staircase, the length of the walls in Hudco's design 1is
increased by 14.,7%. The cost of three more stalrcases is
added though the cost of the horizohtal slabs for the access

corxidor is reduced.

s,

) -'Y;P; .

e
i o

e me.enmgéﬁassﬁs From a cemparative analysis of the
costs, it is clear that the adéitional ¢o3t of extra wall
length and staircases in the alternative design is more
than off set by the savings due to evérall reduction in

the plinth area of elimination of the access corridorso

GéNCLUSION a‘Iﬁvis’ﬁﬁue cleaxr that it is more
economical to provide individual staircase access to
dwelling units in a group of faur'as,compared‘te providing
long passages or corridors approaching 10 to 16 units on each
floor sexved by & single staircases This economy is in money

tems only.

Over and above, this design gives unquanitifiable
advantéges and convenience such as privacy te each dwelling
unit, possibility of praviding‘crossaVentilation to each
dwelling unit, avoiding noise pollution and misuse of corrie

dors and protection from elements of natures



Corridor access Fmgam aﬁxw |
with common of 4 sarved by REMARKS
statycans ane stalircase
Kzacté)meumg {oach dwelling

mu}

 PAinth ares 2«& xr& mﬂ *ama u® Saving i’%aiﬁx’
Wall lengthss | |
Exteznal 9,38 ot 14,42 us
Internol 3.;64 "_ H | 3&“ "

13 Q2 mf; 7‘!4 W &t. Extra Longth
e . pEaaR

Additional of - e
longor walls - Pey 340,00

Extza on gﬁt@imgze o B 72 400
8% Lompar - ‘ 73 00
‘rate & By 1071 o *
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CABH STULY IX
ST DENEFLT ANALYSIS OF A LOW INCOME HOUSING PROJECT(CIWD)

The tnlon miﬂtﬁ# of Works and inusing informed
the prugs conference in August 1977 that an announceneat
had been mode by provicus Govornments dn V072, that 50,000
houses #ill be constructad for the gonaral poals Howover,
previcus Governnent hod comploted ooly about 99,00 houses.
1% wag now proposed to complete 30,000 houses, The work
is ot¥l) boing carziod on by the present governmont, Out of theone
230 houses wore callotted to CBRI, Tho houses o D6 constzucted
are of threo catogoriess A type, B type and C type with piingh
ares of goch type approximataly 27.80 gﬂ 82,26 @ ond 39,50 n?
tespevtivelys The A type and a Sypa houses will be gmmszta&
in twy storoyed blocke of 8 houses aaeh and © type to be @m four
 ahogey blooks of 16 housas mbaltha fates énd costae of various
building matorials ore given in the tadles

TADLE 19

Ratoxisls " Rate in &, %ﬂs of oagh catogdry
AT, A0 B 32,2000 39,5007

3 sand 32/ Ree 387,26 B, 240,08 B, 400.%
2. Bricks  280/1000 009,25 330 14949

3, Cament | 440/ torme  2360,66 269744 3910426
4¢ Steal 340/qte 19534 2082,%  4186,4




Be

Ge
Te

8,

i
0,
3 b
13,
| 14,
16
174

16«

Coarsa Angregate
e 20 om and down
Di 40 mm and down
Brick Aggregats

Timbey frams sand
shutters

Timher ghuttering
Baliten |
Line

saturien
Glass

Paing
Seaffolding
Bagon
Caypentey
Painter
Biack soith
Mazdoow
Fittings

Total

Sanfitary oand watey

0/

anpn®

anfa’
mﬂafs,&@ |
2,00/m
60/q2

31,5/0°
TR

TH04/Lt

16/ ey .

- V8/day

13/ day
8/dcy

supply 8% of the cost
Blactric installations

7% of the coot

Aatar ctzamw 5% of

the cost

128,70 144,00

w3

590,%  648,%

48,44 86,00 33069

' 1672.00 %gs@‘m 1980, 00

230wk ‘598,40

120,48
113,90
2448
3teH

Tia94
A5

68,7
1436

EL

140,16 13784

32485 440

$107,00  1037,93
"Mwﬁa 048,00
{02 309,75
146192 195,00
max 33’9 ¢4

1005692 12052, 3 $4704,08

33,346 062,50  1480,38

T460.67

45,92 42420



w3

- Contrantorts mafw 10% 1220,7 199572 1696.81

T

| | Yotal 108008 13866403 4905904
Land coste 6000 - T - 7000

arend total 10800,5 - 2066,03  2609,00

_ RIYSE X : .
o Thooe holists belong to the low Ancome employess whose
psy ssnge and sents ore given helows The tenants Five 10X ot
thoir pay as rent while 106X of pay would have been given w

the Govesnnents house aliawance in the absenco of this projects
Az gsuch in Serms of total saving %o the Sovermiont in taking up
thin projoct s token as 2% of the pay.

Pay renge Mean say - Rent
> By 10X ¢« 18 .
{rounded to noapost B 5)
L0030 200 80
I0D00 | a0 95
. B00w1000 ™0 190

BOONOMIC COST BEMEFIT ANALYGIS:

Ap mash hag been podnted sut, hﬂuaims achenon aw
8 part of 3tate Welfore Programmes, Thoy camot e gtxdgac!
pursly in te:ms of economic costs and ratusns, fven 80, A%
48 pertinent to anelyse the ronte charged by the Minlotry of



“Qfe

Houalng end torkn &n ordor $0 aoosos ¢thoky gonsistoney with
the nattonol gociad and cconomls policys The pricing polsey
of Housing Doords 45 oo impoztant os tho pricing poliey in
relation to food graingy clothing and othor cosontial dtons,
Tho rosulto might tell un, for inzaﬁmmg rrtmmwg e prieoo
and asgociatod cubsidles in housing are propogly cencoived,

~ In tho Aight of coot Xibonofit onolysis, ¢ho Covornment might
wioh to rotonsider and rootrusture i%s cuboldy polictes go oo
%0 noxindzo wokfero of thu cormunityy |

ho coet pox tan&:t congtruotad by HD fog low Ancono
groups varieo from 10300 to 26080, Data on suboldiscd ront
sharged por m:m ':a-mi geonomic ront por tonond havo Eﬁﬁa
" conputed for each catagozy of tcnentos |

Economis rond S.ae the annual coot on tho invootoond
bagod on tho provatling Entorest zatos over tho 1300 Bimo
of the houoos theo appmﬂg{:& :ﬁa&%o& a0 convort an Apvostment
into the oquivolont ammnal cost is ﬂ.@ﬁi&gﬁamﬁ ag tha capitald
ponovony foctor and moy bo corpulod from the formula

)N 7 trentar

sthovo 4 zopresont tho intoroot watefannum {exparcsacd a9 a
docingl factol) and H roprooents the yea# of agtivoted t4fos .
& or $a0 goolad vete of dictound has boon talon ac 107 and
tho averagoe lifo of o houso a0 75 poard, The rato of discound
105 10 on tho consorvativa sido but 16 hao beon talion an
‘uch bocause this ic $ho mumimas intarsst one can ﬁ@t Ll

_ oife odgod seeuzstion.



R

_thon ooy prosent oum of monoy 3o multipiled by tho Sepitad
gz@éamw factor for © yoar and gy intorcsad rato 4 tho psoduct
Lo e onnuol figuro gufficiont o sepay onactly tho pmwﬁ@
pun in il yeorn oith intoront rate .

Capitol tocovery £actor ot intoreot rate of 1065
for 0 140 ting of O yoors is

Celte © {290,403 72 7 (450490)wd
o {271 .80/1270,69
o O

™he ccongaie vondn of %m«s‘i‘gﬁa ave given in tho Tabio 3-2
TALE 368

Cotogory imgsmma Hogof Tonta Ewnamh:: gont  Suboidiscd

rentfathe
a 19300 88 168 T
0 20567 o6 168 ' 8%
c 24030 06 24740 400

Covornmont Rotummt on Envootnms {zondol) GARN w
This io measuzcd by taling tho amnuad oubsldicod wong pox
tcndt oo 8 purcont of ¢oot noz ten@ite This 1o tho xato
© of voturn that tho governmont casno on 3%9 zentol housing
inveotmondy Tho onnual ront 4o conctant oves time and tho
asoote 14€0 16 longs Hanco sho oirplo avtounting rato of gotupn
~ hag boen feganded ag an  040qUAtO ROATURO n PRIGANT Contoat

PLAMICD RATE OF SUSCIDY (PRS)2 Tho disgorence botooon tho
wmmiv rent and ouhoidiscd ront pon ‘acaqm trozhied ot by tho



Governmont £5 & mensugo of the subsidy thad 4% hag conselousdy
plannad to offor to the 1o fncoeme group tonenolis Toblo 4.3
surmariony the reauld of our analyais of dho rontal oshoreg,

¢ Ront/tidho GRR Annual Plannod
gonont ~ pato of 38 (g
gotuzn on oo of
fnvogtmend gubeidinged)
€55 based on
sudnidisod
sond}

A 19800 169 3,03 69467
B 22957 163 D03 49,4658
¢ 23000 2 847 1258

The foportont £indings that <ozgo from tho fovogoling
ganlysie aro oo follovme

(%} The roto of xgﬁgf an the Governments inveotmont in
169 income housing Ac Andecd 1w omcopt for the highcat olab
of aehenooe Tala Xo as 1t ohould bo ainco $ho solomo 4
qoand $6 holp the wosker sectlons 6f B0Ciotys

COST BENEPIT ANALY SIS X1 USING ACCOMITENG PRICUES:

Tho ovaluation of tho housing project hes twen done
wulth rospoot o the ceonanis roturho alone. The projent
nonatholoes contoibuton $o the objoctives of health and
caployoont chich are slao fomportont plaaning chjoctiven
in Inadne It 40 necconasy thorofora to incormovoto the
contribution of thoao objuctivos into thic enolysisd



i thio mna:;iyoéa tho Zollcuing ndjustnont vill have ﬁa irlals (o1

{x) Unshilleodiedour 18 gurplus and a nogativo peendun
of 901 will bo givon W0 L4,
{Noto theso prenfumy dava hoen
07 gonoval conditiong prevalling in the couwntey)s

{2) tho accounting pricon of s:ool and conont will havo
to be uvsed o they hove a 503 highes opprotunity
cost thon has boon upoed in thy iniield snalyolo,

(&) ALY tomos of matosiols Liko soles to, oncise san
w1211 be ninintoed ay thoy are tronofet paynonts,
Sales tan i eppronimetely 4 on o1l materinls
thils encise is charged on comend amii atecl onive

{2} The tocisl a&&w&w that oill hovo o bo pald duo

' to prematore desths onount to By Wt@; B 13402,
e 13,02 mm? for 4hd three cotogssicn of housod
AsDsC Tompoctivolys This Fiouve hod boon reaehcd by
valculating Sho nunbar of risa deoth zato which de
thino of tha death rote oF 16/1000, muleipiled by
tha sostal oociirdty {hich o D5 10,000) ond
divided by Sho 1170t4m0 of the ho ooy THOBO orounto

- ALY bo dodueted fxonm tho eoonumic ponts

{5) In gonoral proporty pricon oppraciats foutor thad the
rato of infiation asouning 9% yoorly eozaladiden in rond
tommp, tho govormments £ato 9¢ roturn vill bo tho
a0 of rotusa on fnvestmont plus 3’3 Ingpones in o

price of QWM?#

i zm £y éh& ﬁaﬁﬁ&
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The rovivod cond and benoefits and the nesulting
WA ond plannod gato of oubsidy arte given in tablyo 18, |

TABLE 10

Catogovy Investnent to. of
0T t&gmm Bonkh

An o4 56 140,5
Bs 262 95 175
G 24074 o8 194

TOLE 39

@i Anngal
rate of
 polturn on
Invontom
3 boaged on
subaidicod
ront)

3 2 s 4

Cota-  Coob

1%
tonon

%%
- D0
' ngfﬁ _

49,5

g

in tablos 16 ond 19 tho £4

pzoncody sond/ %Qﬁﬁii:ﬁwi PRE

' e:ppmcmw

RN

Tont 4£804)

e

o - 4%
190 - u8

gtﬁmﬂg
Prannod
rato of
e idy { in-
mmn

on in rooal
Toremy

B

10,65
e

P

3% throo adjustmente heve boon

mads &n tho cout of the houso . Tho change In the cogt by usiny
ahadow pmﬁ;m of cenanty gtood end lobougs 1o nod mueh 28 tho
ingreasn in oot duo to M@:m:: apwmmw goat of conent and




| “06e

4
zmﬂ otood 4% offast iw tho ﬂwwaaw in coot duy o Gecsasne
h—ecat—Sua—te Aowox spportunity coot of lobo ¥ ond o xmiu%ians

- The 48h adivotoont walhy that of cockal :‘mwmw
Was baon node in the ceononde wont a0 ouplakned coriiors

The Bth m&jumﬁmﬁ has boen made in the govennmontd

m‘m off rotuis fm peice a&zﬁm&mim pred the resniting FRS workod
@um The osults ehow thm hiely a B onnunl edealotion in

| B im:'ﬁ; there 4o Gnly tmmmx, @um&dy of Oui2Y in cotegory Ay
vhile there & o pegative subsidy or net benefit abovo thy
ouenomie ront for catogories B and O Thus we may conciudy
that housdag 38 ned such o bad invostiment for tho nationg

- ond Aenorvos highod prioritys | |

RISLSTRIBUTION 7O

COST BENEFLT ANALY SUSTH0 1 ENCEME GROUPSH

In thie analveis, bonoflt due oo ma&mm don An
avaluated; while prise ogeodaticn hon boen .@%«&%mﬁ
Thoro are twa groups in the Yoo incoms mrzﬁ:mw who bonefit
from this pyofocts. The first group 1o of workore amployed
dizceily In construatlon wesk and fudiroetly in suprosting
Andustricn, and the gocond group %o hat oFf Tonents fox whom
the ho geg avo bolng budld.

Tho diract bonofito to womtksys &n the fomm of
wagos 4o D $16,38% The ind! Lraat togaes glven o workerg
in gupcorting aﬁﬁﬁ&wma can BO colasulated by taking Sho fate of
376 workore belng cmployod in B, ¥ millfon buiiding m%aﬁw
as givon in Toble & of socond chaptemy Thor Ciguros o am-gma




iy T

employment ore given bolows
TABLE 20
OIRECT EMPLOYMENE

Catagary Cant  Hoe of Total Hoe employved Total Hoe
i Tenents  cost lmixﬁgﬂ enployed

A 19800 86 1100800 ;e M7
B 267 o6 2466432 a6 812
¢ 26089 96 04545 e 940

The wages glven at an average of M 18/ worker amounts to
Be 10382,

As wolght given to the wages carned tm; 1o Ancthe -
group 4s mk Enowns It is not possiblo t coloulate tha socisl
bencfit of this incomwe The fousibility frontiox or the soclel
weloght attached to theo benofits to low income tenenta can
be dorived by giving the benofits to 1ow incomo tenents
three wolghts of 48 3 1 and O and tho retumns worked out in
Tableo 4469 4,7, 4.8 ond 4.9y The rongo at which the housing
pmj%‘k bacomes f-eaa&t;m has boen plotted .s;—»nl a grophs Uv"?' 9)



Subsidised rent (Rs)

FIG 9
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TASLE 23

Hedght of 0.5 given to the oubaldisod rent

Cotogory Iventment No, of tenonts Economic rond/ Cubsidised
Bs month &, sent/f 4

A

B
c

A 19e00 |
2567 e %

©

Catogory

o

19800 - 56 165

Camer 96 ~tea

roturn on
inyastnent
- {# baged on
subgsidisod
ront)

R 4,5
13:40

CTAOLE 23

Relght of 1.0 given to the

Boononte ront

Invostoent MNo, of
month

tonents
a28e7 96 1688
26009 26 217

Annoal rote of

t/month

THe 00
0%

PRS planned
rate of asubsidy,

5445
4.2

Suhsidisod

rent/oonth

100
90



w3 G

PR [planned
rato of

Catogosy - Coot
- gubsidy

A 9300 163 808 ]
22367 160 - 10,90 w 401
¢ - 26039 N7 . s w1

R

Ao 4o ebvio o from tho above tablog tho gotugng
an m& &m@%ﬁmﬁ in tho lant o caotogories nopely B and
¢ bocoman pooitive at woight @f T Leoes whon By 3 M mwatmmﬁ
is @qawmem to 2 mma of @enmmmi Hovoyey tho firat
¢atogory Temadns negotive even al this weighte

Ay mentionod A the lack chapter blighted areas
use of almont ono hold Yo twico of the tmﬂtah cormunity medical
and fnstitetional faciliftlos and a sfotlar propostion of
polfeca; firo ond hoalth wolfope paymontts Aa such a wolght
6f %0 foz &m incone %zmuuim may be justifiod,

1¢ both aopocta vizg pma@ ogcakation oud maiaz
bonofito to weaker gootionsy of amm axe mm Mmﬁhm@ Lhey
Bonafitn mum Ba cerrospondingly geantor,



.« llon PRo¢ axea " Catogon In cition Population moro
* ‘ ogoRy icas than 'l':hgn 4 Yahkno
4 locha
population
LI3 140 100
nig 1 - a0 200
116 21 250 290
HIO 420 420

ELIGIDILITY S

 Provided tho borrguers axo compotent undor the bya lavo
sengtitution/statuns govorning them to rotse fows for undole
talidng otalfd hovoiny ochomoss

EATGHT OF LOAY ASSISTANCES
At

HDCo s iaan noclotonce nder tho schemo will bo bullled
to 703 of tho tota) projoct coot the balonto 35S boing orranged
by tho bogrozor fron hio ovm segssurcoen, The loon fox osiagle
unit will borvewor nod oncood My 60,000,

SCOURL IV

™o loong mill have to Bo soouzed Dy on unconditional
and izrovacabla guarontee from @ scheduled banke
Csls NATE OF INTERGSTY

Loang wiil bo provided at $he differcontial indorant
ratos doponding upon tho incemo categogy to whigh theo Mno;ﬂﬁﬁnf?
bolongs ond oli inclusivo unit coot of housess Tho patos op



'ia'\'-ue_n above -

Uniiko 4n ¢ho :&nﬁaz seheno, thoze $5 no muplicid sufboidy
asgociaoted with hize puvchaco achomae Thios hetovor, doos not
nean that thorr 4o no impliod pubsidy in tho loltor coso, AN 0oGiw
mato of the suboidy Anvolved through gato of zoturn anmolyode will
bo made. The tosporationo rate of yotusn on invostmont 8o olxoady
vepeified, Lhot sepoino to Be coon Lo tho privotd sato of
gotugn of tho houge sunorse

. Privato gotumm on investrnont {hircpurchono) < PR In tho
offactive rato of rotudn om the invoatment made by tho individusls
who bonofid by tho hircpurchaso schemo £ moasuwod by PR In  sineo
the nothadology for compulting PR In Lo sobowhat involved 38 1o
onplained bolew.

From the individuals point of view ¢hio invdtment conoioto
of tho initial doposit of down payrent (€) ondys Agatnot ihis ho
- &é{:&ﬂ&n threo separate md fdontifiablo benofito, (V) Ho bocomoo
the full emoz of an agaoot (H) in tho foro of & flat as houso ot
the cnd of his controct periode {n). Tho prosend voluo of this nooot
vhich bo accquires at tho end of tho genqgm pogiod 4o port of hio
- bonefit otzoans AD the valuo of this proposty at the ond 6F
'tba» ¢ou%§ct pexriod will normally have apprecisicd at a rate foasto?
than tho inﬂa‘t&on fatae oven i:hough Sono aetéﬁﬁé%ma n3y tako '
placa in tho hBouse nceeding roplaconment, two alSeinativas Soking
tho coot oo full B ond 2H have boon adopted vozhing oud tho
prosont vaiuoe (2) Though ho pﬁys o series of Lnstolinants R0
BUDCO in tho procoos of bogondng on emor, ho may cazn on



cdﬂatmna&_ bonofid during ovogzy yoor of hio coﬂt{;;ﬁ poziod

thich nay bo oppronimatod by tho difforonce botvoen annuai. _
ncggnn&c zent P, he tmﬁlﬂ hovo poid for cinilaz aceormodation
aaY\muzd have goseivad had ho leased 38 quly, and tho annual

hiro purchaso 4nstalmont paymong (Pa),This soxios of tho not
di?Corondiol bottroon tho maxliol and hirepurchane pavacnt o

_§n tho natuxd of an eppoptunity coot and can logétinatoly bo tre
cated o6 a pard of tho bonofil otveen %rwugh‘m doct not

gocoivo thig diﬂ'oxmgid& in tompo of gotual mopatoxy rotusn

- £3) 8inco tho municipal Oag- other local tanos bn_f naﬁaing aga
lovicd on tho sontol voluo of tho aooot, thoro s o caving

in Sax which will accruo Lo individual ng long op % anecads Pa
Munieipal taMes on housing azo often daosigned o Javour hono
conor through tho dovice of o lower tan xoto on ownor mg\%ﬁcﬂ
hougooe ThY difZozonce botwoon tho 2oy e uhich would havo

boon poldd on Po ond Sax Th c:?\i.ch fndividuod poys on Ph Lo
acaocuso of tho galdn ho doxivos by joining the hizo puschaso
schome vhilo ¢hoao bonofity wa&}% to him, Hho puot &;{ ostro Tapals
gosto (Ah) onnuolly which hgvould not hove Sncuszcd had bo rentod
the ho. ao/flat. '?hwafam bonofie should bo cotinatod not of

Rhe Fron 0 privoto point of vicw, tho 4Sndividugl «iid gain ovon
mora 4¢ tho assct H opprociston ovor ¢ines In Coman of tho
modols tho not annuod £io of bonofits rocotved by ¢tho individunl
ic oftxibutodio to the inidiol dopoait O Tho Snvootncnt Cd wao
médu at tho boginning of tho contract pdsied co thot ho could

- enzn Shio rotushe
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In Cho dfagsom o mopoure aren on the X onis and prico {rong)
poz unit of tho arca on Y anig. Tho dounrord olopling demand
cuRve 391 ghooe that as 4ho pico por unié 48 soduced tho
individual would denand o lagger aroa for accommodations Uhon
tho price in roduced fren Py o P, & porsen vould take the
orod 02y « The benefit ho dorivoo from thig prico roduction 1o

‘ gwf:n by tho eresascd hatchod avon ?1@93* vhich conoloto of

‘ Pi AR Dy xcpmm:-ming Lho gain that aecruos $0 hin on account

. of pslco reduction and ACE unhich 10 a monsure of s:a,pxmaza;
surpluce The goomatric cquivalent of {PlePh) Lo the ores P4BCPy
It cun bo doon thexofore (PosPt) ovoratatos tho peivate bonofis
by tho azca ABC. The ompllor by thio ares golotive o ‘Pimz
tho omallor the exror duo o ovorstotoanent of dDonofigs I tho

T domond 35 4n oot highiy inzloaotic, tho orrop cousalby tho ugo

of (PoePh) a8 & moacuro oFf Benofit Wil not bo solouds

Po g‘é’ ﬂw aconnnic ront con bo fotnd oul By Ancono
c:apmaliawamn nothed 4n which tho coot of the house 1n digcountod
ovos £%0 Lifo t4no ot 0 ecoxtaldn rato of Intoreot. This
intorast hao bocn takon as 9003 which o tho nanimun intorend
00 gon obtain in giltodgod sacuiticn, Tho bonefito dooeribed
undog 2tcan (1), {2) and (3) aro roteivad by tho individual
ogaino® tho Initiad invootment of tho dovm paymont, Tho discount
rato at which tho prosont voluo of incomo fleow xoceived over a
poriod oi’ yoora bHoccnes oqual to tho valuo of tho initiod
doposid 4o tho privoto zote of rpotusn of tho individual on tho
nizo purchoso acheno (PR Inds In patheaotical Sofnio, an ootinato
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It nay bo aguguad thot (PowPh) would dond 00 ovorstato tho
tzue benofie accruing Co tho individual, oinco 4t aooumoo that
tha deaond for housing 25 corplotoly prico imﬁ.aaﬁm Thare o
bt
~an clement of tzuth in the angumend. I¢ 2o mogt iikoly that
4ndividuolo doaand foz housdng 40 an cooontdal itcn of cosumption .

Given bolor $6 o dingranmatic ompoaition of tho approoch
€0 tho aoaouremont of private bonofifis.( F} :Q

, | | ke
In thio anolyeofs the tan gcmgmmﬁ?@gmﬂm for tho z%%g of

oirplicitys (To=Fh) 20 tzoated 0o a prony for tho not flow of
bonclitoe Nocdlons €0 odd that othora conpononta ¢ould havo boon
includcd tithout affonting tho concluoions &n ony tay.

C(;‘m"-gl . —
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of FR In can bo obtained by solving foxr 7  in tha folloving

aquazion $18) | | . ,
Cd =5 ® (poePn) + (T = ) = Rh
- e

el
- or in cosg of mars: price approciation

e D¢ PPy @ (T =T, ) = B ‘3

TP SLL

For ﬁhé‘aurpann»aﬁ thic atudy H hoo boon valuded at the same voluo
ao when i¢ tas talkon over by tho oawmor ond at ¢ico 4its valuo
oo an appreciotion by thio amount 46 liloly in 9 big Qorme X¢

‘ - PRIn thua nnﬁm%a&, oncocdns tho rate that individualo | could havo

- oarnod fron sltornative longtorm invootments, tho Houodng Doaxrd
is ouvbldooing ¢ho individunls ¢ho join tho mm‘ pumhaéa sehemo.
Tho arguaent ¢hat tho coxpozation has not oxplicitily provided
for this osuboldy doos not d}‘spmw tho extstanoa Fz;s’ im oubaidy.
o should nleo cipoct corporationts roturn on invosiment ond

PRIn to bo invorooly cowrclatod fop the oamo Poatonas

A

The PRIn for tho fivo catogozion ot housliag 28 1ot
incomo, Midalo fncomo and high incemo hao been calculatod
" Tho rooults azo sumnardscd &n tho tablo bolemn
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Catogory Znvostmont Cosporations DREhg PRIb,
pot £ilad Doazdo roturmn ' v
' ‘ on lnwesinent -

3 Al 3 4 9

LIG
LI

12000 5  19.8 o
48000 9 | 12,2 13
niG 23000 25 - 14
16 42000 20,8 7 13,3
HG 100,000 119 Ba2 0.2

&%“S‘Jﬁ'

in colunn 3 abovo the carporationo zato Sé‘_ rotumn L6 givens In
column 4 the privato rate of mwm when tho depgroclatiion in the
- peopzly io onoctly cammez%tm by ‘ma appreciotion in value io
glvon » In colimm © tho private xato of rotuvn whon approciation
1o tico that of thoe cogt da givon. Fm the goouldn A fo goon
© that tho privato rodos of yoturn are quito oubatantlale Thay
vory £rott 19,905 20 B2 4n columng 4 and 2205 o 103 in oolum

3 : N tho m::'ﬁ.nwma asoup can caEn ao nuch feom thie sma‘amm%

a0 #2360 ony commoreial altornativos mwa#m poivats zate of
zotum in caso of high dncomo group fa Ress and tho corporations
poiicy of en.s;’aamigim ¢ha leuincomg group ot tho cupongo of
HeEeGo OOCDO 20 Do Justificd, -
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Tho policy adeptod by HUDCO for the financing of housing
projecty on hixo purchasdo bagio oocemd vo bo &7 viadlo oand
roagonablo. Tho comporation'o rate of mtig; varios fron 51 to
2155 Fhough funds cannot bo borrored comnmordeiolly on thoose
raton, in aecordanee tAth natlonol policy, for housing puxpdsag
nationaligod bunke, LIC and oth& public financing agencios con
provido funds 80 that mm; no 1oso to tho corporation ir -:;a |
kire punchooe Mmmﬁmr&a@

I? tho value of tho houso 4o assuncd to yomadn uncharged
4t the ond of tho ﬁmﬁmw pammg private rato of rodurn 4o -
19,5 for LIGI catoguty roducing to Hu253 Cor HIQ cotegoryss If
1003 prico mwm-zaﬁim in pocd torns 10 ocouncd, thich 4s not
unlikoly o¢ pTosont wﬁndm thaso saton mmg/suﬁ to 225 ana 103
- Foupectivaly, Thuo, m noglecting tho congidarablo social
benofig, tho Snvestnond 30 vooy attroctive ¢o tho Loy incomo
gx?wp, and roasonablo foar tho high :tncam gyoups THo abogo
antlysio &ndz:m%s that HUSCO toma wwma G gound baam for hizo
purchasso oyotcngy.




CHAPTER V
CONCLUSIONS AND RECOMMENDATIONS
5.1
Findings from case studies = Three case studies
have been presented on different aspects of benofit-cast

- analysis in Chapter IV. The main findings from these are

summarised below 3
Case Study I = In this study economic comparisons
of two design aspects have been made.

Problem IsA is conﬁernedﬂwith_the-altaxnative :
expansion plan horizontally on the ground floor or vertically
on upper floor. For the construction costs adopted, it is
showmn that taking epportunity cost of land into account,
horizontal eipansion is uneconomical wheye land cost is
more than Ra.‘lﬁfn-mgg considering pragsent laﬁé cost in urban
areas+ This means practically at all places,. Even if
opportunity cost of land is ignored, horizontal expansion is

uneconomical boyond a land cost Rs,. QOIa‘m?‘

Problem I-B compares the costs of providing

" individual stair case access to a group of four houses with
the alternative of a common stair case for 10 to 16 units
with connacting corridors . It is found that it is more
economical to provide individual stair case access to a graup
of four dwellings. In'thia case thore is little doubt that
convenience ﬁn,nan»mnhay torms like better ventilation

and privacy in the formex case and the possibility of
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nuisance causcd by long common =gorridors in a block of
flats in the latfor case, further favours in-dividual stair

case access to a group of four.

Case study II~ This analysés a block of 250
houses in threce categories with plinth arcas of 27@80-m?,
32.26 mg, and 39,50 mgraspectively. The construction costs
of the three categories of houses have baen worked out.
It is ascsumed that these houses are to be allotted to /
Goverrment Servants who would pay 103 of poy as rent. It
ié also assumed that the Covornmont recoivos indirect
benefit of 15% house ront allowance which would be payable
to the’cmpluyees not provided with Government hausing.
The Goverment rate of rat&xﬁ is given in table 17 and ¢9mﬁs
to 3.03%,5.09% and 8.7 efor the three catogories involving

a planned rate of subsidy of 69.6i, 59.065% and 12% rospectively

The effé&ts of usihg shadow prices for cement
stecl and labour is shown in table 18, It is scen that the
higher shadow prices of cement ﬁnd steel arc practically
componsated by lowering in labour costs, and there is not
much chango in economic ront. The planncd rate of subsidy
nowt coves fo 6 ¢ 0,45% and 2% for the thice catogorics.

It is well knain that in an 1nflationexy

econcmy, the prices of housing property rise fastor than
the rate of inflation, and that 1s an important factor for
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attracting investment in housing property. This aspect has
been shown in Table 19, It is ascumed that the prices of
houses escalate at 5% per year in real terms. This raises
the Government or ownerts rate of roturn to 8,04%, 10.05%
and 14.16% respoctively and reduces tho subgsidy to 12%,-
12.8% and -55 %, the latter two cases of negative subsidy
implying a profit over and above the economic rent.

Case study 11l « This considers another tvpé of
financing, viz. a case of a housing sbhemo constructed
by HUDCO and given to the owners on hire purchase basis.
The houses are of five different categorivs. 1t is‘shaﬁn
that on basis of temxms offered by it, the coxporationts
rate of return variecs from 5% to 11,.5%. Thus thero is an
éiement of subsidy in low income grbﬁp'housing, but over
all tho rate is'mcre or lesg at par with Governmont

borrowing rate.

The private rate of return deponds the assumod
valuc of agset atiRo end of the loan repayment peried.
Tvio alternative assumptions have beon worked out. In the
first it is assumed that the value of the house remains
unchanged at the end of contract periode- aﬁ this basis the
private rate of return is 19.5% for L.I1.G.I ieducing to
5.2 for H.I.G. In the sceond assumption 100% price

appreciation 1ls assumed, which raises theseo rates to 22%
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and 10% respectively. The analysis indicates that HUDCO's
terms ame fair for the corporation and attractive to the

customerse.
5«2 POLICY FOR HOUSING FINANCE

The future direction in piomoting greater availe
bilitv of funds for housing schemés appears to lie in
strengthening the cooperative housing finanae structure,
the diversion of empolyces provident fund resources into
housing and oreater support from the commercial banks for
low income housing. The Housing Development Finance Corpora-
tion has been providing flnancial assistance mainly foxr new
residential housing schemes to individual cooperative,
companies etc. and it is meeting the requirement of middle
income housing to a significant extent. Data on investment
in private housing is not available after 1976-77. During
this year, approximately Rs. 22430 million are estimated
to have been spent on private housing. Based on likely trends
in the growth of private housing in the current Five Year
Plans it is estimated that private sector investment will not
be less than Rs. 115,000 million during Sixth Plan period of
1980~85. Additional investment by public sector enterprises,
departmental undektakings and grants made to institutions
may be of the order of Rs. 2500 to 3000 million. Since the
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public sector outlay will be .small in rolation to the total
investment, tho maximum benofit f&am such an outlay will be
achicved if public resources aro largely dovoted to low cost
housing cchemes like sitos and services which will also
capitéliSG on the oxploitation of individual saving potential
and labouxr inputs;JSQma of the survoys done in India and
ather countfriecs emphasise the necd for change in convenw
tional low income housing finance strategy. The avallability
of crodit for housing Gﬁnstxuatian-%ée not seen @s a problep
'sa much as olemeonts like land iInfrastructure, building
regulations and availability of materials. Nost families
preoferyed tavad&;tb their houscs on an incremental basis

ag money and time bocomes avéilabae‘ The woxrld bank project
in Madras has introduced a number of design options for
sites and sorvices, accompanied by housing loans by way of
materials, It is realised that the financing inatitutions
will have to adopt flexible criteria on finanaing%s to what
constitutes a house, Apart from taking steps for construction
- of now dwellinys, ‘it is realisod that staps need to bo taken
to onsure the cxisting housing stock is proserved in é
satisfactory state of repalrs throughout its life span.
According to studies undertaken by the MUDCO, the average
cost of repalrs to rchabilitate one SQ.MT of plinth arxea is
between B, 90 to B/l o+ On this bagis a ropair _pragrame

is cheaper than new constructiones Even on the basis of



shelter yoars the economics is in favour of a ropair progfa=

mne, the cost per household shelter year beiﬁg‘mn 148.24 in
the case of repairs and Bs. 181.48 in the case of a now _
construction. Again the repaired houses don't call for fresh
invostment 4n 1n£’ri_xstmcture facilities except margiml
extonsion. A building ropairs board has been functioning in
Bombay for undertaking repdlrs of dilapidated houses with
apantes Frem orate Govormnment and the municipal corporations
The construction industzy a. i . ot wnt hecome alive to the
possibilitios of adding to the housing stock by Teaghilitow-
tion. However some initiative by way of redovelopment of

slums cad dilapidated houses are being explored.

D.2a PRIVATE INVESTMENT

A number of steps necd to be taken in order to
boost private buii&iﬁg actively. These are by way of
incontives to the private construction sector as well as
individuals to mobilise savings for housing and othexr forms
of construction, aﬁd‘bv way of roemoval of certain disabllie
ties in the way of ropid construction. Institutional finance
from HUDCG and othor concaerns could be made available to
private buildors for undortaking EWS/LIG houstibg #n urban
-and rural arcas where the state agencies havo not been able
to take up schomes. Similar facilities could be made availae
ble o priuaﬁa~pafeies who have oxcess vacant land in the
pexiyphory‘éf large cities end want to take advantage of the
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provisions of the Urban Land ( Ceiling and Regulation )
Act for construction of houges for low income catcgorics.
The co-operative housing soclotics could be assisted by
provision of funds to the ape# housing socioty by

crcating suitable frame worli %o accapt alicnation of
Individual flats on pattern of Apartment Ownership Act

in Mahrashtra. thilo public agencles are alloting

developed or undeveloped plots to the housing co~oporatives
in Delhi and other cities , special stimuli like=a.management’
subsidy are needed to enccuragerthe»cgaﬂperativ@ housing
gsocictices of poor peoples In arﬁ&§‘to attract gufficiont
améuntof pxﬁvate‘séetor savings into the gonstruction and
housing 1ndu9trv; &axtain,type of houging activity can be
held as industry and incentives currently available to totel
industyy could be made available to housing, A substontial
nunbor of private onterpreneurs will be attracted to this
fiold if the fiscal incentives and credit facilities avallable
£o similar forms of construction arc mado applicableo foyp

the companioes invoiva& in housing. Further steps could bg
for the GIC to introduce a schemo of ensuring mortagage for
sale of houses flats by private builders on hire purchase
kasis. This may be coupled with the ereation of a saecondaxy
mortgage market in housing finance., The industrial concerns
' who get liconsos for setting up as oxpansion of industries,
should bhe made to becar the gocial responsibility of providing
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housing facilities to their workors with a view to
improving the productivity and ensuring hamonious labour
relations. in order to mobilise individasl savings into
housing on the pattern of building sociotiecs in U.K. ,
investment and sharos oy deposits of recognised, housing
finance institutions may be held eiig$b1e=f@§~tax rellief,
5.2 b RENT CONTROL

| The Rent Contrxol Act in the urban aveas is widely
bolieved to be raesponsible for detemining pr&vaﬁa Investment
in bousing. The rent control regulation aimoed to distri-
bute the capital gaing babtween thae land lord and the
tenont, but since the ront wags fixed with zoference to
a gaxtinula;-y@ar, the concept of standard rent for the
houges has frozen the rents, Gananﬁantlva the land loxd
has no incentive to maintain his property on a diminishing
‘real rontal income and thue a gradual dercliction of
housing stock 3s a majoxr prodblem in the big cities. A
number of alternatives to enable the rent aét to reflect
‘periocdic adjustments of rents in accordance with tho incroae
s¢ in maintance coat has been grwpose& and thoe whole problem
is engaging the attention of tho Government. Possiblo modifie
cations in the Rent Contro}l Act will alao be looked into
by the Economic Administrative Reforms Commission roacently
sot up by the Govermnmente Apart from taking stops to attract
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.~ gufficicnt amount of prévate investments into housing
activity, the question of utilising ovailable rosources |
for the construction of largest possible number of dwellings
is also engaging thoe attention of tho government. Slowing

dovm the growth of urban population especially in large |
cities where bullding costs are many times those in small
cities and rural axcas 4z also an area which is being
investigated. |
5.3 ~»at;srz.z,,;::«‘ma MATERIALS
P&nduatian‘of huilding materisls also plays an

impax%ant role in development of housing, buildings, and
infrastructural camponeﬁts of human settlcoment. During the
past few decades India has made significant progress in
manufacture of commonly used building materials like bricks
cement, steel etc. The installed capacity for the manuw
facturae of those matorials matches well with the requiroe
ments but the recent price rise in Togsil fuels has led
to steep rise in prices., As far as other and for altornative
materigls are concerned, their decentralised production

- creates problems of quality control, theancerna not gnly
the building materials but also the contrél of cnvironmental
pollution as woll as the wﬁrﬁing environment under viiich

manpovier has to functiony
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Proper planning and monitoring of preduction of
the building materials in relation to the construction
programne in all soctors is also of importance. One
reason for the escalating prices of bullding matorials
ie the dualism in demand and supplys Governments prepare
plans for their own housing and ;ther bullding materials
is left to the priéate sogtor and the domand bstima%es
for the materials are not always built into tho plans
for augumeniation of capacities. Tho building matezial
sector docs not coordinate Lts expansion programmes with
the projectod materials demand from different aectors both
due to inaodequate information and due to delayed preparatory
action. This lcads to time lag in increased availability
which in turn provides an.impetus to the price rise of
buildiag materials. It ig therefore necossary that the
formal scct&rs( governmont and semi-govorment) work out
theix material xequixements in advance after iﬁentifying
to mix of angineex&ng altarnat&ves for various ﬁypes of

canatructian»

Since tho prmdutticn of building matérials iz of
a cruclal importance, a many sided approach to the problem
is urgently regquired. This calls for the following stepss

= Judicious uso of conventional building materials
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Application of matexials which aie available but are
not currently in use @.g. secondry species of tlmbex.
Research and dovelopment on new building materials
which malto use of agriculéural, industrial aﬁﬁ}mining
tastos. |
Proforeonce for materials which congumo less high
grade energy in thelr production.

Upgrading of traditional materials (like, mud,thatch,
bamboo otc.) in rural settlemonts in such a waybthat
firatly their quantitative xeqﬁixnments arenreduced

and sccondly they have a longer maintonance fyree life,

" Building materials accounts for nearly two thirds
of the total cost of building in developing countries.
Thus the following criteria could bo cansiaerad most

appropriatos.

Plants and {tools yequired for the manufacture of
building materiaks should be simple and inexpensive

as possible. |

Minimm anount of energios from oil, coal and eloctricity
be required in the manufacture of materials,.
Pogssibilities of uﬁiiisatioﬁvaf-alternative energies

like solar and wind enexrgy be cxploitcd.

Thé proc¢oss of manufacture should be such that

minimum amount of pollution is added to our alr, water,

and land resources.
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=  The manufacturing process shofild not require mase
| migration of working population from their traditional

habitat. » | |

- Building materials used in heusing should be local
as far as possible and tho technelogy be gearee
accoxdingly.

- Building matarials shouid be such that can be

| replenished in nature as far as poasibie and within

a raasoﬂabla span of time,

D4 THE NEV LAND SCAPE

In order to tackle the growing problem of housing it
might be necessary to start from the grass roots level. In
India it has been ecstimated that if the bxesent rural
“monthly insqme of e 55 per capita is to be maintained,
gomavhere between 160 to 210 million pecople over the nesxt
25 years will have to leave the rural areas. Several options

can be 3querted. The first and most obvious oné of increasing
non=agrarian employment in the villages ig-net as easy as

it appesrse principally becauge of the investmeont in iqfraét—
ructure involved in c¢arrvying out such a programme $n all tho
several hundered thousand villages of India. that might
pexhaps,préve to be a more viable strategy is the programme
~of village ofuster of 5 or 6 villages.. A school, a

dispensary, some coitage industry=~ so that pcople can continuc
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to use the stock of village housing while the whole clusterx
- grows into a town. In another and parallel strategy invest-
ment in small and middlo -sized tows should be made. This
policy has becn in operation ih India over the last two
decades and today many of the medium-=size tovms are growing
at a faster rato than arc Bombay, Calcutta dnd Delhi.

Yet even if these policies are pursued, they
still have a 19ng gestgtion pericé, and the growth of o
laxrge metropolis will not come to a grinding halt . To
provide adequate ghelter for their growing influx in
populatioﬁ, some baslc issues must be faced. The first is
land policy. In most thithoxmd cities the land is privately
owned, a pattorn which has not been able to gewdrate housing
for the urban destitute. There are sogeral rcasons for this.
First of all, owning urban land is not tho preragative of
the vast majorxity, but of only a small fraction of the
ficher pocple and they see land as an econqhic'cammodity.
one which o%%iatan,fhster‘than most other investmenté Also
because of the desperately lov incoma lovol,housing begins
to bo profitable only at the lovel of top 2075 or so of the
population, Hence the disproportionate amount of high income
housing that gets builte while practically né houseg are

constructed for low income groups.



‘Aﬁtcmpts have bean nade to pravi&é sites and
services scheme. But mostrof these schenes have to be located
on incxpensive land on e¢dge of tovn} land which does not
have access to pubiic transport and othexr urban infrastruc-
ture. Uithout trqnsport there is no job choico~often no
job atall, So ihe poor move bacik éé%ihe pavenents, around

raoilway slations.

- Public ommorship of all urban land may remove this
anamoly, but it is not, in itself , the panacea for,
obviogusly difforent locations in a a&iy are not oqually
desirableg nor will it incroase, at the colassal scale

roquired, the total supply af desirable urban land.

The second cruclal Agsue is the fundamental changos
that must be brought in the approach to land use planning.
'A‘ﬁypical Thixd wgrldnmatrapolia today has an archaic structure
(cf'culoniai or feudal heritage) which bears almoest no
relation to the nceds of its current population. As the |
pxeésu:e bullds on this inadequate structure, the densities
| go up, and with them thebconstruction costs. The result
is that tho poor get squeezed on to the pavements. To provide
housing'on the scale necded entails a metamorphosis of the
city structure,\éasing the pregssure on land by tho redeploy-

mont of jobs and honce the pattern of desired locations.
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Through this kind of restxucturing a dynomic and open
pattern must be goneorxated, a pattern which will not only

cater to current demands but also those estismated over the

nekt fowr decades.

Open land is nooded for the city az dlso a need to
allocate a greator porcentage of this land to residential
Uste kaas'§han 20% of lanqﬁs@ in most citics is allocatod
to residential building sites. An increase in this area
would moan only a marginally larger city~ but could moke
dﬁéisxva savings in the cost of the housing. For housing
costs are directly related to densities, and the question
of providing shelter foxr the poor is not sc much a-mattar'
of finding subsidies but premarily a question of Qﬁanging

land use allocations,

The third issue is the type of house or the houaing
pattern that should be provided. In the tropical climste
of India where many functiona ¢an be perfomed outdooxrs it
is more economic to go in faxr low rise housing instead of
high rise buildings. Tho low cost housing 1s plurafistic and
increnental an important asset in most Third tiorld Countries
where present incame levels cannot provide more thana

single room, if that, far an average urban family.

Another aspect of this design decision is that

while low cost houses can be made by selfhelp or by an
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experienced mason high rise buildings call far more
sophisticated technology. Usually the monopoly of a handful

of large construction firms.

Finally it can be stated that housing is such
an essentia 1l human need, that intangible benefits like
mental satisfaction, better health, lower crime rates, are
as important as dircet eﬁonam§c retum,. The technique
of social beneofitw- cost ana&yéis ¢an be used to domonstrate
the comparative overall benefits of the housing sector in

rclation to other secteoxrs of the oconomy.
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