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tIØSTRACT 

Tho oigni loanco o c1al. oo. .banotit anolyaio 
of houoing o 	other project like water VaCtOUtICOtt project. 
a and D dicoaaa control otos*  lloo in th.o inability of 
cwriorcLol progItobiliti to rofloot total national gains* 
Tho aim of this thoote 10 to domonotrato that tho .priceo that 
aro obtoinad .1n .tho 'moot 	devolving countries aro not 
nocoasorily tho prices that ought to be used in public °actor 
pro, oot evaluation* Tho problem is to obtain notional 
prioo° that tho Govornment ought to uao instead* Theca price°, 
0allod °had= priCoo aro yawl* that 'tie quid vont. to attach 
to opocific oannoditios. (e.g*, atoelt  bulidotera fortilizoro, 
and =chin,* tools), or oory co° 04*. =killed lab our) 
or to tho "act of tlai• 	(the rate of diecount)- The 
probi thorofora is to obtain appropriate ad°47 pi:loco* 
Moo Chad= prico Should .attachod to. tho conaumption of 
ion .intome group* ao price offered in the turbot to, not 
good guide to social welfare* 

A rich man may offer a goad clod of anay for a 
ail its* .vitaile a vary poor person nay find it difficult . 

to °pond oven 'wry ' raoll amount° of monoy Of. 000antiato• 
The principles of bonefitgicoot ana1Y0eas 0Conaraie and oo 
are ,orplaincd ire Chapter Io The procedure to iilustrotcd by 
oromplo of Rotnogiri Cooporotivo Stejoctip A briot .rovico 
of oignificant ittorature on coot bcnefit onolybia and 



Sit 

Ite 4PPlicstion to housing has also boon givon, 

Tho housing sector in the ,country and its pgoblems 

ore discusoad An chaptor II* It is pointed out that housing 

hos a very strong potential for omplopent* At tho to of 

ono million dvalling unitapsripasro tho hous..ng *actor 

mould provido 6.0 million jobs In construction activity 

and construction notarial,* industry. The organisation of tho 

housing industry and the problems in proVioion of to coot 

housing havo boon discussed* 

Chapter :II dools with hoes  Warms* Tho 

investionts mode upto *ho fifth five year plan* and tho 

proposed outlays in tho sixth plan have boon Oval. The 

protiosod sixth plen outij of Rs* 141.900 militens is moro 

than the total invest:4mA of tho previous fivo plane in tormo 

of money* DUG to cost eocalation* the provision is not that 

significant in physical toms* Even so it she= tho increased 

roaZi4stion 

 

o tho traportance of this sector. 

The pattern of otInorship of houoing Cum* 9) 
indicates that in rural arms 90 of the housos 41:40 suned 

ohne In urban atone ahout SOX atO rented. However duo to 
tho entremoiy X0t1 Immo of $O to 9-071 of the pOpulation 

in the urban areas* thoy ore unable to pay the economic 

rat that a private invostor aspects* Hance  InComo housing 

Is not boing built as a profitable investment* It has to bo 

promoted by tho Govesnzont as 0 social policy *This highlights 



tho role of the public sector in this area* 

Zn ChapterIV, Om, *two studios have boon pros 
The rivet de-als v./1th design aspects* •and illustvatos tho 
methodology of acorn:mac comparison of dooign olternativos. 
Tho socond case study analyses tho returns on a block of 
Government flats rentod to public servants on subsidisod 
rentow ihs effects of oh do pricing*  and price atoralation 
have boon includod end discussed* 

The third case study otudioo thorso2 a 
Hacks ?ahem* of Housing on the bliteopUrchase systemo 

The concluelona end rocormenriations ors proaentol 
Chap tor V1 'rho findings of case• study I refer to specific 

doolo altornativses Case study II bring* out tho elcmont of 
subsidy in C-ovornment housing and shwa*, that it VI more for 
low incom° than for high income categorioos Cos* study ZU 
Indscatoo that qlho hire purchase policloa of =CO are 
reasonably remunerative to the corporation and quite reit 
to the purchase/CO* 

The recommended policies for housing financo havo 
boon summerloods  "rhos tope flooded to encourage private iimPostraent 
heats boco tritanorotod• Private onnarohip of land in weten aroas 

s major obstacle to house construction for low income groups 
and its oo1utton j, a public acquiuttion of lay% on DIKO.A potterrn 

or public ownership of all uston land* which mly thcin bo given 

on loses to houoo buildors, 



CHAPTSIA4 

INTRODUCTtON 

lel SCOPE Amn OBJECTIVE 

In almost all developing countries the National 

Government plays an important role in formulating and 

evaluating investment projects, although the mix of 

private and public sector investment varies from one 

country to another. Either by direct investment in 

public sector or by imposing controls on private invest.. 

mont, or by the use of domestic taxes, tariffs. subsidies 

and rationing of scarce invoetnent X090=00G the Government 

is generally in a pOsition to guide development in the 

country Conlomitant with this authority of the Government 

is the responsibility to pursue policies that are in the 

national interest.Vrojects should, therefore, be formula-

ted and evaluated in such a way as to single out those 

which contribute most to the ultimate objectives of the 

country. It follows that the government requires a 

methodology for comparing and evaluating alternative • 

projects in terms of their contributions to those objectivet 

The scope and objective of this thesis is to 

discuss the methodology of cost benefit analysis for 

()valuating projects with special reference to housing. 



A commercial enterpeneur can co fiiine :th his 

thoughts to a rather limited range of effects but * 

planner on behalf of the country must of necessity take a 

wider view. The national. aspects of the housing sector 

and its limitations and constraint. will be discussed 

as also the micro aspect of housing in typical Case 

studies. In the end recommendations for a comprehensive 

housing policy will be aad 

In the let chapter a br&of account  benefit 

analysis has been made, 

1.2 DEVELOPMENT OF COST 4EFIT ANALYSIS 

The credit for the original theory of cost benefit 

analysis goes to the ninteenth century Frenchman Jules 

Dupit who 000M0 to have been the first one to explore 

systematically the distinctive features of the utility 

function of a government* He recognized among other 

things consumeto surplus and proposed that the benefits to 

the communityfof public enterprises like bridges and roads 

are not the revenues generated to the publictreasury, but 

the public's willingness to pay, that is the sum of actual 

payments and consumer's surplus. 



The firet syotcmatic attempt to apply benefits 

cost analysis to public economic docisions seems, however, 

to have taken place in U.S* as a result of the expansion 

of public investment activity especially in water resourw 

cos development during the 1930s* A key document in the 

development of benefit cost analysis in America was the 

Flood Control act of 1936 which set forth the standards 

in the evaluation of proposals for water resources develop.- 

ment* 

This document was oubstantiated and revised 

subsequently. in 1950 in the Green Book by an interagency 

Committee, and then in 1952 in the Budget CirCular issued 

by the Bureau of Budget* This was later on again reviewed 

in 1961 in a report Oalled Consultants Report, according 

to planning criteria sot forth by the Kennedy Government* 

A, new interegtncy Committee was subsequently appointed to 

investigate water resources investmont criteria and its 

recommendations published As Senate Document No*97, 87th 

Congress wero approved, by President Kennedy in May 1962. 

Since then cost benefit anslyeis has been applied to a 

wide range of problems ganging from defence to community 

probifts like 4sease control 

The goal ,of benefit cost analysis in general can be 

stated as marliation of utilityt subject to Whatever 

constraints the economic and political environment imposes 



The criteria for evaluation of a project can be different* 

The various criteria generally followed in the evaluation 

are given. 

Before going to the evaluation criteria it is 

necessary to make a few quelifieailons, The evaluation of 

a project can be carried-out either to answer a yes or no 

veetion*  whether the project should Wit taken or not, or 

to compare alternatives*, The former approach will be 

adopted for evaulation in the case study for thin dia erw 

tation. 

144 EVALUATION CRITERIA 

The essential issue to be resolved in the  luetio 

of individual projects is - what le the produettvity 

of the project* what are its. returns? These are eontielly 

4n - indices of economic merit which are used to resolve 

this question* The firat to benefit cost criterion and 

the second is the internal rate of return* Each of these 

is discussed in turn* As 411 be seen these criteria should 

be supplemented by a third-that of net present value. 

BENEFIT COST CRITERION 

The benefit cost trite on of project evaluates 

projects by the ratio on a present value basis of the 

total benefits to eosts\that if 

Benefit cost reitio .  Pre 



Superficially*  the benefit cost ratio appears to 
provide an indication. of the productivity of an investment. 
This is only true however when one ii. orkeidoring a single 
investment and a single cot of returns. In more mai ease, 
where a project must bear both the initial capital cost 
and also the recurring costs of operation and maintenance 
the benefit cost criterion fails to provide a clear picture 
of the value of a. project. 

Tho benefit cost ratio usually der rates the 
productivity of a project with high annual coats. 

INTERNAL RATE OF RETtaN , 

The concept of internal rate of turn has been 
proposed as an indost of deairobility of the projects* The 

higher Oa rate the bettor the project. Sy definition it 
is the discount rate at which the net present value of 
the benefits equals the costs, That is. 

Internal-  rate of return 0 
such that using %-t as a discount rate 
isreeent Value of all benefits g* present value of all 

costs& 

As such it is naturally open to oil the 'difficulties 
associated with the occuronco of significant. Esratlast coots 
as indicated in tho discussion of the benefit cost ratio.. 
It has nevertheless been proposed as a measure of the 
true productivity of a project. 



The intedilvel appeal of internal rteat return 

is enhanced by the fact that its use would oliminate the 

direct need to determine the appropriate discount rate. 

This determination is a difficult task* This criterion is 

therefor° used by sophisticated design agencies in a 
number of countries such se Mexico and Prance, The concept 

has throe significant wtaknesses* it Can provide ambiguous 

values, it may provide a distorted understanding of produc 

tivity* and it may alter the evaluation of project from 
that indicated by the technically more oorrect net pretont 

value approach. 

NET PRESSI31 VALUE 

Ulthftatojy the plonnor ii conmemiwith the 

maximization of the v 	of a 6vstemt that in of its 
net present value* 

This quantity is 
Net present valuo au present value of benefits present 

value of costs, 
Use of the net present value criterion avoids each of the 
economic difficulties associated with benefitcost and 
internal rate of set= criteria* First it avoids the 
complication introduced by queotion of annual oporating 

Coot by simple  expedient of focussing directly on the not 

benefits* Second became the implied reinvestment costs 

are consistent* it does not produce ambiguous results as 
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Fig.1 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.  • 
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Fig.2 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 inter al rate of return*. Final y by chrgtng the 
capital with its real apportunity cost rather than with 
internal rate of return It provides a more accurate aasesow 

ment of the net contribution of any project to present valor 

The difference between tho net preaent Value, 

benefit coat criterion3 and internal rate of return, fOr 

single projects are illustrated in figs. I and 2.1he solid 

:lines in both figures represent the actual returns. These 

are supposed to be negative for Small levels of investment 
which might not. be able to cover the fired (Warhead casts. 

If the actual return* were positive for all levels of 

investm nt and if the empatical law of diminiehing margtnai 
returns held throup,hout than the internal rate of 
rotorn and benefit cost criterion wouldhboth suggest 

that the beat investment is the smalieat one. As it is 

the flouts indicate that these criteria can clearly be 

different frets the net present .value criterion. 

1.4 SOCIAL COST nEnEFIT ANALYSIS 

In the evaluation criteria deacribed :above.  many 
problems stay unresolved.. These problems relate to natio 
welfare the objectivee of which are given briefly beloms 
The methodology evolVed for the quantifiCatien Of these 
:obj ectives will be illustrated in the case atudY* 



bearing on the money benefits deriv 	vestment 
In housing* 

A practical appucation of the benefit-cost 
methodology described above would require statistical 
data rolatinq. To t,  

(e) Prices of materials used in con tructi no 

(b) Wentities required for construction. 

(c) Wages of skilled and unskilled labour and 
(d) Rates of interest on loanable funds far'investment• 

Par isolating the tax ComponInt it mad be 
fUrther necessary to know the tax component of prices and 

wagon TO enable this study the detailed information 
regarding the supply and demand position and its elasticity 
of sup ly and demand would be required* 

In the second and third chapter the mscromPeconOmics 
of houaing has been discussed while in the fourth chapter 
a micro-study on rental housing scheme for loppwincome,  
governmdnt Orapleyea has boon done,' In the last chapter 
recommendations for a revised housing policy havenbeen 
given. 

1.6 LITERATuRE SURVEY 

Sono of the important references on costbenefit 
analysts are briefly,  discussed below" 



can the internal rate of return. Finally by charging the 

capital with its real opportunity cost rather than with 

internal rate of return it provides a more accurate assesegoi 

ment of the net contribution of any project to present value 

The difference between the net present value, 

benefit cost criterion, and internal rate of return for 

tangle preieets are illustrated in f s*•I and 2* The solid 

,lines In both figures represent the actual returns. Those 

are supposed to be negative for small levels of investment 

which might not be able to cover the fixed overhead costs. 

If the actual returns wore positive for all levels of 

investment and If the emperical law of diminishing marginal 

returns held throughout, then the internal rate of 

return and benefit cost criterion wouldbboth suggest 

that the best investment is the mat teat one. As it is 

the floats indicate that these criteria Can clearly be 

different from the not present value criterion. 

1.4 SOCIAL COST BENEP/T ANALYSIS 

In the evaluation criteria $ ibe above' many 

problems stay unresolved* Those problems relate to national 

welfare the objectives of which are oven briefly below* 

The methodology evolved for the quantification of these 

Objective* will be illustrated in the case studv* 



1) AGGREGATE CONSUMPTION 

Th* raising of standard .of living is a fundamental 

goal of national planning* One important measure of standard 

of Living it the level of aggregate consumption per head. 

The raising of this level may be called aggregate consumption 

objective which is clearly a crucial objectiVO for project 

choice* 

2) TO REMTRIDUTE CO ratPTION 

Especially the increments provided by growth to 

lower income groups and regions in order to achieve 

greater equlitir* Thus higher weIghtage will be given to 

the aggregate consumption in lower income groups and 

regions. 

3) EMPLOVAENT Leta, 
An expansion of employment level or more specifically 

a reduction of unemployment is usually treated as one 

of the objectives of social cost benefit analysis* One 

particular argument for avoiding unemployment is that 

the unemployed tend to lose their skills and expertise 

.through latk of practice* 

4) SELF RELIANCE 

Many developing Countries are severely dependent 

on richer countries for their economic development efforts 

because of chronic shortages of savings or of Zoreign 



exch ng * To reduce dependence on foreign countries and 

to develop self reliance may be treated as a goal* 

5) MERIT WANTS 

Though merit Wants are generally associated with 

Social projects but even industrial project may contribute 

towards this objectives For example if an industrial 

project is located in a backward area it bringe the peoPle 
of that region in contact with educational facilities and 

housing for the employee of that area who aro employed 

as unskilled labours 

$ 
	

IT AS APPLIED TO flOUSIUG 

Any comprehensive study of investment in housing 

must take account of a number of complicated and inter 

related problems like measurement of utilities* definition 

of public interest* attitudes to housing welfare and impact 

of polities-on economic decisions* 

Given the demand of housing* the effects of fiscal 

and monetary policy on investment in housing are a roma 

tent of the effects in twot directions* The first direction 

•availability of funds felt investment and coet of housing* 

and the other income stream which the investment in housing 

is expected to generate over the life time of house. 



The difference between rociopts and cost is not 
Just a ample -sum of gain9 minus costs, because the worth 
depends upon the time at Which a cost is incuxTed or gain 
received* In order to follow these diffrencee*  the income 
stream from a house*  that is the rents expected over the 
years should be diseounted and converted to present worth_ 
The present worth should be comp4red with annual equivalent 
of capital costs* If • represents benefits in tootle of 
income from Investment in housing* and C represents the 
annual equivalent of capital coots plus interest plus 
depreciation and maintenance then 13/C represents the 
benefit coat ratio. 

The costs of construction are of ected by he time, 
level and structure of taitee as well as the rate of interest. 
Subsidies and grants for housing will have incentive effects. 
Prom the point of view of individual investor* the receipts 
of subsidies may be looked upon as reduction in costs* 
Prom the national point of view*  however*  subsidies represent 
only o transfer and hence cannot be deducted from the costs* 

The rate of interest has a direct bearing on the 
costs of conOtructien• If monetary policy tends in the 
diraction of higher interest rates*  it means that to that 
extent interest is a part of the coot of conetructioti* 
it raised the cost. The rate of interest not only 	 octs  
the cost of construction* bUt also has an important 



bearing on the money benefits derived. from vestment 
in housing4 

A practical application of the benefitiwcost 
• methodology described above would require statistiCal 
data reiatirkg. To v.*. 

(a) Prices of matortale used in con truct 
(b) qUantitieS required for construction,. 
(c) •Wages of skilled and unskilled labour and 
(d) Rates of interest on loanable funds for invostment• 

Per isolating the tax compontnt it would be 
further necessary to know the tax component of prices and 
wages. To enable this study the detailed information 
regarding the supply and demand position and its elasticity 
of supply caul demand would be required 

In the second and third chapter the macrowecenomics 
of housing has bee discussed while in the fourth chapter 
a micro-study on rental housing Scheme for iow..income 
governmdnf mployoe has been derief In the last chapter 
recommendations for a revised housing policy haveribeen 
given. 

114 LITERATURE SURVEY 
Some of the important references on co 	f t 

analy is are briefly discussed below:,  



) Values for money by Michael tIc Frost first 

explains what is meant by economic decisions* Ho distinqui-

Ohes between business and public decisions and discusses 

the techniques of forecasting* He then develops the 

theoretical background* After explaining the basic 

economic concepts he discusses quantification of forecasts 

the equivalence of present and future expenditure and 

weighting terms to account for social factors‘' The 

procedure of cost benefit analysis has been illustrated 

by a detailed discussion of the Raskin. Commission report 

on Third London Airport* Several other illustrative 

examples are also given* 

The experience gained by UNIDO in the methodology 

and practice of national 1enoftt Cost Analysis for 

4n4ndustrial projects, is given in a publication entitled(2)  
Guideline for project evaluation United Nations publicaso 

tion* Tha book first deals with the rationale of Social 

Cost Benefit Analysis and this national parameters involve. 

Zt emphasized that detiona/ parameters are concerned not 

only wit* value judgements and national objectives but 

114$0 with systematic use of all' relevant. facto* The 

limitations of commercial profitability criterion have 

been rought out followed by a discussion of national 

economic profitability,  



The :nowt stage of discussion deals with the measure*. 

mont of direst benefits and direct costs. The direct 
benefits are measured quantitatively in terms of increase 
in aggregate- consumption* This has to be Valued in 
money to 	on basis of 'existing pricoe as well as anti 
cipated price when the additional production cornea into 
thO:Markot* 

Latliter eirt the indiect benefit and costs have 
been discussed* A chapter is devoted to the redistribution 
objective which is important in all developing countries 
with large\disparities of income and wealth.. Equally 
important is the objectivo of providing additional 
employment which is discussed in the nets$ chapter* 

In the next an of the book the applications of 
these concepts to national filanning are discussed* These 
include the social value. of Investment, the shadow wage 
in a eurplus labour economy and tho value of foreign 
exchange. Than four Illustrative Case study hove,  boon 
discussed in detail dealing with industrial, projects and 
one with a water resources project#, 

After a brief introduction on Cost benefit analYsio 
(3) 	. M.G6. Kendall deals with applications and illuatrative caeo 

studies to the following types of problomot 



415.. 

1*.Health and CommUnity Services* 
These include disease control* rural water Supply, 

oyment problems of disadvantaged youth* 
2. Defence and R andD 
3* Natural resources fox example Poraetry, water 

resources planning etc. 
4* Transport 
5 Investments* 

These case studies have been peertód in the oxn of 
papers by different aUthors* 

The International Bank tot Recons ruction and 
Development has published working Paper .no,* $94* Pob*1975 
of1; 4conomic Analysis of ProjecteCVM this papCir tha 
•genoral approach to eConomie analysis recomended for 
use by the Bank sluff is given'. The earlier appraisat by 
the Bank was purely of economic returns and did not take 
ante account the affect of the Pavjeot on tho distribution 
of income* on goverment rovenuo* .on savings and 
other social benefits* The hand book argues that isuch 
benefits should be taken into account in Pro3oot analysis* 
It shows how shadow prices can be estimated inCorporating 
social impacts* eased on these social, values of inputs and 
outputs* rates of social return can be calculated* These 
are more significant indication of the merit of the proje oet 



in the interest of tho peoples than a pureiy economic 
rate of return* 

The hand book it divided into,  three part** Part Z 
discusses the basic •concepta of coot benefit analysis* It 
includes 'chapters on Identification of relevant costs. and 
benefits; valUstOn and shadow-, pricing, investment criteria 
end probions of uncertainty and rest Part II i* devoted 
to detailed discussim of derivation of shadow prices* It 
describes the methodology of 'Obtaining social 'welfare 
function, the derivation of weights shadow wage rates and 
•commodity pricissip Part III then illustrates the use of 
methodology deVelOped in Part IX to*teatimato shadow prc0a.  

The handbook le a very •compreensive useful and 
practical guide book to evaluate the *vox all merits of 
a proposed projecti, 

13403 *  Mohan .explains(5) e pr ncipleS of cost benefit 
analysis in simple languaae ;avoiding the use of copier 
mathematical tochniqua*Contrary to the corn on practice of 
just explaining, the princ  'plea and then giving examples 
to illustrate those principles* the author tirst Lgives some 
simple examples to arouse the interest and curiosity of 
the reader andthen goes to disOues the principles* 



i7 

The economic concept of st nsumirs surplus, r 

and producers surplus are explained followed by transfer 

payments and shadow pricing* The next part deals with 

external effects, both benif Opal and detrimental-chg. 

coat reduction by imprOved technique by theme firm force* 

all others in the some industrY to reduce costs* Detertmental 

environment effects are not Confined to manufacturer 

but effect the general public. Based an these the author 

then discusses inveatment Criteria and selection of 

investment; project. 

The problem of un ertshinty and the a of *WA** 

listio approach has been. explained* 	the °octal 

baste of welfare economics has been discus 

The book sti ulates and maintains the in ereat of 

the reader and requires prior knowledge of oimplo macho.* 

mattes and economics only,. 

Stephen itti.Margtin gives a brief' hiatory a benefit 

cost analysis and then brings out its importance in a 

planned economy* It stresses that benefit cost analysie in 

Indian Planning ought to differ from that in U*S*A, Invest* 

mont criteria for the public seCtor should be related to 

the objectives of growth* The book covers the usual ground 
of the theory of benefit cost analysis with particular 

reforencento public cot analysis* 



ishreanilasyes(7  dearlb* a c so tudy of the 

Ratnagiri fisheries Project' 

In 1970 the governmerit of Mahe ahtra sanctioned 

the-  Ratnagiri Cow.operative ProJect, The prOject has.:fOur. 

components which are closely related to each other (1) the 

procurement and operation of thirty 150itonno trawlersi 

(2) the establishment of service station for maintenonso 
of the trawlers (3) the develOpment of 501tonne capacity 

freezing plant complex for the preparation of frozen 

prawns for export and (4) the construction of a 104612 

tonne capacity ice factory. At the Vale of Government 

sanction total investment costs of .the project (excluding 

JOG factory which WAS added later) were esttmated to be 

MI, 35.30 latch, and it was expected that all components of 

the project would be fully operational by the end of the 

second year of this amount. ARC agreed to provide b. 23447 

Lekh in the form of leans with the state Government provi 

ding the balance to for of equity.  participation. 

Doth the Govern Int and ARC based their approval 

of the project' in part on nunit economics" studies done 

separately for each comPontent of the project td determino.  

their profitability0 The Unit Economics of Troxsiors is 

summarized in table 1, to Illustrate this ppproach* In 

brief" this analyst° e timated (for one typical year in 
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full, operation) total coat incurred and total. income 
received by the trawler operator*  with the difference 
between them representing the trawlers annual profit* Coats 
included interest payments and repayment of bank loan* 
Silk CO each component of the project showed a positive 
profit the project was approved* 

However, the ayou watt- incittapitotor in so al 
Important respeete. The principal/ ehert comings of this 
analysis are outlined briefly belowi 

TAT3148& WIT E :)NjcSOP *MAMMAS 
(Per one tra 

d 

t 	Fuel 
2 Maintenance  
3* Wages 
4, Insurance 
50 Marketing commiaton 
6* Interest on •working capital 

1 

1300 
2300 
2420 
2025 
750 
552 

7* Depreciation 
0* Inte3rest on ARC .loon 
9. Repayment of ARC loan 
t0,4"fOrs0eits 0xperidittsr0 

Total coats 

7600 
3E145 
3045 
1186 

46000 



Annual re eip 

1* Sale of prams for freeainq 
2. Sale of prawns in the market 
3, Solo of other fish in the market 
4. Interest o de,proiliation fund 

TotelReceipts 
Net Profit 

12000 
12000. 
24000 

456 

48456 
2456 

The analyois estimates the projects profitability 
only with respect to the cl,wneire or operators or the project, 
but not to the national economy, or socioty*-- 
2) 	rstimating the volume of profit in a tylpiCal year  

does not .permit a comparison of projects and hence a 
choice of tho best investment Opportunities 

The analysis does not recognize that project* 'Cost* 
and benefits have different values on when they are 
incurred or iocetved4  

Although this pro3eot to interided to .aesist a 
backward community in a backward districts  the profitability 
anebsis de-es not specifically attach any higher 
sos  lel 'weight on thoi:r potential benefits* 
5) 	The analysis. Values costs and benefits at market 
and official pries although there,  is good 'reason to 
expect such prices to be often poor indicators of the 
value or coot to India of certain inputs ( such as 
unskilled labour and foreign exchange) 



6) 	Similarly the analys4s does not examine relative 

price changes expected to occur in the future., particularly 

for an exportable commodity like prawns which haa shown 

wmarket upward trend in comparison to other prices in 

the project* 

1) 	The analysis does not olialuat *stable modificatio 

in the project ( we might call them technical alternatives 

internal, to the project ) which Might yield a higher profi 

tab ility than the project as presently formulate** 

8) 	The analysis assumed that all Its estimates on 

costs and returns are accurate tind will be realised though 

we know, absolute certainty of future of. estimate L* a 

rare event* Therefore, the analysis does not test the 

sensivity of the projects profitability, with respect to 

projects uncertain Variables* 

SUMMARY OF CONCLUSIONS AND RECOM Ai I* ATIMS 

The dominant conclusion of the analysis is that 

the Ratnagirl Fisheries Project has high soCial pron. 

tabillty* The internal rate of teturn (znR) ranges from 

17 to 26 pmcent with large not present values(NPV) at 

a social rate of discount of 10 percent* A partial summary 

of the pi ta,ility of the project La given in Table* 2* 



TABLE 2*,  SUMARY OP PROFITABI4ITV OF THE RATMAGIRI 
FISHERIES PROJECT* 

preen Internal 
value 

 
rate of 

(b*1000) 	return 

A4 Social Profitability with 

1* Aggregate consumption benefits 
at market pricosit 

2. Aggregate censumPtion benefits 
at accounting prices 

a) only accounting wage rate 

b) *ay accounting price of 
foreign exchange 

3. Aggromato ConSiltriptien lath 
• regional dieltribUtion beneftts  

2401 

	

5702, 	.26 

	

2400 	110.49 

	

6,0t 	25,46 

	

2902$ 	1920, 

0* Zachnical Alternattvas 
( change In WV compared to AO) 
Largo capacity freezing plant . 	1#70 

21* Larger site trawlera 	 44103 
3 one yoar imp 	ttion period 	62a 
4* Postponement by four years 	( )304 

C4 Private Profitability 
10 Pederation(completo project) 
2* Freezing plant complex 
3* Trawler operators 

11.40 
290130 
9.40 



The an yais.of the technical alternatives has 

also revealed interesting results, which could be of 

potential benefit to Ratnagiri Preiect as lei  o e mature 

projetts of similar type -, 

It was found that laze  l:ge aiZe trawlers a 

efficient than the IS tonne I:rawi ra of the 

there are several qualifications to thta, con union. (low, 
roxiablitty of data for the larva trawler. i 	lity to 
account for all the social., costa tatter Uwe tment coats 

which may restrict the participation of tuna11 ts.shing 
house holdet e  and tho requirements of larger bathing fac '1 

ties for large trawlers)* Nevertheless this alternative 
a worth otrologifig far future fisheriee projects*: The 
alysis demonstrated that India would gain by building 

a larger freezing plant at Ratnegiri to process prawns 

caught at Mailman rather than freeze these praWns in a 

It ,capacity plant located at al n, Postponment of the 

project would net be' desirable Once the NW fails with 

'postponement*  On the other hand the early completionof 

the project improvto the projects social, profitability* 

privy to proiltability meafttrod by a. *financial  rate of 
return* and a 0  coat flow statement° is also positive 

but lekir so, than the projects social, profitability 

The results of sensivity analysis reveal that the 

pro, cots social profitability is sensitive with respect 



to three variWaes* the projected export price for frozen 

prawns the accounting price of foreign exchange and the 

average annual prawn oath per trawler* The last variable 

is most sensitive* 

The above references deal with goneral adonomie 
a elyeie* The follewingi review refer* to books and papers 

Valring the tedhnique to housing* 

Paymet aXMhave edited a volume co aining 
important papers on low income housing* The book gives 
a good au4ity of alternative policies and programmes* 
Caldorwood(9)  while discusSing principles of maashousing 
has also considered the problem of gent detormtnation*  
National Buildings OrganisatiOnNave compiled selected 
papers on housing finance* ShithWallace Niel* mainly 
with the ralLof private sector on housing* HUECO programmes 

Policio0 end glide lines are discussed in the poblicationc12)  

Symposium on changing conCepts of Roman hebitationP31Iso 

provides usefut information* Fourth 40841011 of the United 

•Nations Connission es Human settlements "411141 Census of 
India Housing reports /54alse proVide useful information* 





CHAPTER II 
THE HOUSING SECTOR 

201 INTRODUCTIONt 

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 building materials industries as 
also establishment of new industries* 

A number of technical universities and research 
institutions were simultaneously started to train the 
various technologists and conduct research. Since then 
construction industry has been steadily progressing 
although its contribution in physical development of 
human settlements has not been keeping pace with the 
rising need and expectations of the masses. Being 

aware of our backlog in the field of mass housing and 
related infrastructional.facilities and.socie4. economic 
constraints*  the response of the construction industry 
Is an admixture of industrialised building prefabrcation 
and traditional, technologies. Broadly speaking for Sour 
urban seftlement*  we are simultaneously 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 percentag of local 

materials. 

As is quite evident from the table 4-4loce, the 

capacity of one million rupees to employ skilled and 

un—skilled building workers has been steadily decreasing 

over the yearn. This holds good for the directly employed 

labours as well as for labour'which is indirectly employed 

in materials , production and supporting industries. seasons 

Table 4.* 

Employment potential for 1 million building industry. 

I 61 1971 1975 

250 126 18,5 

9 6 

7 

400 209 140 

610 339 236 

Direct 

1 i Skilled aid unsici,lled 
labour 

1.2 Supervisory (Technical) 

1.3 SupervisorY(non Tech.) 

2,  IBMAX22,1.2MPIOvment 
in building materials 
and supporting industries 

for this ere many and include tho rate of inflation and 

infrastructure agriculture industry of technology, fiscal 

policies and incentives etc. About 2/3rd of the investment 

in building field goes towards payment of wages to personnel 



0.3 

.2 

0.1 

0 1 

0 5 

0 5 

0.30- 

engaged in the building materials productions and 

direct construction activity etc. The employment potential 

of building industry on the basis of jobs it provides for 

housing construction is equally important. Table 4.1. below 

shows the employment capability in direct and indirect 

activities related to building industry # elployment 

(in millions) in building industry at a construction rate 

of one million duelling units per yeatw 

Table 4.1. 

•••••■•■••••■••PMINIP. 

Direct employment 

t.1 Skilled labour 

1-.2 Unskilled labour 

1.3 Supervisory (Tech.) 

1-4 Supervisory (Non-Tech.) 

2.2 Unskilled labour 	304 

3. Total 

a  

2, Indirect employment ( in building 
materials and supporting 
industries) 

2.1 Skilled labour 

6•8 
ammovAlliielIMOPOWNWOOlikrnOniMealmioa0 

It should be noted here that the above figures 

relate only to our present modes of construction* In case, 

some alternative tectutogies 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 provide gainful employement 

to approximately 4.75 million people in the country. A 

break up of this figure shows that about 1.7 million 

of them are employed directly against 1.4 million in 

building industry in 1971. The remaining 3 million are 

working in building material production and other allied 

industries, 

2.3 ORGANISATION OF BUILDING INDUSTRY 

The building sector of the Indian construction 

industry is not sufficiently organised. The two important 

reasons for this situation are (i) that the building 

constrUctionffiactivity, even in large urban settlements, 
is widely scattered physically and large scale building 
projects are rela.tivelybfew (ii) that returns on private 
investment in this sector are meagre due to ,complex 
organisational problems. Since the building industry 
utilizes several types of materials, all three levels of 
industries have become involved in this field. for 
example— Heavy Industry,  producing steel cement coal etc. 



Medium scale 
	

For producing glass,A.-Ci. sheets 
industry 	

door shutters machine made bricks, 

sanitory and water supply fittings .  

PVC pipes, ACC spun pipes, stone- 

Ware and cast iron pipes door 

and window fittings, steel 

windows etc. 

Small scale and 	For productioni rioks,lime, timber 

cottage Industry 	oinery, steel fabrication,stone 

ballast and grit, various types 

o tiles, paints finishes for 

roofing and flooring. 

A part from this there are many petty trades 

like plumbing, masonry end, carpentry organiueti individually 

or in small groups which servo these industries. 

The building Industry is however not picking 

• up fast enough, may be because of the construction 

industries affinity to conventional modes of investment 

and construction and high economic stakes. This has 

also affected the industries ability to contribute b 

economic development and its share in gross domestic 

product, In India, the public sector construction agencies 

play a significant role in the construction industry.  
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The various departments of central and State Governments 
in the field ofpublic works, Irrigation,Transport, Housing 
Water Supply and Rural development undertake construction 
varying in magnitude from a large dam or a large housing 
complex to small hospitals and schools in, viXlages The 
public sector agencies set up for manufacture of steel, heavy 
machinery and coal mining often design and construct their 
own townships and thus create new settlements like Shilait 
•Baker°, and Durgapuri The CoPoW4D., designs, constructs 
maintains and repaira works, and buildings for most Central 
Government departments It has lot of expertise, in the 
architectural, structural, landscaping and' horticultural 
fields apart from Civil constructiOneThe department employs 
about 39,000 persons directly apart from labourers employed 
on work given out on contract. 

244 LOW COST HOUSING 
The most important role of the building industry 

In human settlement is undoubtedly in the field Of 
housing for the low income group'. 

Low cost housing is a term. used for the agglomeration 
of those dwellings wherein. the space: available the materials 

used, the expectad life span, and thelfavailablo services 

are just at the minimum acceptable levels consistent, with 

safety, health and. affordability. Unfortunately low cost 

housing is in danger of becoming either a sop for the public 
sectoia in:ability to help people build houses that they can, 
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Tabl e 

Urban Rural Total 
-1111601.1.00111111 11.011/MMININIM 

Excellent 173 6.6 8.9 

Early good 63.3 66,0 65,5 

Bad and dilapidatedd 18.4 , 	27:4 25.0 

4y0,,,T44 
is cleaz1that nearly one fourth of our current 

housing stock is in bad and dilapedated condition and out 

of the rest, 65% requires improvement* Coupled with this 

are formations of new house holds each year who also need.  

to be accomodated in good houses* 

2 5 THE LOW INCOME HOUSING DELIVERY SYSTEM 

There several different systems by which 

lowinoome people acquire a house.. Understanding the housing 

situation in India requires en.investigation of the system 

of arrangements that low income people make for obtaining 

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 

housing agencies with the construction oflow coat housing 

units, or with incentives to the private construction sector 

to inspire the to build cheaply* it is a system of arrangements 
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between people, lowincome people on the one hand, and 
many other people that have access to housing resources, 
whether they be land, finance, materials, permits, contracts 
or simply information* Understanding the workings of the 
complex system simplifies considerably the vast housing 
task confronting the Indian GOvernment today* 

A study on low income housing arrangements has 
revealed a large number of housing types)the final classifi 
cation is depicted in figure-3* 

Seven different sub .systems were identified* 

These are the scatter housing subs.system, the temporary 

Land revenue Subsystem, the Private HOusing sybsys tern, 

the commuter Housing Subsystem, the public Construction 
sybsystem and the public Assistancei sybsystem*  

lg2.44hes - AttallLiDigingIght.gyelgm communities belonging 
to this subsystem are located on land parcels over which 
the people have no legal riahts*  and generally pay no rent.. 
Housing units are therefore considered to be illegal structures 
and are usually not counted as a pert of the housing stock* 
The majority of the squatters build structures of a temporary 
or semi permanent naturei while some build no structure at 
all. 

There are five major types of arrangement for 
obtaining housing under this subsystem*Pure seatters; Min 



Sqatters; Abandoned buildings; Floating Squatters; 

and structures on expropriated land. The Floating Squatters 

can be further divided into four subtypes, as via- shall be 
explainetibelaw. 

Pure squatter settlements are formed by squatters 

who group themselves to form communities .These settlements 

usually appear on vacant and unused public and private land 

or along public right of way. Roads, railway, 	rivers, 

canals and electrics power lines. They are also found of) 

slopes of Gills, areas subject to flooding, along the 

beaches and in areas without vebscuier access. 

Mini Squatters— are those who set up independent and 

isolated dwelling units which do not form communities or 

settlements. They arc found living in areas accupied by 

other land uses, usually on unuseabie small plots of land 

MininSquatters are found in high in middle income areas. 

Squatters were also found in 4,,bandoned Bui/dings. These 

are old uncompleted.  or damaged, structures which are onside 

red as uninhabitable, but which can be used by squatters. 

Pleating — Squatters are those which do not occupy fixed 

location in the city. They are of two types: seasonal 

Squatters and Pavement Dwellers* Seasonal structures are 

built by squatters which are purely temporary and appear in 

particular seasons, following climatic, agriculturally based 

cycles. Boat Houses berthed along rivers and canals are 

used for residential purposes. 



There are two types of Pavement Dwellers, who are 

also squatters, although their housing is of the most 

informal quality if it is to be considered housing at all. 

The open Air Pavement Dwellers are those who sleep on 

pavements and do not have structure to shelter. them, 

Sheltered Pavement Dwellers usually build temporaiy structures 

which can be assembled as dismanteled within a very short 

time*  what, some live under sheltered or cantilivered 

part of permanent structures. Most sheltered pavement 

dwellers can be found in public buildings-  suchas transport 
ocrolAes 

terminals, shopping autzee and building edges alongmdtho 

minor roads* 

A final type of pure squatter •arrangement it that 

in which people live in structures on Expropriated Land* 

Those people are awaiting eviction from their previously 

owned land, which has been appropriated by government for 

development projects* - 

The temporary Land Tenure Subsystem;  Dwelling units 

in this subsystemare owned. by*  rented or provided , ftee to 

.present occupants. in this sUbsystem bath land and the 

house are owned - by private individuals*  with no gOVernmental 

or *nstitutional involvement*  

The Private Housing Subsystem  consults of- Rental 

Housing, owned. Housing, and .Pee Lodging* surplus, system. The 

.R0ntal housing is further divided. , into Rental Tenements, 

Rental Houses ,and,tingle peoples. lodgings. Rental houses are 

found in two forms, single family Houses and Subdivided 
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,--- employers to their respective lowiincome employees either 

free of charge or at a nominal rent which is deducted 

from their salaries and wages* The term of tenure in this 

housing subsystem usually ends with the termination 

of employement* 

Government Workers Housing is provided by govdrnment 

or semi government Institutions to their low income 

employees either free or at nominal rent* Private Otani

ations Housing is similar to the government type and 

offers housing solutions to low income workets in the 

private sector. Factory Site Darmitories and sarrac%s 

are constructed by the factory owners for their low income 

workers within or near the factory premises, The housing 

unitsare usually in the form of dormitories and barract4, 

which are essentially raw houses subdivided into a number 

of cubicles each occupied by a single family* Thee units 

are provided free of charge and available mainly in indüs.i. 

trial area. 

Maintenance Staff Quarters are accomodations provided 

by employers to their maintenance staff, such as domestico,  

servants, gliardsidrivers, cleaners and gardners who stay 

at the work place or at the employers residence* 

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 areas specially in 



hotels,- restaurants, small shops and repairing shops. 

Surplus houses of charitable private owners which 

are given free of Charge for use by low income people are 

called Free Lodging Surplus The occupants in this type 

do not squat , -own, or pay rent, nor are they employees of 

the houses. 

The Commuters Housing Subsystem 

Commuters are those people who travel regularly 

to their work place in the city from areas outside the 

city* The commuters obtain their housing at their place 

of origin and try to compensate for their higher travel 

costs by lower housing expenditure. There are two types of 

commuters identified in this study, Inter urban commuters 

and Rural commuters. 

The Public constructi2nIUDASAliam- This system 

consists of housing units built by government agencies for 

low income people. This is a government effort to allevia-,  

to the low income housing problem, The dwelling units 

ate either sold or rented to the people usually at sum 

sidized ratea. There are four types of housing available 

in this subsystem- Public Flats and Raw Houses, Welfare 

Tenements, Transit and, relief camp; the Hire purchase 

Single Houses, 



Public Plats and Row Housetio one constructed by 

government or semi government agencies in the form of 

flats or row houses, some of which are multi storey 

buildings • The Public Plats and Row Houses are permanent 

•structures which are partitioned into apartment unitsi 

each of which is occupied by a single family* They are 

found in planned residential zones, and, are available 

in all the six cities .n the study* 

Welfare Tenements- are free or highly subsidized 

dwellings provided by the government as part of its social 

welfare scheme. 

and_ 
Transit ee. Relief Camps are temporary accomodations 

provided by goverment for displaced persons, Transit 

Camps are dwelling units for lowincome people who cannot 

be permanently settled Immediately. Relief tamp are those 

units provided to people rendered houseless by disasters, 

natural calamities, and way • The transit campe are permanent 

structures whereas the relief camps. are temporary or make 

shift. buildings Hire Purchase Single Houses are dwelling 

units constructed 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 Sub:,--  -tem— This subsystem 

is one in which the government and the. people through 
joint effort try to solve housing problems. These housing 
Solutions are based, on the improvement of existing housing 
units or ori. the creation of opportunities for people to 
build their own houses. It naturally, encompasses, therefore, 
the provision and improvement of amenities and services. 

This subsystem can be divided into two main forms 
of public assistance. squatters Assistance and Assistance 

,0 
to Private Housing. The fOrmer can be divided into three 
categoriess Squatter Improvement; Squatter Resettlement 

and Tour party Sites* Squatter Improvement further sub 

divides into land Subdivision,Neighbourhood Amenities and 
Construction loans. while Squatter Resettlement subdivided 

into sites and services and Core Housing, 

Assistance to Private Housing can be divided into 

two categovies, Assistance to Rental Housing and assistance 

to owned Housing. Assistance to Rental Housing is subdivided 

into four types; Neighbourhood Amenities; Transfer of 

ownership Scheme; Structural repairs; and Quarters .  

Allowances. Finally assistance to owned Housing is sub.. 

divided into five types Neighbourhood amenities; Aided 
zu 

Self Help Houses; Rental of abOndoned properties 141Govern-

ment Loans to buy Apartments and Row Houses; and House 



Construction Loans* 
Under Squatter Improvement Land Subdivision results 

when the land which is at present illegally occupied by 
squatters is,sUbdivided into smaller.parceis and. told 

End4a to occupants, This type is found in MomtAle. only 
Neighbourhood Amenities in Squatter.improvement4 which-, 
include provision of basic infrastructure such as water, 
electricity, roads and walkways sewage and garbage 
collection are provided to improved the condition of 

squatters* 

Construction Loans are provided by government 

agencies to squatters to build their houses,. Under squatter 

Resettlement the Site and. Services type,_ is that in which 

the government develops land by providing infrastructure, 

and allocates it to former squatters for resettlement. On 

the developed plots the settlers build their own structures, 

Most of the people benffitting from these schemes are 

former squatters who are evicted from other location in 

the city, In Structural Repair programmes old rental 

houses and tenements are renovated by the government' 

Under Assistance to Owned Houiing, Neighbourhood 

Amenities are provided by public agencies to the houses 

owned by lew income people In the Aided Self Help Houses 
type, the governMent provides the land, construction 



materials and technical know how 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 ale provided 

to the low income people by the government or commercial 

banks on favourable terms to build or repair dwelling 

units. Loans are available to individuals or groups of 

people 
r cd'S n eS,S 

This study gives a brief out line of the,redL-ftess 

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 

passible to decide on better allocation of limited housing 

resources, 



10 EWS Houiing 
(upto R. 350 PM) 

2. LIG 
(351-.600 PM) 

A! SOCIAL HOUSING 

Scheme Unit 
cost 
Rs 

3000 
(6000) 
15000 

05000 ) 

3. MIG 
(Rs. 601.4 500 PM) 25000 (33500 ) 

4. HIG 	 40.000 
(above It16 1500 PR) 80.000 

5.0 Rural Housing 	500 

Total A 

8 Rural House Sites 	250 
C Apartmental,Housing 35000 
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and Dock Labour in the centre (Notes.- Unit cost in 

brackets represent average ce4ling cost of HUDCO. 

Table -8 

Investmentand Physical Target in Social Housing 1980.85 

Investment 	Targets (in 
envisaged 	lakh dwelling 
plans-HUDCO 	units/sittes 
b. in craves Plan HUDCO 	TOTAL 

485.70 180.00 16.19 3.00 	19.19 

97.10 150.00 	0.64 1.00 	1.64 

51.80 150 00 0 20 0.45 0.65 

12.95 120 00 ,0 03 0.13 0.18 

183,50 36.70 36.70 
aftsoW101101m....raimo 

831.03 600.00 53.76 4.60 58.35 

170.00 68.00. 68.80 
246.00 0.70 0.70 

To arrest the growth of slums in the man areas. the 
main emphasis in the sixth plan is on the promotion of 
environmental improvement and on housing of economically 
weaker section. The strategy here is to provide sites and 
service with enough funds' for- a cor4structure, beneficiaries 
being given loans upto Rs* 3000 per unit repayable over a 



materials and technical know how 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 acre provided 

to the low income people by the government or commercial 

banks on favourable terms to build or repair dwelling 

units. Loans are available to individuals or groups of 

people. 
. 	OTC k OSS 

This study gives a brief out line of th „radAmn.egs 

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 housing 

resources* 



CHAPTER — III 

HOUSING—FINANCE AND HEALTH ASPECTS 

3.1 PUBLIC HOUSING: 

The expenditure under the five Year Plan on 

public housing increased from Rs. 480 million in the 

First Plan to Rs. 14908 million in the Sixth Plan 1970-85#  

The details of investment in housing for different plan 

periods are as follows: 

Table 7 

Plan Rupees in millions 

First Plan 480 

Second Plan 800. 

Third Plan 1100 

Fourth Plan 1410 

Fifth Plan 6000 

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 

below. 

Includes provision 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 



and Dock Labour in the centre (Notes*. Unit cost in 

brackets represent average ceiling cost of HUDCO. 
Table —8 

Investment and Physical Target in Social Housing 1980• t5 

Scheme Unit 	investment Targets (in 
cost 	envisaged 	lakh dwelling 
el 	Plans—HUDCO units/stiles 

alb in crones Man HUDCO TOTAL 
A.SOCIAL HOUSING 

1, EWS Houiing 
(upto b. 350 PM) 

2. LIG 
(351600PM) 

3. MIG 
(Rs. 601 1500 PM) 	25000 

(33500 ) 

4 UIG 
(above 1500 

5+0 Rural Housing 
isS1111.0. 

Total A 

8 Rural House Sites 	250 
C Apartmental,Housing 35000 

485.70 180.00 16.19 3.00 19.19 

97 10 150 00 	0.64 1.00 1.64 

51.80 150,00 	0.20 0.45 0.65 

1.2,95 120..00 ,0.03 0.13 0..18 

183.50 36.70 36.70 
91.0.04.1111M.40.4.70MINMINimiilawrims 

831.03 600.00 53.76 4.60 58,35 

170.00 68*00 68.00 
246.00 0.70 0.70 

3000 
(6000) 
15000 

(15000 ) 

40.000 
) 80000 

500 

To arrest the growth of slums in the Aban areas. the 
main emphasis in the sixth plan is on the promotion of 
environmental improvement and on housing of economically 
weaker section. The strategy here is to provide sites and 
service with enough funds' for a cor4structure, beneficiaries 
being given loans upto t6 3000 per unit repayable over a 



period of 20 to 25 years at concessionsl rates of 

interest. The scheme envisages that the beneficiaries 

being given loans'upto 	3OOOper unit repayable over 

a period of 20. to 25 years at concesstonal rate -of interests. 

The scheme envisages that the benificiaries will 

themselves gradually improve the quality of accommodation 

in the course of time. It is realised that the public 

sector, has only a marginal, ,though promotional 

play in the provision of urban housing. Given t 

resource constraints and more pressing an ,V7'''  

'claitrims on public resources, the'vast,r 

houSing in'urban areas will have 

resources. The role of publ 

restricted to the imp 

of housing to som 

of .agences 1 

(HUDCO) 

re 

fi 

the 

provisi 

of houses 

Prolix 

for developed 

1 

.1/  extent from 1 
tion to housing 

arch, 1980 ammounted 

to Governments co 

';0 plans 

the life 

Insurance 

HM CO and indivi 

. million to various states 

'ntation of villages housing 

M CO has been functioning 

undertake, housing, urban develop- 
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went and building material schemes. The main sources of 

finance for HUDCO are equally, contribution by the Government, 

borrowings from LIC and 61C, 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 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 dwellings and 76 percent of the plots are 

for families earning less than Rs. 600 per month. The 

HUDCO is allocating 55 percent of its loins 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 the 

various income categories have been fixed with reference to be 

affordability of the benefit caries and maximum proportion of 

monthly income which can be devoted for housing. The HUDCO has 

started financing rural housing schemes from 1977778 and is providir 

176.9' 413 
:Mina MARY MIIVERSITY Of ROORFP 
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period of 20 to 25 years at concessions' rates of 

interest. The scheme envisages that the beneficiaries 

being given loans lipto RI* 3QOOper unit repayable over 

a period of 20 to 25 yearsat concessions' rate of interests. 

The, scheme envisages that the benificiaries will,  

themselves gradually improve the quality of accommodation 

in,thecourse of time+ it is realised that the public 

sector, has only a marginalp-though promotional, role to 

play. in the provision of urban housing. Given the overall 

resource constraints and more pressing and competing 

'clalpoims on public resources, the' vast majority of additional 

houSing in 'urban areas will have to be met by private 

resources.. "he role of public sector is pupposed to be 

restricted to the improvement of slums, direct provision 

of housing to some of the urban poor and encouragement 

of agences like Housing an .ran development corporation 

(HUDCO) which can promote the marshalling of private 

resources into housing in a contructive manner* IpIthe 

field of rural housing the minimum. Needs programme under '  

the sixth Five year plan places a high priority on the 

provision of house sites and assistance of construction 

of houses for the rural landless workers..  
per 

Provision is being made of Rs.0/—„family 
for developed ,plots,and conttruction assistance of 



4.4906. 

Pet 	uv‘ 
500/-t,family, fordeveloped,the target group being 

thee -landless workers' membering about 1445 million. 

It is recognised that with this kind of assistance, 

the houses will have to be built with only _rnligti mud wails 

and tiled roofs, but the programme will at least 

provide a minimum shelter to the rural landless 
workers. it is proposed that organisatioms are set 

up at the loca/ level for disbursement of assistance 

in the form oe cash or materials and to assist the 

beneficiaries in developing layout and housing plans for 

a cluster of houses such that proper access as 

well as drainage including 	is available for 
these sites. Attempt would be made to obtain all 
materials such as tiles from local parties. 

The public sector investment under the state plans 

is being supplimented by loans made available- b9 the life 

Insurance corporation (LIC), HUD= and General Insurance 

Corporation of India (GIC)0'and to a limited extent from 

commercial banks. The LiCs total corStruction to housing 

development by way of loans upto 31st Mareh, 1980 amounted 

to Rs.10,285 million given to the state Governments co--,  

operative housing finance societies, HUM and 

duals. The GIG allocated Rs. 140 mdllion to various states 

during 1978 — 79 for the implimentation of villages housing 

and ENS housing schemes. The HUOCO has been functioning 

from 1971 to finance and a undertake, ;lousing, urban develop- 
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mont and building material schemes. The main sources of 

finance for HUDCO are equally, contribution by the Government, 

borrowings from LIC and BIC, 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 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 dwellings and 76 percent of the plots are 

for families 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 the 

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 housing. The HUD has 

started financing rural housing schemes from 1977-78 and is providin,  

17C9?3 
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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 24-4poo.mupco 
has assisted *4 schemes for setting up industries for 

manufacturing bricks, wooden components, tiles etc. it has 

sanctioned loans amounting tons, 566 million.  to the corpor-

ate employees in the public and private sectors for const-

ruction of houses* 

3.2 PROBLEMS, O HOUSING IN E Ai ia INVESTMENT 

HoUsing as a problem is not unique to India. There 

is hardly any country whether developed or underveloped in 

the world today which could justly claime6-to have solved 

its housing problem* The housing deficit is estimated to 

20 million units* 03) 

Housing cannot be conceived merely in terms of 

houses or dwelling It has to be conceived together with 

the phsycal and techno—economic environment in which the 

houses exist It cOmpriseSfroads public utilities, like 

water supply drainage, sewerage and community facilities 

like schoois., part(s..„playgrounds and dispensaries etc* 

Any' such investment in housing in the sense of dwellings 

alone is incomplete. 

The problem of housing in the poor and economically 

less developed countries becameseven more intense because 



such countries do not only have ;:=Zes housing shortages, 

growing additional housing needs and poor housing stocks 

but are awfully deficient in essential services and facili-

ties also. A. large number out of over(i60 290)urbano nothing 

to say of rural, areas do not even now have protected water 

supply services drainage and sewerage and adequate roads* 

It has beenestimated that 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* 

According to estimates made in Delhi Master Plan*  expenditure 

on community facilities alone amounts to about 25 percent 

of the cost of housing. Thus for every R. 1000 spent on 

Houses another M4 500 or so are needed to make housing 

functionally and socially livable of which R. 250 or 

so will be needed for community facilities alone. 

Housing is not a static but a growing problem* 

Rapid urbanisation, particularly in those countries 

which have just begun to miam000. make efforts to move 

along the path of economic and industrial development, 

implies structural changes in the economy and a drift 

of population from the rural to the urban areas*  As 

this urban ward drift of population gets accentuated it 

creates the immediate problem of housing the migrants.  

in the receiving urban areas* These migrants come 

without any money or means in search of jobs which do 



not exist or exist for the smell fraction of the 

total number. They cannot afford any rent at all, at 

least in the initial stages of their settlement in the 

urban areas. Besides migration the high 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 gradual 

beaking up of the traditional joint family system add 

to the magnitude of the housing prohlem. Exorbitant 

rents, overcrowding, congestion, slums and squatting 

are eloquent manifestations of the worsening housing 

situation. 

INVESTMENT MN HOUSING: 

Housing may fail in the category of both 

consumption and investment. The quality in its character 

as an economic category has an element of Inherent 

Contradiction. As one of the terms of consumers expen 

diture it is governed by tha levels-of personal or house 

hold incomes, employement, and the pattern of income. 

distribution and savings in a given economItt, 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* 



Considering housing as an• .nvestment two 

principal 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 census 

Status 
	household 

India Total, 	Total 
	

97 0566737 

	

,Owned 
	

826080 270 

Rented 
	

1469766467 

	

Rural, Total 
	

7769356246 

Owned 
	

73: 0'706545 

Rented 
	

468646 701 

	

Urban , ,Total 
	

196121 

dwned 
	

96009 6 720 

Rented 
	

106111 766 

From the above table it can be'seen that 

while in 'rural areas 94% of the houses are owned in 
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urban areas more then 50 are rented. Thus it is 

obvious that private investment in housing plays major 

role in the field of housing. But as mentioned before 

25.6% of them are in bad and dilapidated. condition. 

In addition to this there is a housing shortage of 19.7 

million houses* 

In private investments it is normal to expect 

that these investment decisions .will _be governed by the 

rate of return on the money invested. And this decision 

will be greatly influenced by comparative rates of return 

in other investment channels in different sectors of 

economy like industiftial. commercial, banking and financial 

'If for example industrial shares give 10 to 17 percent 

or more return as estimated by a foreign expert on the 

basis of reserve bank Survey of 1001 Indian. Public Limited 

companies, investment in rental hOusing will not be made 

unless income from rents compares. favourably with returns 

from other possible avenues of investment.  

Against the normal expectations of the average 

private investor may be set the rent paying capacity of 

people. The rent paying capacity is determined by the 

level of personal family income in the case of individuals 

and by the pattern of income distribution in the communtty 
1194 

at large. Indiais per capita income was estimated at Rs0,54A 



The range of variation in income distribution is not 
preciSely.known0_From 13 of the-socioeconomic surveys 
sponsored by the Research Programmes committee in selected 
cities of India it is however, found that about 80-to 90 
percent of, the families.in the cities had a monthly 
income less than 	250* Families with less than 
P* ,M, were over 50 percent'ofthe families in" most " 
cities* Families with over b. 500 . P0110 income ranged 

Ar4.17-41: 0t- from less that 0.5 to less than 500 percent 	in 
CaIcutta . and Bombay where the respective percentage was 
6.8 to 9060 Assuming 10 to 15 percent of the incaMe 
as the reasonable rent paying capacity over 50 percent 
families in cities and twins cannot afford more than 
at. 10 to 15 month rent for their houses, For this mass 
of needy humanity even the economic rent at 
a minimum, one room dwelling, estimated "oaf M6 28 per 
month by the ministry of work, Housing and supply, 
is an almost impossible prOposition. In as prosperous 
a metropolis as Delhillouseholds Paying less than MOO 
monthly rent' account for 3344 of all households* 

•Under these circumstances it is logical to' 
Infer that no private entexpeneours will feel altruistic 
enough to sink money in rental housing fort the people 
in low and middle income groups who constitute the bulk • 



'of our population. This perhaps explains why luxUrious 

flats, apartments, and bungalow which amortise from 
Voir 

exebitant rental, incomes the total investment within 

to 10 years are available in plenty whereas modest 

dMellings are no where found constructed except by a few 

owner occupiers, public bodies and industrial concernes. 

It also follows that it will be futile and _chimerical 

to look at private investment in housing with any measure 

of hope as far as the housing problem of the masses is 

concerned. 

Turning to the role of the public sector in 

the field of housing, the ability of the public autho-

rities to make investment in housing or for that matter 

any investment in the ultimate analysis depends upon 

the level of countryts economic development itself. In 

countries with low per capita income, low saving margins 

and low rate of growth the public revenues are grosly 

inadequate in relation to the multifarious pressing needs 

awaiting fulfilment,  

.0n the meagre public revenues there are numerous 

competing demands which include defence, essential projects 

and programmes including developmental ones. In Ianxiety 

to strengthen the economy at th grass root levels, 



allocations for houses from within the limited resources 

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

very low! priorityy The ratioo4f the outlay on housing 

to total plan out lay has remained as Iva? as 1.70 

Thihappens because housing iavestment is chara-

cterised by high capital output ratio, lacks spread 

effect on growth potantial in the sense of its direct' 

contribution to ,further economic growth and is unable 

to contribute to foreign exchange earnings. 

The limitations of the public sector thus 

rule out the only salvation of the problem for the teeming 

millions, namely construction of millions of dwelling 

units w&thin the short term and subsidizinc4 their cost 

of construction or rents to bring them within the reach 

of the masses. Both these propositions would pr4 

face, appear somewhat fantastic because neither cons-

truction of houses on a scale commensurate with needs 

nor the amount of susidies involved there in are any 

way feasible" 

3.3 DEpENT,HOUSING A RIGHT POSTPONED 

3.3a Health and Housing (13) 

Though the magnitude of problems.in housing 

investment seem in surmountable the EtWIS and L,I,G0. 

also have an equally pressing need for good housing. 



SHE WRETCHED OF THE EARTH' 
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Hundreds of millions of people today live 
in dialapidated,detereorated, dangerous housing 
accomodations. Studies in different areas of the 
world reveal that death rates from a variety of 
diseases, pneumonia, influenza, tuberculosis enteric 
diseases.s. are tff to 2 tines as high in bad housing 
as in good facilities. An evaluation of this problem 
in New 'York City documents the validity of thee. 
findings. Bad housing is not only a menance, but it 
fills to provide an environment for rest, study, 
Contemplation, individual work and enrichment of the 
spirit, without which man does not survive & The result 
is a loss of morale,destruction of life forces and 
concomitant lack of interest of life and living. This 
is reflected ndespair and poverty which compound the 

disease problem. 

World technology now provides the skills to 

prevent this situation and to provide a healthful" 
wholesoMe housing environment for todays people and 

tovmndahq_ generations to come. The costs' of dalmtne Tor the sick, 
fighting disease, helping the poverty stricken and 
overcoming the savages of social decay that accomodate 
bad housing, are so great that communities must sacrifice 
educational facilities and other valuable community 
assests to pay the had housing bill. Planning and action 



by the discipline involved in this problem, will right 
this wrong. 

Not with standing the extreme difference among 

people, of language, culture, temperament, religion, 
• , 

mode of government, one  principle prevails among all 
peoples all .olmrnthe world.. Where there.is:bad housing; 
ignorance and poverty, there will always be markedlY 
increased disease rates and positiveevidonce of social 
decay in the individual, family and group. ptudies 
of residents of bad housing in urban areas all over the 
world demostrate this fact. An analysis of vita/ statis.4 
tics of New 'York City confirmsthose findings in conikec-t- 

-two64ingpoor_housing and low income groups with disease. 
r 	in 

It will be seen from this comparision of areas that the 
, bad housing areas infant mortalitylvmore than twit() as 

high ; maternal mortality is four times as high; tubercu.0 
lusts mortality incidence are five to six times as high 
phoumonia and influenza mortality is twice an high 
illegitimacy is twelve timeias prevalent; prematurity 

of 53  p 1A,cs 
occurs -twice as often; the incidenceghy1140-0 is more 

than seven times as high and-bacillary dysentry occurs 
eleven times more frequently , Lead poisoning in children 
also is directly associated with slum dwelling. During 
1969 there were 532 cases of lead poisoning with 8 deaths 
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of children in New York City . The children beopme sick 
after eating particles of paint containing_le0 or 
chewing furniture*  window ellis and other surfaces.  

which had been covered with lead paint. This very serious-
diseace which may end in death or permanent.brain 
damage is available without too much effort. 

Another avoidable environmental hazard in the 
deteriorated slum dwelling is carqn# monoxide poisoning. 
Carbon monoxide is generated in the incomplete:combustion 
of any material containing carbon used for heating or 
cooking, such as coal,. oil, wood, peat, gas*  etc* 
When carbon monoxide is generated In an airless or 
poorly Ventilated xeome, there is a rapid build up of 
this dangerous gas. 

The following table shows the home carbon monoxide 
deaths from gas appliances frem 195ibthrough 1964* 

Table —10 

aftworwOrissila vmmilaftlailioirWpMsetipaite-ot 

year Total incidents Fatal Non fatal 

1951 290 99 385 

1952 330 38 173 
1933 162 45 221 , 
1954 .253 56 226 

1955 240 45 357 
$956 132 28 218 
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1957 

1958 

1959 

51 

80 

48 

9 

13 

9 

1?S 
142 

+8 
1960 35 5 65 
/961 16 3 61 

E. 
1962 2$ 12 67 
1963 10 2 34 
1964 

The reduction noted in the table was accomplished 

primarily as a result of an intensive educational and 

appliance inspection programme..  

Deteriorated houses with bad structuce design, 

double walls and floors often provide harborages for 

ratts. 

When the homes are not maintained properly and 

there is food and water available rats will make such 

harborage their permanent nesting places., Although 

New York City has an extremely low incidence of rata as 

a result of years of education effort, coupled with 

inspection programmes and technical training carried 

out by the Health Department, there still remain pockets 

of rates infestation in some of the oldest slum dwellings 

in the City. Here the problem is to reduce the population 



to the absolute minimum and keep i.t at_that.rat940t11 the 
occupants can be relocated, all the rats exterminated 

and the building demolished. While_thepe_is no_ rat 

borne disease in the Hew York City, infants who have 

just been fed and not washed pTopexly may be bitten by 

the rat in hi s search for food* 

Home accidents also have their highest frequency 

in residence buildings which are poorly designed, badly 

• lighted and constructed and which have been allowed to 

become hazardous as a result of neglect* Lack of proper 

maintenance, defective electttcal wiring inadequate 

facilities for collection and storage of garbage and 

refuse prior to removal from the building and corroded, 

broken heating gas lines and other heating and cooking 

equipment and responsible for many flOs 1n slum buildings. 

In the extensive reports correlating housing and 

health there Is general agreement that it is the interplay 

e--  of had housing, poverty*  igndrance and segregation 

which is the basic problem.Such factors go hand in hand 

With malnutrition neglect of symptoms and lack o medical 

care. 

These0actors interact to bring about social 

disturbances in individual and family life which are often 

nor destructive their disease manifestations or physiolo... 

gical malfunction. Much damages is done to the health and 



well being of children by a sense of chronic inferiority 

due to consciousness of living in sub—standard dwellings 

lack of 'suitable space even. for eating and sleeping ,much 

less for the amenities of life will seriously handicap a 

childs mental and physical  development. The child who 

suffers the filth, the dark dant:squaier , who lives 

with his demoralized parents in an atmosphere of 

misery and resentment cannot grow upto adulthood with 

ready acceptance of the role of a responsible member of 

his community. More likely than not he will be a burden 

upon his Ilighbours instead of a creative contributor 

to the general good. 

Privacy is an essential requirement of healthful 

housing. If the need which every human being has for a 

refuge from the noise, tension, troubles and frustration 

of the outside is not met the individual and society 

--niavitatOly pay the price* 

. Another common fault of bad housing is insufficient 

light. In addition to impi4ing efficiency and wye05train 

thawe is the pbychological effect of depressiveness in the 

gloomy unlit t  space. For most people, light is a 

necessity not only*or efficiently carrying out the tasi6 
of daily living, but also as a stimulus. The poet writes 

joyously of light as if it had a life giving quality of 

its own. No man should be deprived of light, a natural 



exilarant so helpful to the down trodden :and 'so 
heating to these in need'af'chee, 	• 

Conditions in a_ dilapidatedtbadly eqUipped hole 
make proper natural,. care and impossibility. This may 
cause much unnecessary ill health,in'infants - which May 
so handicap the natural learning skills of the child as 
to be directly responsible for its backwardness. The 

) 	•. 	, 	• 	• 	'• 
child. and the community, now havIto pay heavily for this 
burden. This will be even further aggravated by the 

overcrowding which prevents proporstudy lack of sleep, 

exhaustion, faliure of parental influence and will 

inevitably result in a dissolute life in an atmosphere 
of despondency and hopelessness* 

Many, of course , survive such environments* too 
many accomplish this survival by the aquisition of an 

unpenetrability which bars communication-. either in or 

out* Thebresult - a society of empVless- of crowds a4,..t. 

faceless -individuals* The process of social growth and 
enrichment slow up and shrink into stagnatiop* Individuals 
find their life outlets in self destruction and often 
destruction of others. Security giving family life with 
its intimacies, joys, and its beauty is destroyed. 
Instead of growing up with gracious consideration for  

one another, such deprived individuals often became 
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able to advance Physically socially and intellectually 
despite the handicaps of poor home environment. In the city 
of New York the Heqlth Department has carried on a variety 
of such activities with good results. Association between 
poor housing and health is #early brought out by selected 
data of new Yor City given in the following tables. 

Table -.., 11 ( New York City Data) 
Ref. 13 

Housing 	• Districts with Districts with 
poor housing 	good housing 

• Percent-deteriorated 
or dilapidated 
Mortality rates(per 

32.3 

swell101.1.•MOIMIONNI110111.. 

5.9 

Infants 39.4 17.1 
Maternal 7.3 1.8 
Tuberculosis 22.5 4.1 
Cancer 206.7 193411 
• Diabetes 30.14 17A 

Cardio—vescular, 
Renal diseases 646.5 554.9 
Pneumonia, Influenza 66.2 33.0 
Home accidents 15.4 9.6 
All other-iouses 12.8 9.6 

LICNIMP II
VIVFaSI17 OF ROOntra., 

4euutsilles 



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

On 10th December, 1948 the solemn declaration 

of the United Nations on the fundamental rights of man, 

established in Articles 25" Every person has a right 

to an adequate standard of housing, which ensures him 

and his  family health, welfare and especially foodiclothing 

housing,,... ft 

• The right to housing' should be considered, then, on 

the same level with the essentioI rightsof subsistence 

as are food, Clothing, medical attention, rest etc. All of ' 

these are indispensable elements in order that man live in

•a worthy manner and at the same, time fulfill himself as a 

person, 

Worthy housing is 'a fundamental requisite 

in order that man form his home where his children are 

to grow and take their first steps in community. 

From this derives the importance that thiS right be 

recognized and put into practide. 14:44 does not become a 

reality many of the citizens S our planet will never become 

positive agents In the creation of a better world. 

In this respect the government has a primordial task 

to give to their peoples the possibility of owning their 

own home. 

It will recognize that one of the greatest services 

a government can render to its people is' to give each family 

the chance to build its own individual house, 
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design* to oo tho additional coDt &miolvod for horizon al/ 
vortical oxpancion* The cost of additional zoom on'-the ground 
floor is Rs* Mk- while for the vortical expansion* the 
cost of ddin9 additional roots on the first floor including the 
cost of the staircase tva* est 121,3151* Thie indicates that the 
ospOnai011 of a house on tho !trot float will MVO * construction 
•cost higher by 21.0% Whoa compared to orpanoion on oround floor*  
This higher coat result* mainly due to the construction of stair* 
•case and noniovailabilitir of a noon wall for the additional of a 
mole. 

CosT 

PlOt State for both tho typo  designs were determined 
by ptLLng similar areas for the front and roar rear Courtyard 
t#4,th a concept of row housing in both canes, or oingle sthroyod 
construction* WA more plot ors is roquired to be provided 
for tho future roam* Variations In plot sire iU load to 
different densities obtainable for each type design* Optima 
densitios obtainable for each sit,o plot wore estimated* Those 
are ISO and *50 dwelling* per hectare for 5800 eq*otto 
(•Uorisontal expansion) and 0.44 *goat. (vortical expansion) 
Plat *Vette reoPectivelY• This results in 243% highor coot per plot 
for single storeyed construction* 

Tots/ coot pot dwelling unit for horizontal and vortical 
• esponsioncp-tottal, east erf *Imiktnat twat is the addition of landcos 

end construction cast, This indicates that though construction 
Costa are higher for vertical expansion these aro more than 
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offset by savings obtained in land cost per unit, 

In single storeyed construction r  lessor density 
obtained to the extent of 30 dwellings per haSt.Thue Cu, .  

opportity to accomodate 30 more dwellings por 'hectare is 
lost for the privilege Of having Gino* storeyed develop:sent* 
.ml t is a lose which will result in additional land cost for 
constructing those units ele4wthere• Tt4s additional test for 
30 plots is considered and is distributed ovally over the 
120 dwelling units obtained in a hectare in itlaett ,Git single 
storayod construction. This is tamed es op:xi:malty cost 
In Table 130 

conclusion of cselk study Us 

It is concluded from the attic* that 	 l g tho  
Oppoettnity MA of land*  horizontal mansion of land*  
horizontal expansion of the dwelling unit in the plotted 
developectitis uo* nomical whore the land coat charged to 
the *falling unite exceeds lb*  19000 per scopuit. Of the land 
allotted to it*  

the opportunity cost is Ignored*  horizontal expansion 
in theft/slang unit for plotted development is econmical wt.* 
o land coat (aeloeble area) of ft,. 30/. per oat, 	tho land 
attached to'oath dwelling unit* 

my,  design concept should*  therefore alza ikt vertical 
growth of the house in plotted development whore the saleable 
cost of land is more than be 30/ per sq•mt• 
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150* 

,nder circulation pr unit and consequentl 	the share 

of cost of staircaoe per unit* 

In order to determine the credtbtUty of this  
generally accepted theory that the common corriders with a 

single staircase leads to ecenomy in cost of construction, 

ease study based on a building design providing single 

room tenements in 41'01* storeyed block has been prepared 

15 dwelling units are grouped on each floor and are approached 

through a 1*22 mt* wide passage served by one staircase* The 

design has actually been constructed in' Bombay by a Goverment 

Agency and is meant to house the original occupants of the 

bMding which was demolished due to obsolescence* 

An: alternative plan was developed based on 

'requirements so already provided in the original design but 

serving 4 duelling units an each floor by a single staircase* 

In this dosign each dwelling unit is approached from the 

landing of the staircase* The net carpet area in both the 

designs was kept same*  it comparative analtrsis of cost was made 

booed on th'9 two designs* CF-71.5. 

DESIGN AND RAW It will be cloar frc.n the corparativ 

analysis of the plans that for the sane carpet arocrthe alter.* 

native design reduces the plinth area by 1105%* Zn SPite of px 

viang one staircase for every 4Sulits* the area under circula-

tion (horizontal and vertical) is reduced by 414% as compared 

to that of the original design*  and there is a marginal saving 

in the area under services (toilets etc.) 



COST: 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 Hudcois design is 

increased by 14.7%. The cost of three more staircases is 

added though the cost of the horizontal slabs for the access 

corridor is reduced. 

%From a comparative analysis of the 

costs, it is clear that the additional cost of extra wall 

length and staircases in the alternative design is more 

than off set by the savings due to overall reduction in 

the plinth area of elimination of the access corridors. 

CONCLUSION t It is,thus clear that it is more 

economical to provide individual staircase access to 

dwelling units in a group of four as compared. to providing 

long passages or corridors approaching 10 to 16 units on each 

floor served by A single staircase. This economy is in money 

terms only. 

Over and above, this design gives unquanitifiable 

advantages and convenience Such as privacy to each dwelling 

unit, possibility of providing cross-,ventilation to each 

dwelling unit, avoiding noise pollution and misuse of corri... 

dors and protection from elements of nature. 
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4.2 COST omen,' ANALYsla OP A LOW /NOCHE ROMEO PRoJecT(CPRO) 

GRtts10 

The Union 	Works and Hans tnfoiel 
the press cord erencet la August 1971_ that an annolmceettot 
bed been mde by previous Government, in 19724, that 30.000 
hawses 	be constructed far-  the genera% 1:401*- tionevero. 
;weo.'_ loos COVernmenthod completed iOnly'about 45#00 hoe. 

Itfa4 now proposed to comleto A00000 housee• The to* 
ntill stn carried on by the present government,- (kit of these 

20 houses wore collated to CORI* Tho'bousoo t be constmeted 
ere of the categories* A type* 0 type and C type with piing,* 
area Of ooch t,kotpe approximately 27460 0. 32026 to3  ond 4900 la 
toapetttivoly. The A type and Ei %me houses wilt be cona*ucted 
in 010 .,,.torayed block* of 0 bowies (tech and type to be 	four 

(PL 7) 
eterOy blocks to 16 houses eacN4Tbe .rates end coets, of various 
butt dine materials ore .giVeln in the table; 

lap gaol 
2• aria* 
34 Cenent 
44 Steel 

Rate in.24 	Cost of 	catogozy 
Aparlafta  0 12461i% 39.50st 

2S7.26 P4 24%05 b. 48049 
25004000 3069025 WOO UM 
460/tom 	 07;04 351046 
340100 10530 2002..2i 4166,4 
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ECONOMIC CO$11  Sew 14  fiNALYSIS$ 
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tto ofT4ho 400th to 6$1 16/10003 ratilt4PUod tYlit 
tho 000141, oaclavitlt (vlaith. Lo 24:4  iO4:000) ond 
ditided by tho lifotarao of tho ho- e4 T000 oraourbtO 

bo• dot 	t* ,o0ontexto rtnt* 
(5) flaorboroL proporty pri000 oppro0l4to :autos* that tb0 

roto 4%2' inetotion. 000ufalitte $74 yearly indatttiOrt in rota 
to tab* govormentn.roto 	Otut iU1 ho tho 
_roto of roturai oniswootmont pit* '51:1 Inorectoo iefo 

prico of proposty. 
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Vireo weight. of 05 #C end 0 and tho raturne °acid Ou 

4060 441 44 and 4.9* The tango at which the housing 

become feaelblo has been plotted In g he 



FIG 9 

400 

350 
IMO saw aro ow ••••• Non feasible 

Feasible 

300 

cc 250 

a, 217 

"Ow  200 
188 

165 1 

(.11  150 

/ 
1 1  

100 Ai 

Ai 

50 Al 

C 

250 	300 0 	50 	100 	150 	200 

Economic rent (Rs) 

Feasibility range of rents at weights 0, 0 .5and 
1 • 0 represented by 1 2 and 3 respectively 



Catojory kwentment 1100 of tenertto Economia 
month lb, 

Poight of 1.0 g& 
Imbeldieed reft 

Category' Investment No. Of 	rzon 
eiento month 

TAT 21  

Weight of 0.5 aiv to the oub 

0030 

19800 	56 	165 
	

7500 

0 	22361 	96 	180 
	

14205 

26089 	96 	217 
	

285 

TAM! 22 

catow **at 

A 	10800 

a =50 

26039 

Annual rote et 
return on 
Investment 
(111 booed on 
subolxilood 
rent) 

sttbfreldlôad. 
rtintbienth 

445 	 . 54.44 

. 14 • 	24.2 

13.10 

A 19800 

22567 

26009 

165 

96 	TSB 

96 	217 

100 

190 

so 



TAMe 

Rotutno 

Cotogosty (plannod 
tato of 
suboidt 

A  MOO  169 	 4:60X 
a 	aa567 . laa 	IMO 
C 	260a9 	217 	, 1144 

AO is obvio front the abovo tables tho 
on the inttootmentin tho last two categories neocay 
C became pooitivo at might c 1 44. who* 	ot itwootroont 
to octutvaent to a vup000oe cenaumption; HOwevot tho first 
category remains ncgativo oven .at thisi t 

As mntionod th Soho loot chapter btgbbad roa0 
u* of almost one hale to twice or the total comunity sod 
and inatitutional facilitioa anda similar proportion of 
police* tiro and haslet welfare payttentolo As ouch o woight 
o 1.0 Ttor low Sncorao housing *ay bo justillodt' 

II both 0090C ttl V*Z? pric„o escalation and social 
benoci 	woo* *action* of eoiLcc ro takto 14gothor, the 
benefit* would bo correspondingly vaster* 
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Olt 0 UtthAtstot1209 agivOriting VICCar t =too Iwo for undor. 
tting ata hice:oim ochemettt 

Darla OP LOAASSISTAZICEls 
rri 

HUDCOIrS loon 000lotonce ndtr the .chot. oran bo builtod 
to 70% of the tatal pro eet coot the bolonc* 30,% boing orreng-ed 
by thO bornoor Q2013 hio eon reseurceo, The loan to einglo 
unit tall barren:or not (mooed 114 60 000* 

SCCUrallit 

The Loon* will have to be ceourod by en unconditionai 
and irrevocable guarontoo from a scheduled bank* 

C.U. nail OP WITTICSTI 

Loans 0111 be provided at the 41 	 root 
ratoo depending upon the Ince= category to which tho bent:4104y 
bolongo and o 	ncluolvo unit coot o' houtiooe Tho.r.:)too or- 
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Uhlihe in the rontal cho, thoro io no oupltolt 	boity 

associated with htro purchaoe scheme* Thio, novavor, does not 

can that thor: So no implied ouboldy in tho latter coos, An oat 

mato vie the oubotdy involvod through rote of return enelVolo 0111 
be mode. The corporation* rote of return on investment io olroady 

oopolflod* r4hot remain° to be Goon So the private vato of 

return *2 tho houeo armors,' 

Pzato tuzn m tnvoatmott ht=Purch 	tho 

orioctiwo rsto of turn on the imootmont made by tho individuals 

who benefit by the hirepurchoco ochemo 4a 1icaoure4 by PR In Once 

the mothodology for cor utin PR In to occoahot invetvod it to 

onolatnod bolotu 

Errol the tMLVidU 	pGnt ofViO1 this tnvement cono oto 

of the inItIal 40posit of down payront (C) en4y. Againot this be 

secaves three acpaxato and Idintifieblobonofit00 (1) Ho bocoraoo 

the' full ovnex of an aocot (H) In the faro of 0 flat ao how:* at 

the ond ot hio contract ported* (n). The present Value of thio ooaot 

which be acegmlros at tho end a tie con4o4 period lo port of hio 
benefit otroam* As the vefuo of %hid property of tho end 09 

th contict period will normally have approclotd tit rot° foots* 

than the Inflation rat* oven though sow) doterialon may tatto 

P1000 In the house nooding replacoment, two altornattve0 tail 

tho coot a0 2011 if ond 2H havo boon adOptod workinq out the 

present value* (2) Though he pays a aeries of instalments to 

UU000n tho rwoc000 of becoming on =neg. blow oorn an 



additional bonofit 4uring ovary %roar o hio contiact poriod 
thich nay bo eppronirtotod by tho ,difforonoo botaocn annual. 
oconoatc rant P ho mould have paid go3r °Lollar accor=odation 
ao =Ad havo rocoivad had tpo l0000d it outt and tho annual 
hie° Putrohaaa inatair3ont payarint (Ph),Thio oorioo of-  tho not 
diffocontial bottiocn tho marrtot and hiropurchaoo pavymont la 
in Ow nature of on oppavtunity coot and can 1o9itaotoiy bo 
onto a6 a part o to bonofit *trees though ho d000 not 
racalva thia difforontial in torno of actual  •rtovtatory roturn 

of (3) Sine, tha municipal at-  *that local tattoo on housing aro 
lavicd on tho =Itot volts° a qho 0000tp thoro lo a caving 
in ton which 	cactus) to individual Go long ao Po  ancoodo Pfl 
Municipal tabs on houoing aro often dooignod tO avouv how 
=ma. through tho dovico of o *ono' ton rota on orznar oci)piod 
houriooe Tha afforonco botwoon tho any Te-tuhich =mid havo 
boon paid on Pa and tax Th Mich individual payo on Ph to 
taaaauo 0g  tho gain ho dorivoo by joining tho hkoo purchaeo 

tyNco r 
ochaao tffillo th000 bonofito occ 	to hi, ho mot twin o3tro ropalr 
Cooto (flh) annually ohich h4iotild not how) incuzmd had bo rontod 
tho ho, or,/flot, Thorofora bo fl ohould bo oaUraatod not of 
Rho  Fan a privota point of vim. tho Individual vial gain WM 
laoro i tho act H oPPs'oolatoo *volt. tine* Xn tort* olt trio 
=lot, tho not annual ft=o banarito rotoivcafl by tho indivShitta 
lc ottributoblo to tho initial dopoo&t ad* Tho Invootracnt Cd vat) 
nada at tho booinning o tho contract period so that ho could 
on= thia rotustai 
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In the diagram rio cloaouro °too on the X onia and price (rent) 
pct unit of tho omoa on Y arrie* l'ho dcorciard eloping dczarid 
curve DD1 eh= that as the price per unit LA reduced the 
individual would demand a larger orea for accommodation* then 
tho price to reduced from Pi  to Pr a poraen would tatte the 
aroo 0Q2. The benefit ho derive° from thie prix Xoduction 10 

OM.* by the crawled hatched 4croo PIACP2, which conoioto of 
PI  AV p2  rcpreaenting the gain that accrues to him on account 
O prico reduction and ACC Mich lo o measure of +moral, 
ourpluo*  The geometric equivalent of (PI•oPh) to the area Pia 
It can be dem therefore (Pout 1) ovaratincto the private benefit 
by tho °coo MC* The otactlior by thto area telotive to PIACP2  
the mailer tho error due to oVerototment of bencgit*I the 
demand to In fact highly ingloctic* the orroz, caucalby the two 
of (PO•Ph) 00 a meaoure et benefit will not be ooriotios 

Po oaf the econonic rant can be fotxnd out by Income 
capitalication method in which the coot of tho house io dicountod 
over ito life timo at 0 certain rate of Interco% Thio 
intoreot hao boon taften ao 1O which lo the mattSrran intermit 
cno eon obtain in giltedgod occulti2ice* The benefit° deocribed 
under it 	(00 (2) and (3) ao recolvad by the individual 
ogainot the Initial, InVoOtment of the dorm payment*  The diocount 
rate at which the pm:leant Voluo of incOrio //Cr/ received over a 
period of year° beet:ciao equal to tho value of the initial 
depoeit to the private rote of return of the individual on the 
hire purchooe echo= Oa 113)• In matht=latical tem° an aotimot* 



It 	bo oupuod that (Pco•Ph) would tend to ovesatato tho 

truo benefit mewing to tho IndivIdual, °Inc° it ammo° that 

tho danand for houang 10 conplotoly prico inelootic* Thorn 10 

on clonent of etch In the angumcnt, it lo moot Moly that 

Andividualo damand fos hou° 	la an weentloi Item of conumption 

Given bolo/ 10 o dgrtjc opoitton 0g  the approach 

to tho roaauranontot privato benofito#C 1"--`4 9 
suke 

in thin analYeSe the 	°red or tho ra-to 

oimplicity* (:omPh) lo treated 00 a proxr for the not nor/ o 

banointa, floodloso to add that othOro Component° could havo born 

included tlithout affonting the concluoiono in allY vairo 

- 
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of fl I can bo obtainod by oolvina fox /"" in tho oliar/Ina 
CIO) equnion 

o In coo° of 1OO  promo  approciation 

rot tho purp000,o, thio atudy II hao boon vudod at tht; oo value

no when it woo tat= over by tho ownev ond ot twice Ito valuo 

ao an appreciation by thia amount to )ioiy in 4 big tonne Xf 

IntEn thus ootimatod oncoe44 the• rato that individualo could havo 

oarnod fran altornativo longterm Invoatmento, the Howling 00=3 

la oubidoolna tho individualeitho Jilin the biro purchase '10=00  

Tho argument that tho corpozation has not explicitily providod 

for thio ouboidy deco not disprovo tho enlotanae 0f tho oubaidy 

.ohouid oleo capoct corporation*c return on investment and 

Pan to be invorooly covarolated for the oame rootionoi, 

The Kan for tho five categorio° of housing for 1=10 

income, middlo incemo and hi incamo hao boon calculatod 0  

Tho roaulte aro oummartood in tho tablo 
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Catogory Invostmont 
per riot 

Corpo rot ions 
Board° roturn 
on inuootraent 

MI114 	path2  

	

3 	 4 

LZG Z 	12000 	$ 	.10$ 	223 
L1I3 II 	10000 	7 	12;2 	16 
LUG Z 	2a000 	0.9 	 Be , 	14 
MG ZZ 	424100 	.105 	 7 	134 
1.12,G 	woo  coo 	XI 	 5.2 	10.2 

In to unn 3 ahoy° the corporation* rata of rat= to given* IA 
001=1 4 the privato rate of return when tho depreciation in tbe 
potty la meetly sompe4ted by the appreciatiOn in value to 
givon • In matzo 0 the private rato of roturn tabon appreciation 
le toico that of the coot la given. frrom the reautta it to **en 
that the private ratan 	z4oturn are quito oubotantialt Thoy 

V frac) 104% to 0f V in calicos" 4 and 223 to 10.3 in column 
Sy *he 	ncoma group can earn aa much from this invoatraont 
Qt frm any cormarsial alternative. licgiovortho privetto tacoof 
roturn in 4300 of high Income group to teas and tho comorationo 
poZicy of suboidiatno tho 1=1=0m* group at tho otiponoo 
14140* oocra° O bø juatifiadt 
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MD poUcy adeotod by MECO for tho finonsinq Of housing 

project° on biz° purehaso basin cam° o bo viable and 

zaoosonablo• ?ha cosporationoo rota of rotiin varloc fron 	tO 

114i 4bo Vundu cannot be borrmed ccoriericially an those 

lento°, in accordance with notional policy, for houstng purpose° 

notionalicod bank°, LIC nnd othor public financing agencleo con 

provido funds 00 that thororno loss to tho Cot Po:rat-10A in  to 
hire purchaoo transaction°, 

If tilt) value of tho hawse is ono 	to rOmain incmzod 

at tho ond og the ceintract period* privoto rota o °atom 1.0 

19. Rost 	ca 	rmlueing to tie.X4 t or RIG category** If 

100Z prico appreciation $,e,  root tot= a aoatzux10 filch la not 

unlikoly tt prosont tondo # th000 =Moo t7or,/out to 22Z ont2 itS 
*"%le 

trottpoctivoly, tibma, con noglacting tho considorablo social 

benefit* the invostraont 1° vow attractive to tilt) 	income 

group", .ond rsasonoblo for the high inconc group*  The °boy° 

onalyala Sndacateo that HMCO tom* provido Gound baoia for M. 
Purch°00 °1j0tOts* 



CHAPTER V 
CONCLUS/ONS AND RECOMMENDATIO 

5.1 

Findings from case studiesThree case studies 

have been presented on different aspects of benefit-pcest 

• analysis in Chapter IV.. The main findingsfrom these are 
summarised below 

Case Study 	this study economic 00 *loons 

of two design aspects have boon made 

Problem VIA is concerned with the alternative 

expansion plan horizontally on the ground floor or vertically 

on upper floor, For the construction costs adopted, it is 

shown that taking opportunity cost of land into account, 

horizontal expansion is uneconomical where land cost is 

more than RS. 15,foo mm, considering present land cost in c an 
areas.* This means practically at all places.. Even if 

OppOrtunity cost of land is ignored, horizontal expansion is 

uneconomical beyond a land coat Rs 30 m2  

Problem I-0 compares the costs of providing 

individual stair case access to a group of four houses with 

the alternative of a common stair case for 30 to 16 units 

with connecting corridors • It is found that it is more 

economical to provide individual stair case access to it group 

of four dwellings. In this case thoro is little doubt that 

convenience in nondomoney terms like better ventilation 

and privacy in the former case and the possibility of 
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nuisance caused by long common...corridors in a block of 

flats in the latter case, further favours in—dividual stair 

case access to a group of four. 

Case study IId This analysts a block of 250 

houses in three categories with plinth areas of 27.80 m2, 

32.26 r142, and 39.50 m2respectively. The construction costs 

of the three categories of houses have boon worked out..  

It is assumed that theso houses are to be allotted to 

Government Servants who would pay 10% of pay as rent. It 

is also assumed that the Government receives indirect 

benefit of 15% house rent allowance which would bepayablv 

to the employees not provided with Government housing. 

The Govern nent rate of return is given in table 17 and comes 

to 3.03545.05% and 8.7 efor the three categories involving 

a planned rate of subsidy of 69.6%, 59.46% and 2% respectively 

The effects of using shadow prices for cement 

steel and labour is shown in table 18. It is seen that the 

higher shadow prices of cement and steel are practically 

compensated by lowering in labour costs, and theme is not 

much change in economic rent. The planned rate of subsidy 

now cotes to '4'40,45% and 2% for the throe categories. 

It is well known that in an inflationary 

economy, the prices of housing property rise faster than 

the rate of inflation, and that is an important factor for 
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attracting investment in housing property. This aspect has 

been shown in Table /9. It is assumed that the prices of 

houses escalate at 5% per year in real terms. This raises 

the Government or owner's rate of return to 0.04%, 10.05% 

and 14.16% respectively and reduces the subsidy to 12% 

12.8% and ►55 %, the latter two cases of negative subsidy 

implying a profit over and above the economic rent. 

Se study III This considers another typo of 

financing, viz. a case of a housing obbo constructed 

by HUD CO and given to the owners on hire nurchastbasise 

The houses are of five different categor:Los. It ts shown 

that on basis Of terms offered by it, the corporation's 

rate of return varies from 5% to 11.5%. Thus there is an 

element of subsidy in low income group housing, but over 

all the rate is more or less at par with Government 

borrowing rate* 

The private rate of return de onds the assumed 

value of asset at iio end of the loan repayment. poriod. 

Two alternative assumptions have boon worked out. In the 

first it is assumed that the value of the house remains 

unchanged at the end of contract period— on this basis the 

private rate of return is 19.5% for L.I.G,I reducing to 

5.2% for H.I.G. In the second assumption 100% price 

appreciation is assumed. which raises these rates to 22% 



and 10% respectively. The analysis indicates that HUDCO's 

terms ace fair for the corporation and attractive to the 

customers. 

5.2 POLICY FOR HOUSING FINANCE 

The future direction in promoting greater avail 

bility of funds for housing schemes appears to lie in 

strengthening the cooperative housing finanae structure, 

the diversion of empolyees 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 financial assistance mainly for 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 loss than Rs. 115,000 million during Sixth Plan period of 

1980-85. Additional investment by public sector enterprises*  

departmental undettakings 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 relation to the total 
invostment. tho maximum benefit from such an outlay will be 
achieved if public rosources are largely demoted to low cost 
housing achomes like cites and services which will also 
capitalist) on the exploitation of individual saving potential 
and labour inputs. Some of the surveys done in India and 
other countOies emphasis° the tweed for change,  in conven.• 
tional low income housing finance strategy* The availability 
of credit for housing construction As not soon as a problov 
so much as elements like land infrastructure, building 
regulations and availability of materials* Most families 
proferrA to add to their houses on an incremental babis 
as money and time bocomos available* The tlorld bank project 
in Madras has introduced a number of design options for 
sites and sorvicos1 accompanied by housing loans by way of 
materials. It is realised that the financing institutions 
will have to adopt flexible criteria on financing/ 0 to what 
constitutes a house*  Apart from taking steps for construction 
of now dwollinm it is realised that steps need to be taken 
to onouro the oxisting housing stock is preserved in a 
satisfactory state of repairs throughout its life span. 
According to studies undertaken by the HMCO. the average 
coot of repairs to rehabilitate one SQ*VIT of plinth area is 
between au 90 to .114 0 On this basis a repair programme 
is cheaper than new construction,* Even on the basis of 
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shelter years the economics is in favour of a repair prop 'a 

me'  the cost per household shelter year being 26 148.24 in 

the case of repairs and R6 181.46 in the case of a now 

construction. Again the repaired houses don't califbr fresh 

investment in infrastructure facilities except marginal 

extension. A building repairs board has been functioning in 

Bombay for undertaking repairs of dilapidated houses with 

orne%+- .gre,,,  tate Government and the municipal corporation. 

The construction industry 	i- v; 'molt become alive to the 

possibilities of adding to the housing stock -ibilita... 

tiers. However some initiative by way of redevelopment of 

slums aad dilapidated houses are being explored 

5.,2a 	PRIVATE INV SWEATY 

A number of steps need to be taken in order to 

boost private building actively. These are by way of 

incentives- to the private construction sector as well as 

individuols to mobilise savings for housing and other forms 

of construction' and.  by way of removal of certain disabili 

ties in the way of repld construction. Institutional finance 

from HUDCO and other concerns could be made available to 

private builders for undertaking ETWLIG btipsibg in urban 

and rural areas whero.the state agencies have not been able 

to take up schemes. Sir:tiler facilities could be made avails 

blo to private parties who have excess vacant land in the 

periphery of large cities and want to take advantage of the 
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provisions of the Urban Land ( Coiling and Regulation ) 

Act for construction of houses for low income categories. 

The co-operative housing societies could be assisted by 

provision of funds to the apex housing society by 

creating suitable frame wort. to accept alienation of 

individual flats on pattern of Apartment Ownership Act 

in Mahrashtra. Whi/o public agencies are alloting 

developed or undeveloped plots to the housing eo-ioperatives 

in Delhi and other cities special stimuli like a management 

subsidy are needed to encourage the co-ooporative housing 

societies of poor people. In order to attvact sufficient 

amount of pl4vato sector savings into the construction and 

housing industryr certain type of housing activity can be 

held as industry and incentives currently available to total 

industry could be made available to housing. A substantial 

nuMbor of private onterpreneurs will b* attracted to this 
field if the fiscal incentives and credit facilities available 

to similar forms of construction are mado applicable for 

the companies involved in housing. Further steps could bb 

for the GIC to introduce a scheme of ensuring mortagage for 

sale of houses flats by private builders on hire purchase 

basis. This may be coupled with the creation of a secondary 

mortgage market in housing finance. The industrial concerns 

who got licenses for setting up as expansion of industries*  

should be made to boar the social responsibility of providing 
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housing facilities to their workers with a view to 

improving the productivity and ensuring harmonious labour 

relations. In order to mobilise indivicklal saving° into 

housing on the pattern of building Societies in. U.K. 

investment and shares or deposits of recognised* housing 

finance institutions may be held eligible for tax relief. 

5.2 b RENT CONTROL. 

The Rent Control Act in the urban areas is widely 

believed to be responsible for determining private,  investment 

In housing. The rent control r°aviation aimed to distri 

bute the capita/ •gains between the land lord and the 

tenant, but since the rent wes fixed with reference to 

a particula; year, the concept of standard rent for the 

houses has frozen 'the rents, Consequently, the land lord 

has no incentive to maintain his property on a diminishing 

real rental income and thus a gradual dereliction of 

housing stock is a major problem in tho big cities. A 

number of alternatives to enable the rent act to reflect 

periodic adjustments of rents in accordance ulth the in= a 

se in maintance cost has been proposed and the whole problem 

io •engaging the attention of the Government. Po siblemodifi 

cations in the Rent Control Act will stao be looked into 

by the Economic - Administrative Reforms Commission recently 

sot up by the Government. Apart from taking steps to attract 



sufficient amount of private investments into housing 

activity, the question of utilising available resources 

for the construction of largest possible number of dwellings 

is also engaging the attention, of the government. Slowing 

down the growth of urban population especially in large 

cities where building costs are many times those in small 

cities and rural areas is also an area which is being 

investigated* 

3.3 BUILDING MATSRIAL 

Production of building materials also plays an 

Important role in development of housing, buildings, and 

infrastructure' components of human settlement* During the 

past fou decades India has made significant progress'in 

manufacture of commonly used building materials like bricks 

cement, steel etc*, The installed capacity for the manu-

facture of those materials matches well with the requirei• 

meats but the recent price rise in osoil fuels has led 

to steep rise in prices. As far as other and /or alternative 

materials are concerned, their decentralised production 

creates problems of quality control. It concern° not Only 

the building materials but also the control of environmenta 

pollution as well as the working environment under which 
manpower has to function* 
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Proper planning and monitoring of production of 

the building materials in relation to the construction 

programme in all sectors Is also of importance. One 

reason for the escalating prices of building material°, 

is the dualism in demand and supply. Governments prepare 

plans for their own housing and other building materials 

Is left to the private sector and the demand estimates 

for the materials are not always built into the plans 

for augumentation of capacities, The building material 

sector does not coordinate it expansion programme's with 

the projected materials demand from different sectors both 

due to inadequate information and due to delayed preparatory 

action. This leads to time lag in increased availability 

which in turn provides an impetus to the price rise of 

building materials. It is therefore necessary that the 

formal sectors( government and semi—goverument) work out 

their material requirements in advance after identifying 

to mix of engineering alternatives for various types of 

construction. 

ince the production of building materiels is of 

a crucial. imrortance, a many sided approach to the problem 

urgently required. Thia calls for the following steps: 

Judicious use of conventional building materials 



Application of materials which are available but are 

not currently in use e.g. secondry species of timber. 

Research and development on new building materials 

which make use of agricultural, industrial and mining 

wastes. 

Preference for materials which consume l o:ss high 

grade energy in their production. 

Upgrading of traditional materials (like, m d,thatch, 

bamboo etc.) in rural settlements in such a mybthat 

firstly their quantitative requirements arenreducod 

and secondly they have a longer maintenance free life. 

Building materials accounts for nearly two thirds 

of the total coat ok bu lding in developing countries.  

Thus the following criteria could be considered most 

appropriate. 

Plants and tools required  for the manufacture of 

building materials should be simple and inexpensive 

as possible. 

Minimum antount of energies from oil, coal and electricity 

be required in the manufacture of materials. 

Possibilities of utilisation of-alternative energies 

like solar and wind energy be exploited. 

The process of manufacture should be such that 

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

and land resources., 



The manufacturing process hod not require mass 

migration of working population from their traditional 

habitat. 

Building materials used in housing should be local 

as for as possible and the technology be gearee 

accordingly. 

Building materials should be such that can be 

replenished in nature as far as possible and within 

a reasonable span of time. 

5.4 THE NEI LAND $CAPE 

In order to tackle the growing problem of housing i 

might be necessary to start from the grass roots level. In 

India it has been estimated that if the present rural_ 

monthly income of N4 55 per capita is to be maintained, 

somewhere between 160 to 210 million people over the next 

25 years will have to leave the rural areas. Several options 

can be suggested. The first and most obvious one of increasing 

non—agrarian employment in the villages is not as easy as 

it appears— principally because of the investment in infrast 

ructure involved in carrying out such a programme in all the 

several, hundered thousand villages of India. Mat might 

perhaps prove to be a more viable strategy is the programme 

of village Aster of 5 or 6 villages. A school, a 

dispensary, some cottage industry— so that people can continue 
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to use the stock of village housing while the whole cluster 

- grans into a town. In another and parallel strategy invest 

meat in small and middle —sized toil should be made* This 

policy has been in operation in India over the last two 

decades and today many of the medium—size towns aro growing 
at a faster rate than are Bombay, Calcutta dnd Delhi* 

Yet even if these policies are pursued, they 
still have a long gestqtion period, and the growth of a 

large metropolis will not come to a grinding halt • To 
provide adequate shelter for their gror4ng influx in 

population, some basic issues must be faced. The first i 

land policy. In most thir4world cities the land is privately 
eaned, a pattern which has not been able to geegrate housing 

for the urban destitute. There are seqeral reasons for this* 

First of all, owning urban land is not the prerogative of 
the vast majority, but of only a small fraction of th i  

richer people and they see land as an economic •Coamodity, 
sc one which alt later faster than most other inve tnents Aloe 

because of the desperately low income levelphousing begins 
to be profitable only at the level of top 20; or so of the 

population. Hence the disproportionate amount of high income 

housing that gets built— while practically no houses are 
constructed for low income groups* 
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Attempts have been made to provide sites and 

services scheme. But mostftof these schenes have to be located 

on inexpensive land on edge of town; land which does not 

have access to public transport and other urban infrastruc... 
ture. 7iithout transport there is no job choice—often no 

job atoll. So the poor move back on,the pavements, around 
railway stations. 

Public ownership of all urban land may r ovo this 
anamely, but it is not, in itself the panacea for, 

obviously different locations in a city ore not equally 
desirable; nor will it increase, at the colossal scale 

required, the total supply of desirable urban land. 

The second crucial issue 	 the fundamentalchanges 
that must be brought in the approach to land use planning* 
A typical Third llorld metropolis today has an archaic structure 
(of colonial or feudal heritage) which bears almost no 

reration to the needs of its current population. As the ' 

pressure builds on this inadequate structure, the densities 
go up, and with them thebconstruction costs. The result 
is that the poor get squeeted on to the pavements. To prevlde 

housing on the scale needed entails a metamorphosis of the 
city structure, easing the pressure on land by the redeploy 
ment of jobs and hence the pattern of desired locations. 



Through this kind of restructuring a dynamic and °Pon 

pattern must be gonoratod, a pattern which will not only  

/. cater to current demands but also those estionated over the 

next few decades. 

Open land is needed for the city as also a need to 

allocate a greater percentage of this land to residential 

use. Loss than 20% of landAso in most citios'is allocated 

to residential building sites. An Increase in this area 

would moan only a marginally larger city— but could make 

decisive savings in the cost of the housing. For housing 

costs are directly related to densities#  and the question 

of providing shelter for the poor is not so much a matter 

of finding subsidies but prenarily a question of changing 

land use allocations. 

The third issue Is the type of house or the housing 

pattern that should be provided. In the tropical climate 

of India whore many functions can be performed outdoors it 

is more oconomic to go In far low rise housing instead of 

high rise buildimgs. Thu low cost housing is pluratistic and 

incremental an important asset in most Third World Countries 

whore present income levels cannot provide more than a 

single room. if that, for an average =bon family. 

Another aspect of this design decision is that 

while lea cost houses can be made by solfhelp.or by an 



14-1- 

experienced mason high rise bui dings call far more 

sophisticated technology. Usually the monopoly of a handful 

of largo construction firms. 

Finally it can be stated that housing is such 

an essentia.A human need*  that intangible benefits like 

mental satisfaction*  better health, lower crime rates, are 

as important as direct economic return. The technique 

of social benefit.. cost analysis Can be used to demonstrate 

the comparative overall benefits of the housing sector in, 

relation to other sectors of the economy. 
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