PREFACE

Most recent estimates (1990) indicate that there is an
absolute deficit of approximately 9.7 million houses or dwelling
units in the urban areas of the country. In 1971, this deficit
was placed at 2.9 million dwelling units. Looked at in
combination with the growth of urban population during the 1971-
90 period, it would seem that the addition of new dwelling wunits
in the urban areas has not been able to keep pace with the growth
of urban population, and if these trends continue i.e. if the
pace of addition of new dwelling units is not stepped up, then
India will have a much worse housing problem than it has today.
One of the main reasons for the slow pace of construction of
housing units is the scarcity of finance for housing
construction. A number of steps have been lately taken in the
country to increase the flow of finance to the housing sector.
These steps include the establishment of the National Housing
Bank, launching of housing finance schemes by a number of
nationalised banks, opening up of the housing sector to Non-

Resident Indians, and preparation of a Draft Housing Policy.

While these steps are in the right direction, and will un-
questionably contribute to increasing the flow of financial
resources into the housing sector, the fact remains that there is
hardly any reliable information on the existing sources of
housing finance, the terms and conditions at which housing
finance is available from different sources, and the constraints
which are faced by the different categories of borrowers, in

particular, the low income-borrowers in the housing finance
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market. The fact that are known about housing finance are not of
much worth in designing, planning and shaping innovative housing

finance strategies.

This study is one of the initial attempts in the country to
bring together from the field information on housing finance,
collected from 2,000 households belonging to different income
groups and different socio-economic and spatial setting. It
brings together information on the different types of sources of
housing finance. It presents facts on the terms and conditions
at which borrowers secure funds from the various sources. It
also brings out the nature of constraints that different types of

borrowers face in the housing finance market.

The study shows that contrary to what is widely believed,
formal finance plays a larger role in terms of the "volume" of
finance that it extends to the housing sector; its role when
Jjudged in terms of the number of borrowers that it assists, is
however, small. The study shows that the existing lending
procedures are far too rigid to allow the small borrowers to take
advantage of the liberal terms and conditions at which the formal
institutional sources extend housing finance. It shows that
while the existing efforts including launching of the new schemes
such as the Home Loan Account Scheme are steps in the right
direction, these are hardly adequate in terms of the size of the

problem that India is currently faced with. It shows that the
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loan to housing cost ratios are extremely low, which result in

poor quality of housing construction.

Much is possible in the area of housing finance. Consortium
lending, cooperatives as a proxy for collateral, community
involvement in offering guarantees etc. are some of the areas
that have immense potential in making better and efficient use of
the opportunities offered by the formal housing finance
institutions. Unless these institutions begin to use such
instruments, the formal finance will not be able to penetrate
into the housing needs of particularly the poorer sections of the

urban areas.

This study has been done for, and with the support of, the
National Housing Bank (NHB). The study originated in a
discussion that the undersigned had with Shri K.S. Sastry, former
Chairman of the National Housing Bank and Dr. Kripa Shanker,
General Manager on general issues relating to housing finance,
which subsequently was expanded into a research project and
submitted to NHB for financial support. NHB provided the
necessary support, and outlined how such a study would improve
the data base on housing finance. Shri A.P. Saxena, Manager,
NHBE, and Dr. Chetan Vaidya, Assistant General Manager,

contributed a great deal to this study at various stages.

At the National Institute of Urban Affairs (NIUA), Shri K.K.
Pandey, Senior Research Officer, coordinated the study, organised

the field work together with the other staff members of NIUA and
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prepared with me the final draft of this study report. The
Computer unit of NIUA led by Shri R.K. Dahiya assisted in the
tabulations and compilation, and word processing of the report.

I would like to gratefully acknowledge their contributions.

This study has provided to NIUA an insight into an area that
is very obscure and unexplored. We hope that this study would be
taken to the next stage where the feasibility of some of the
suggestions made in this report can be determined. We hope that
the report would be useful to the National Housing Bank in

shaping its housing finance policies.

&w\uﬁ |

31.01.1992 Om Prakash Mathur’“‘%
DiM
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SUMMARY AND RECOMMENDATIONS

1: Public investments in housing are extremely low in India.
It is estimated that these account for no more than 1.5 per cent
of the total development investments. Public, institutional
sector, however, provides only about 20-25 per cent of the total
housing investments; the balance of 75-80 per cent is provided by
the private sector, i.e. the household sector and other non-
institutional sources. Apart from these very gross estimates,
there is very little information in the country on the structure
of the housing finance market, the relative weights and
importance of the different sources, the terms and conditions at
which housing finance is available from different sources, and
the adequacy levels of housing investments. This study is a
first systematic attempt in the country to fill in this

information gap.

2. Housing finance market in India is overwhelmingly dominated
by the informal sources which reach out to a wide-range of
households. The reach of the formal housing finance system is
limited to approximately 45 per cent of the households, although
the formal sources operate at a comparatively larger scale than
what is generally visualised. It now provides almost one -third
of the total housing finance. This change in the housing finance
environment is mainly attributed to the growing role of

specialised housing finance agencies and institutions.
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3. The phenomenon of multiple sources of financing dominates
the housing finance market in India. Most of the households
(85.2 per cent) resort to more than one source of housing
finance, suggesting, on the one hand, the inability of households
to secure housing finance from a single source, and, on the other
hand, the inflexibility of the housing finance market to be able

to extend full credit to the different categories of households.

4, Own savings are the most important single source of housing
finance in the country. Apart from the total dependence of 14.8
per cent of households and part dependence of other households on
‘own savings’, its position as the most important source emerges
from the fact that its share in the total housing investments is
very high, being 55 per cent among the sampled households. The
remaining sources that represent the loans from the formal as
well as the informal market operate in combination with own

savings either individually or jointly.

i ‘Own savings’ as the single source of housing finance is
important with all categories of households, though the
proportion of households relying on own savings is noticeably
high among the low income households. The survey shows that of
the 295 households (14.8 per cent of the total sample) who
reported to have used only own savings, around 63 per cent belong

to low income category with annual income ranging upto Rs.18,000.

6. Own savings combined with the credit from informal sources

constitute the single most important source of housing finance
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being utilised by nearly 41 per cent of households. This is the
main source of housing finance for the poor and low income
households. Of the 809 sampled households who rely on this

source, nearly 84 per cent or 677 households belong to low income

groups.

T Formal sources and own savings are clearly important for the
high and middle income households. Nearly 82 per cent households
who reported to have used this channel belong to annual income
category of over Rs. 18,000. As stated earlier, formal sources
on the whole are accessible to only 45 per cent of households.
However, the credit from these sources although significant is
not sufficient to meet the actual demand. The insufficiency of
the volume of formal finance is noticeably high among the low
income households. Nearly 70 per cent of the them also take
loans, from the informal/non-institutional sources as compared to

only 36 per cent from the middle and high income groups.

8. Thus, there exists in the country a dualistic housing
finance market wherein there is a very high degree of dependence
by the poor and low income households on own savings and
informal, non-institutional sources, and on own savings and
formal and institutional sources by the relatively high and

middle income group of households.

9. The supply of affordable funds, irrespective of sources,

falls well short of demand, expressed as multiples of monthly
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household incomes. Only 21 per cent households appear to have
made the investments nearer to the norm of 40 times the monthly
households income. This is based upon NHB’s norms of repayment
capacity being 30 months of household income plus a down payment
in the ratio of 3 : 1. Low investment levels are a conspicuous
feature of the poor and low income households. Over 82 per cent
of households who reported investments of less than 10 times
their monthly incomes are in the low income brackets. On the
other hand, the levels of investment are higher and nearer the
norms in higher income households. 0f the 423 households
reporting investments of over 40 times the incomes, 72 per cent

had annual incomes in excess of Rs. 18,000,

10. Low investments are also a feature of those households who
are engaged in informal sector activities and have insecure land
tenures. 93 per cent of the households with unstable or informal
nature of employment and insecured land tenure have reported low
investments. These factors, to some extent, limit  the
households capacity to borrow and repay. A vast majority (64 to
68 per cent) of households with formal nature of employment and
secured land tenure also have reported investments lower than the
affordable limits. In this sense, even the ‘eligible’ households

are not adequately covered by the formal housing finance systenm.

11. There are three types of interest rates on which households
borrow from the housing finance market i.e. unspecified interest

rates; rates of interest computed on monthly basis; and annual
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rates of interest. Similarly, the repayment period also falls
into three categories viz. unspecified repayment period; short,
less than one year repayment period and longer repayment period
of over five years. The first two categories for both the
variables (interest rate and repayment period) are necessarily a
characteristic of only the informal housing finance market
whereas the annual rate of interest and longer repayment period

are the special features of the formal market.

12. Almost 30 per cent (602) households borrow on unspecified
interest rates which is an extremely important feature of India’s
housing finance market. These transactions are bascially
determined by social relationships. Two aspects need to be noted
with respect to these borrowings. First, these are largely a
feature of low income and poor households. Second, the loan
amount involved in such transactions are necessarily small,
clearly demonstrating the tendency on the part of the lenders to

minimise their own risks.

13, A slightly higher number of households (618 or nearly 31 per
cent) borrows on monthly rates of interest. This has three
special features. First, the rates of interest are

substantially high when translated into yearly rates; nearly 95
per cent of these loans are given at a rate higher than 24
per cent per annum. Secondly, 70 per cent of these loans are
given to the households who belong to the annual income range of

Rs.18,000 and less. Hence, the low income households bear a
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greater part of the burden of the housing finance market. The
third feature consists of nearly 45 per cent (896) households who
borrow on annual rate of interest varying from 4 per cent to 18
per cent. These are the established rates in the formal,
institutional component of housing finance. Only 125 households
have borrowed at 4 per cent per annum which falls under the
special schemes launched for households from the scheduled
castes/tribes and other disadvantaged classes. Such households
form only 11 per cent of the low income households. It means
that specifically targetted schemes cover a small fraction of low
income households. The rates of interest for others range
between 4 to 18 per cent per annum. It is important to note here
that about 80 per cent of these loans are secured by households
from middle and high income groups, who are able to secure access
to formal credit which is cheaper, while the low income
households have no option but to resort to more expensive

informal, non-institutional finance.

14. It is not only in respect of rates of interest that the poor
and low income households stand disadvantaged; the period of
repayment also affects them adversely. The field level data
shows that the loans on short-term or unspecified period are
invariably informal and tied up with either monthly or
unspecified rates of interest, whereas the longer duration
housing loans are a vital characteristics of formal financing

institutions.
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15. Flexible collateral, easy accessibility and quick processing
are the three main factors that seem to have governed the
households’ choice to borrow from the informal sources. Most of
the borrowers from informal sources (in a range of 71 to 99 per
cent) find these factors as major determinants of their choice to
resort to informal credit. On the other hand, longer repayment
period and lower rate of interest are the two main determinants
of households’ choice to borrow from formal sources. A vast
majority of these households feel that the formal sources are not

easily accessible and their procedures are very complicated.

16. The formal finance should be able to assist a wider range of
income groups. The shortage of housing finance is acute among
low income households, although a majority of households from the
middle and high income groups also face the shortage of housing
finance. There is need to adequately cover these households by

the housing finance system.

17 Equally strong is the need to suitably tackle the
‘eligibility’ part of the low income households for securing
access to formal finance. The three fundamental barriers in this
regard are - (a) lack of stable and verifiable source of income;
(b) 1inability to produce requisite collateral/security, and (c)
possession of insecured land tenure. The barriers of eligibility
aspects of low income households cannot be removed within the
ambit of existing conditions imposed by formal credit

ingtitutions. A different approach has to be evolved by
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involving the voluntary sector, which can be used to motivate and
help the low income households to form groups and co-operatives
which, in turn, can provide adequate mortgage/security to the
formal institutions for raising loans for its members. These
groups and co-operatives could also help the members to raise
larger quantum of loans on the basis of future growth of their

income.

18. The acceptance of second/multiple mortgages needs to be
encouraged. In this regard, the National Housing Bank can, under
its refinancing schemes, allow the acceptance of second/multiple
mortgages by banks and Housing Finance Institutions. Consortium
lendings should be encouraged and institutionalised, and

directions in this behalf can come from the NHR itself.

19. There exists a large savings potential among the urban
households which can be channelled into the housing sector. In
view of the recent changes in the interest rate structure, the
interest rates on deposits under the Home Loan Account Scheme
should be reviewed in order to maintain its attraction as a
saving instrument. The relaxation in the period of savings under
the Home Loan Account Scheme should also be extended to those who
intend to obtain a plot/flat under schemes launched by the public

sector agencies and the private sector developers.

20. There 1is a need to accelerate the flow of institutional
finance for housing upgradation. For this, the HLA facility

should also be extended to the houseowners willing to improve
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their housing conditions. This will also widen the scope of the
HLA scheme. Requirements for upgradation, it should be noted,
vary from one income group to other. The low-income households
require assistance for the improvement of services, legal land
title and structural upgradation. In view of the problems of
"eligibility",urban households need to be organised with the help
of voluntary agencies who can motivate the households to form
groups/co-operatives to act as an intermediary link institution
to extend formal finance to the hitherto ineligible segments of
households. The households from middle and high income groups
require assistance for size-extension or addition and alteration
of existing dwellings. In this regard, the ceiling of loans (Rs.
30,000) for wupgradation under the NHB's refinancing schemes

should be revised upwards.



I

CONTEXT AND PURPOSE

The last three years or so have witnessed in the country a
phenomenal upsurge of interest in issues relating to housing and
housing finance. This upsurge which is clearly manifest in the
establishment of the National Housing Bank (1988) and, equally,
in the Government’s recent efforts to have a national housing
policy owes itself to the simple fact that the housing stock in
the country, particularly in the urban areas has failed to keep
pace with the growth of urban population. Over the years, the
housing shortages have increased alarmingly in the country. In
1981, the urban housing shortages were conservatively assessed at
9.9 million dwelling units; today, in 1990, these are estimated
to have increased to 9.7 million units.1 The deteriorating
housing situation is equally reflected in a very large number of
households -- nearly 50 per cent, living in single room units
with many such units being shared by more than two households,
and over 25 per cent of the urban households living in slums and
unauthorised settlements (refer to Census of India-1981, VIII-
A&B-ii). Nearly 15 per cent of the households 1live in
dilapidated structures and in structures that are unfit for human
habitation, in addition to vast numbers who live on the
pavements. The housing stock has also come under severe pressure
on account of poor maintenance, with the prognosis that given
the framework of existing legislations, the stock of housing may
deteriorate further.

1 Report of the National Commission on Urbanisation, Volume
IT, Part IV pp. 206, New Delhi (August 1988).
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1.2 One of the primary reasons, among many, for this state of
affairs is the low level of investments in the housing sector.
Estimates indicate that public investments in the housing sector
are currently running at less than 1.5 per cent of the total
development investments in the country, having declined from a
level of about 10.5 per cent during the 1951-61 period. In the
Seventh Five Year Plan 1985-90, public housing investments

accounted for only 1.5 per cent of the total investments.

1.3 An important fact about housing investments in the country
is that the public, institutional sector provides only about 20-
25 per cent of the total housing investments; the balance of 75-
80 per cent is provided by the private sector, i.e., the
household sector and other non-institutional sources.2 Apart
from this gross estimate of the relative shares of the public and
private sectors and a few studies that have brought out the
existence of large savings potential among the low-income
households and the need to more effectively mobilise them for
housing purposes, there is surprisingly little information on the
structure of the housing finance market, the relative weights and
importance of the different sources, the terms and conditions at
which housing finance is available from different sources, and
the adequacy levels of housing investments.3 Still worse,
information about the household and non-institutional sectors

2 The Seventh Five Year Plan 1985-90 places public investment
at only 7.81 per cent of the total housing investments.

3. Vinay Lall, Housing Finance in India, National Institute
Public Finance and Policy, 1982.
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which enjoy an overwhelming place in the housing finance market
is even less. Similarly, while it is generally understood that
factors like household incomes, employment status and tenure of
the land influence the accessibility of households to the various
sources of housing finance, the precise role of each of the
factors is not known. Nor is anything known about the profiles
of the different categories of households who borrow from the
housing finance market, or about the reasons that underlie their
preference for one over the other source. Another grey area is
related to the levels of housing investments which too suffers
from any systematic information on the extent of shortfalls in

investments and their effects on the housing stock.

1.4 This study titled as "The Informal Finance for Urban Housing:
Status and Prospects" is the first systematic attempt to shed
light on some of these aspects. It owes itself, as mentioned
earlier, to the fact that there are major shortages of housing in
the urban areas, that these shortages are growing, and that there
is need to strengthen and expand the housing finance market.

This study is aimed at improving our understanding of several
critical areas concerning the housing finance market. Looked at
specifically from the perspective of housing finance borrowers,

this study has attempted to focus on ---

i. the sources of housing finance and their relative weights
for different categories of borrowers;

ii, the levels of housing investments and their adequacy in
relation to the norms for the production of different

categories of housing units;
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iii. the terms and conditions for housing loans from different
sources and to different types of borrowers; and

iv. the profiles of borrowers using different sources of housing

finance.

1.5 The key policy issue connected with the research study is
whether the informal, non-institutional sources of financing
which today provide 75-80 per cent of housing finance should be
encouraged or discouraged. On the one hand, it is argued that
since the resources of the formal financing institutions are
limited, and since it is not possible to substantially raise
these resources in a short run, attempt should be made to
consciously develop the non-institutional financing sources by

appropriate policy incentives and interventions.

1.6 The other argument is that the formal sector institutions
should redesign their lending policies and procedures in such a
way that their resources can become available to particularly the
low income segments of the urban population who have at - present
no option but to resort to non-institutional credit at
unfavourable terms and conditions. This is particularly
important as the National Housing Bank Act, 1987 lays down that
the Bank may formulate schemes for the economically weaker
sections of the society. So far, the fragmentary evidence which
is available indicates that the formal sector institutions are
unable to reach out to the low income and weaker sections either
due to the conditions and procedures attached, or the pattern of
their demand, or factors such as their capacity to borrow. In

either case, a thorough understanding of the existing housing



finance market is necessary to take a view on this policy issue.
This study which has been prepared for the National Housing Bank

is linked with this policy question.

1.7 This research study is based on an indepth survey of 2,000
households in four cities, namely -- Burdwan (311,798 people as
per 1981 census), Cochin (685,836), Ghaziabad (271,000) and
Rajkot (445,000) who constructed their houses during the period

1984-89. The survey consisted of a series of steps including --

1 physical identification of areas within each of the four
cities which witnessed major construction activity during
1984-89 -- this being the reference period of study;

ii. delineation of such areas according to income-types as
prescribed by the development agency in respective towns --
a. High income,

b. Middle income,
€ Low income, and
d. Economically weaker sections/slum areas;

iii. preparation of an inventory of households who constructed
their houses during 1984-89;

iv. selection of households out of the inventory for indepth
investigation. A sample of 500 households was selected from
each of the cities, with the following break-up (Table 1)
according to the housing areas types: and

V. collection of data from the sampled households using a

structured questionnaire.



Table 1: Sample Size

Housing Number of sampled
Area Type households
High-income 200
Middle-income 400
Low-income 600
Slums and Economically 800

Weaker Sections

1.8 The main characteristics of the sampled households in terms
of incomes, occupations and land tenurial status are given in the

tables attached with this study.



II

HOUSING FINANCE MARKET:
STRUCTURE AND PRINCIPAL CONSTITUENTS

2.1 It is best to begin this study by pointing out that interest
in housing finance issues in India is of a comparatively recent
origin, with earlier studies having focussed on the assessment of
housing shortages and the informal sector initiatives in housing
development. Specific studies on housing finance issues have
been few in number.4 Apart from highlighting the importance of
the informal sources of finance in housing, these studies have
not revealed much about the relative importance of the various
sources of housing finance or about the degree of dependence of
the different categories of borrowers on various financing
sources. This section of the study provides an insight into this
aspect of the housing finance, by examining the response of 2,000

households distributed in four cities, namely, Burdwan, Cochin,

Ghaziabad and Rajkot.

2.2 The 2,000 households which formed the sample for indepth
investigation, when divided on the basis of the sources of

housing finance, fall into four categories --

4, Vinay Lall, Ibid.




i.  those who rely wholly on "own savings";

ii. those who rely on a combination of "own savings" and loans

from formal, institutional sources;:

"

iii. those who rely on a combination of "own savings" and loans

from informal, non-institutional sources; and

iv. those who rely on a mix of "own savings" and other sources

of housing finance.

2.3 According to the field survey, 14.8 per cent of the total
number of households rely wholly on "own savings"; 40 per cent on
a combination of "own savings" and informal sources, and nearly
25 per cent on "own savings" and formal sources for meeting the
housing finance requirements. Only a small percentage of
households depend on a single source of financing; the phenomenon
of multiple sources of financing is widely prevalent in the
Indian context, suggesting, on the one hand, the inability of the
households to secure housing finance from a single source, and,
on the other hand, the inflexibility of the housing finance
market to be able to extend full credit to the different

categories of households.

2.4 The survey data bring out the pre-eminence of "own savings"
as the single most important source of housing finance in the

country. Apart from the total dependence of 14.8 per cent of the



Table 2 : Degree of Dependence of Sampled Households
on Different Sources of Housing Finance

Constituents Households Magnitude of
—————————————— Investment
Number % by source (Rs.in ’000)
Savings only 295 14.8 Savings 10,247
Formal & Savings 485 24.2 a. Savings 22,093
b. Formal sources 25,062
Informal & Savings 809 40.5 a. Savings 14,605
b. Informal 6,133
Formal, Informal & 411 20.5 a. Savings 25,635
Savings b. Formal 18,934
c. Informal 9,396
All 2000 100.0 . Savings 72,580 (54.9%)

. Informal Credit 15,529 (11.8%)
. Total 132,105(100.0%)

a
b. Formal Credit 43,996 (33.3%)
©
d

"

households and part dependence of other households on "own
savings", its position as the most important source emerges from
the fact that its share in the total housing investments is very
high, being 55 per cent among the sampled households. The town-
level data reinforce the dominance of savings in sampled towns
whereby its share is reported to be within a range of 45 per cent
for Burdwan to 61 per cent for Ghaziabad. (Town-wise Tables
No.2, appendix). The share of formal, institutional credit is
33.3 per cent, while the other informal, non-institutional
sources (friends and relations and indigeneous bankers) account
for 11.8 per cent of total housing investments. A somewhat
larger share of formal credit as compared to what is generally

believed (20-25 per cent) is mainly explained by the recent
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emergence of specialised housing finance institutions in the

country which have entered the housing finance market in a major

way.

2.5

Further probe into the share of the different constituents

of housing finance shows that --

ii.

iii.

cash savings account for 33.8 per cent of the total housing
finance; at the same time, 21.1 per cent of the total

housing finance is provided by the liquidation of assets;

the share of banks in the total housing finance is only 10.3
per cent; However, the town-level data show a substantially
higher share of banks in the housing investments in Rajkot,
it being almost 19 per cent whereas the remaining towns
indicate a relatively lower share being 6.3 at Cochin, 7.5
at Ghaziabad and 10.8 at Burdwan. The main reason for a
high share of banks in the case of Rajkot appears to be the
large scale development of land under TP schemes and section
(20) and (21) of Urban Land Ceiling and Regulation (ULCR)

Act (Town-wise Table No.3, appendix);

indigeneous bankers play a relatively insignificant role in
the housing finance market, particularly in the urban areas,
their share in total housing finance being 1.9 per cent

only.
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Table 3: Share of the Various Sources in Housing Finance

Sources Amount Percentage
(Rs.’000)
Formal Sources 43,996 33..3
a. Provident Fund & Employer 14,473 10.9
b. Banks and others 13,665 10.3
c. Specialised HF Agencies 15,858 1.1
Informal Sources 88,109 66.7
a. Savings 72,580 54.9
i. Cash savings 44,632 33.8
ii. Liquidation of assets 27,948 21.1
b. Loans from Friends & Relations 13,175 9.9
c. Loans from Indigeneous Bankers 2,354 1.9
Total 132,105 100.0
2.6  "Own savings" as a source of housing finance is important

with all categories of households, though the proportion of
households relying on own savings is noticeably high among the
low-income households. The survey shows that of the 295
households (14.8 per cent of the total sample) who reported to

"

have used only "own savings", nearly 43 per cent are poor
households having annual incomes of Rs. 8,400, and another 20 per
cent belong to households with annual incomes ranging between
Rs. 840 - Rs. 18,000. Such a high percentage of households using
"own savings" is indicative of the fact that they are unable to
secure finances from other sources, and have no option but to use

their own savings (including liquidation of assets) for purposes

of housing construction.
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Table 4: Degree of Dependence on the Major Sources of Housing
Finance by Income Categories of Households

e e e e e e e e e T T T . B S S S o o o . S o o (o o o o o o i o . o o o

Annual income Number of households by Total
groups (Rs.) major sources of housing finance

Own saving Own saving Own saving Mix of own

and infor- & formal savings and
mal sources sources formal and
informal
sources
Upto 128 240 38 81 487
Rs. 8,400 (43.4%) (29.6%) (7.8%) (19.7%) (24.3%)
Rs. 8,400- 58 437 48 107 650
© 18,000 (19.7%) (54.0%) (9.9%) (26.0%) (32.5%)
Rs.18,00 - 36 66 134 82 318
30,000 (12.2%) (8.2%) (27.6%) (20.0%) (15.9%)
More than 73 66 265 141 545
Rs. 30,000 (24.7%) (8.2%) (54.6%) (34.3%) (27.3%)
Total 295 809 485 411 2000
(14.7%) (40.4%) (24.2%) (20.6%) (100.0%)

As stated earlier, "own savings" combined with credit from
informal sources constitute the single most important source of
housing finance in the country. This is the main source of
housing finance for the poor and low-income households; of the
809 households who rely on this source, 677 or 83.8 per cent fall

into this category.

2.7 The formal sources and "own savings" are clearly important
for the high and middle income households. Nearly 82 per cent of
the households who reported to have used this channel belong to
the annual income category of over Rs. 18,000. The dominance of
the combination of formal finance and own savings among middle

and high income households is also confirmed at individual town



.

levels, being 69% households in Ghaziabad, 78% in Cochin, 80% in

Burdwan and 91% in Rajkot. (Town-wise Tables No.4, appendix)

2.8 This set of information points to the existence in the
country of a dualistic housing finance market wherein there is a
very high degree of dependence by the poor and low-income
households on "own savings" and informal, non-institutional
sources, and on own savings and formal, institutional sources by
the relatively high and middle-income group households. The
survey also points out that the role of own savings (cash and
liquidation of assets) is high among the poor and low-income
households which declines as the incomes of households increase,
suggesting the accessibility of high-income households to other

sources of financing options.

2.9 The same pattern persists in the sampled towns, as may be
seen in Table 4 (Town-wise Tables, Appendix). In Ghaziabad, for
instance, 61 per cent of the middle and high income groups
households rely on institutional finance, and in Burdwan, this
proportion is 81. Majority of the low income households depend

on "own savings" and other informal sources of financing.
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III
HOUSING INVESTMENTS : LEVELS, COMPOSITION AND ADEQUACY

31 An important aspect of this study was the level of
investments in housing, with particular reference to its adequacy
in relation to the investment norms and standards. In India,
particularly in the urban areas, an investment of 30-40 times the
monthly  households incomes is considered as the minimum
investment for producing a housing unit acceptable as per formal
standards. This limit also coincides with the prescribed levels
of household affordability to invest in housing.5 Any investment

of a lesser magnitude is taken to be low, and is a major factor

in the production of poor quality housing.

3.2 This study shows that investment levels in housing range
between Rs. 16,500 and Rs. 159,000, depending on the income
levels of the households. A poor household (upto Rs. 8,400
annual household income) invests on an average Rs. 16,500, while
a higher-income household (over Rs. 30,000 annual household
income) invests Rs. 159,000 in housing. On an average, housing
investments work out to Rs. 66,000 per housing unit. However,
the average investment levels in individual towns vary within a
range of Rs.54000 at Rajkot to 65,000 at Burdwan. (Town-wise

Tables No.5, appendix)

B This is based upon NHB's guidelines for repayment capacity,
it being 30 months of household income plus a down payment
in a ratio of 3:1.
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3.3 As pointed out in the preceding secion, "own savings" form a
greater part of the total housing investments. Out of Rs. 16,500
which are average investments for households having incomes of
Rs. 8,400 and less, savings account for Rs. 10,050, other
informal sources Rs. 3,840, and the balance of Rs. 2,630 comes

from the formal sources of financing. In households falling in
the income range of over Rs. 30,000, while savings still account
for Rs. 85,750 out of an average investment of Rs. 158,900, the
share of formal sources is significantly higher (Rs. 57,630) than

that of the informal sources (Rs. 15,520),

Table 5: Levels and Composition of Housing Investments

Income Amount of Investment by Sources (Rs.)
levels of = —emmmee
households Savings Informal Formal Average
(Rs.)

Upto

Rs. 8,400 10,060 3,840 2,630 16,520
8,40-18,000 15,440 3,990 5,640 19,994
18,00-30,000 34,330 8,200 24,970 67,500
More than

30,000 85,750 15,520 57,630 158,900
Average 36,290 7,760 22,150 66,200

3.4 The levels of investments are low for most households in
relation to the norms, expressed as multiples of monthly
household incomes. According to the study, the levels of housing
investments are less than 10 times the monthly household incomes

in the case of 38 per cent of the households, between 10 to 20
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times for 17.6 per cent of the households, and between 20 to 30
times for 10.8 per cent of the households. In only 21 per cent
of the cases, housing investments appear to be nearer the norm of
40 times the monthly household incomes. This also infer that
the supply of affordable funds is low and falls well short of
demand for housing finance. The data on the levels of investment
in sampled towns reiterate the existence of low investments
(being less than 30 times the household income) in a majority of
cases, ranging from 59 per cent in Burdwan and Rajkot to 80 per

cent in Cochin. (Town-wise Tables No.6, appendix)

3.5 Low investment levels are a conspicuous feature of poor and
low-income households. Over 82 per cent of the households who
reported investments of less than 10 times the monthly household
incomes are in the low-income brackets. Almost 88 per cent of
the households, falling in the lowest slab (< 10 months) of
housing investments, show a high degree of dependence on informal
sources (Table :B-6). Thus, there is a positive relationship
among the low levels of household income, high degree of
dependence on informal sources and low level of Thousing
investments. On the other hand, the levels of investments are
higher and nearer the norms in higher income households. Of the
423 households reporting investments of over 40 times the
incomes, 72 per cent had annual incomes in excess of Rs. 18,000.
At the same time, it is important to note that 1low levels of

investments are not only a problem of low-income households but
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Table 6: Levels of Investment According to
the Annual Income Range

Level of Annual income range (Rs.)

investment = - ——— -
30000+ 1800+ - 840 - Upto 8400 All

30000 18000

< 10 months 59 73 360 273 765
(10.8) (23) (55.4) (56.1) (38.3)

10-20 77 52 131 91 351
(14.1) (16.4) (20.2) (18.7) (17.6)

20-30 90 30 62 33 215
(16.5) (9.4) (9.5) (6.8) (10.8)

30-40 136 40 41 29 246
(25) (12.6) (6.3) (6) {(12.3)

40+ 183 123 56 61 423
(33.6) (38.6) (8.6) (12.4) (21)

Total 545 318 650 487 2000

Average

investment 159,000 68,000 25,000 17,000 66,000

level (Rs.)

also a characteristic feature of high income households. These
households also do not make investments necessary to produce
affordable dwelling units. Of the 863 households in the income
category of Rs. 18,000 and more, over 44 per cent reported an

investment of less than thirty times the monthly household
6
incomes.

6. There are some discontinuities in the trends, like the
higher level of investments by poor and low-income
households, and low levels of investments by households in
high-income categories. Explanations for the
discontinuities can be found in the accessibility of poor
household to loans in the Differential Rate of Interest
Scheme, and the absence of proper tenure in the case of
higher-income households.
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3.6 The town level data confirm the dominance of low income
households amongs those who fall in the lowest slab of
investment. Atleast three fourths of the households in sampled
towns (except for Rajkot, 58 per cent), who reported investments
of less than 10 times the monthly household incomes are in the
low income brackets. The main reason for a relatively higher
level of investment by low income households in Rajkot is
attributed to the availability of serviced land in the formal
sector which has increased the access to institutional finance.
Thus, only 21 per cent sampled households in Rajkot fall in the
lowest slab of housing investments, in comparison, these
proportions are higher for other cities, 39 per cent for Cochin,
45 per cent for Ghaziabad and 48 per cent for Burdwan. (Town-

wise Tables No.6, appendix).

3.7 As shown earlier, low investments are not only a problem of
low-income households. This is evident from the town-level data
which show that 19 per cent of middle and high income households
in Burdwan, 35 per cent in Ghaziabad, 44 per cent in Rajkot and
71 per cent in Cochin reported an investment of less than thirty
times the monthly household income. (Town-wise Tables No.6

appendix)

3.8 Why are investments in housing below the minimum necessary
to produce an affordable dwelling unit? A part of the
explanation can be found first, in the insecure 1land tenure
status of households, and, secondly, though to a minor extent,
the wunstable, informal nature of employment, both factors

limiting the households’ capacity to borrow and repay.
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Table 7: Levels of Investment According to the
Nature of Employment

Level of Formal Informal All
investment

(multiples of

monthly incomes)

< 10 months 355 430 765
(24.0) (71.2) (38.3)
10-20 272 79 351
(19.5) (18.1) (17.6)
20-30 187 28 215
(16.0) (3.6) (12:3)
30-40 224 22 246
(16.0) (3.6) (12.3)
40+ 378 45 423
(27.1) {7.5) (21.0)
All 1396 604 2000
(100.0) (100.0) (100.0)

Table 8: Levels of Investment According
to the Land Tenure

Level of Type of land tenure
investment = = 0 ——mmmmmmm e
(multiples of Secure Insecure All

monthly income)

< 10 months 199 566 765
(17.8) (64.1) (38.3)
10-20 196 155 351
(17.5) (17.6) (17.6)
20-30 155 60 215
(13.9) (6.8) (10.8)
30-40 203 43 246
(18.2) (4.96) (12.3)
40+ 364 59 423
(32.6) (6.6) (21)
Total 1117 883 2000

Figures in the brackets indicate percentage to total.



3.9 The survey shows that --

i.

ii.

iii.

74 per cent of the households which reported investments of
less than 10 times the monthly household incomes have

insecure tenure of lands;

56 per cent of them reported having informal sector

employment; and

majority of those who reported an investment of over 30
times the monthly household incomes have secure land tenure
and more stable form of employment. The town-wise analyses
confirm the dominating share of the households having secure
land tenure and stable form of employment among those who
reported an investment of over 30 times the monthly

household income. (Town-wise Tables No.6 and 7, appendix)

3.10 The general evidence on the levels of housing investments is

that these are uniformly low, and particularly low among poor

and low income households, though not limited to such households.

These are low partly because of the tenure of lands and partly on

account of the employment status, the two important factors that

govern the capacity to borrow and repay the loans.



IV

HOUSING LOANS:
TERMS AND CONDITIONS
4.1 The conditions under which housing loans become available to
the different categories of borrowers in the housing finance
market has been the subject of much public discussion, with most
of it bearing the message that the loan conditions involving
interest rates, repayment period and the collaterals are far more
adverse and unfavourable to the poor and low-income households
compared to those who are in higher income categories. Indeed,
frequent references are made to the effect that apart from the
overall inadequacies of housing finance for the poor, the market,
the formal and informal, works against them in the sense that the
housing loans to them carry higher interest rates, shorter
repayment period and collaterals they can rarely supply. There
is also some reference to these conditions being particularly
adverse in the informal housing finance market which happens to
be the main source of housing finance for the poor and low-income
households. This section presents evidence on this aspect

collected from the 2,000 sampled households.

4,2 In a broad sense, this study shows that there are three
types of interest rates on which households borrow in the housing
finance market --

1s unspecified interest rates;

ii rates of interest computed on a monthly basis; and

iii. annual rates of interest.
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4,3 Likewise, repayment period also falls into three categories-
i; unspecified repayment period;

ii. short, less than one year repayment period;

iii. longer repayment period, almost invariably exceeding five

years.

4.4 The study shows that of the households who reported to have
borrowed from the market, 602 households or 30.1 per cent of the
total borrowed on "unspecified" terms and conditions.? Among the
sampled +towns the share of borrowers having housing loans on
unspecified interest rates works out to be in a range of 21 per
cent at Cochin to 38 per cent at Ghaziabad. (Town-wise Tables
No.9, appendix). Such a high percentage of households borrowing
on unspecified interest rates shows that it is an extremely
important feature of India’s housing finance market and that
social relationships which underlie borrowings on such
unspecified terms play an extremely important role in housing
finance transactions. Two points need to be noted with respect
to the households belonging to this category. First, borrowings
on unspecified interest rates are largely a feature of low-income
and poor households. According to the field-level data, 70 per

cent of those who borrowed on unspecified interest rates were

in the annual income range of less than Rs. 18,000.

7. In view of the simultaneous use of two sources by a fairly
large number of households, the aggregate numbers of
households exceed 2,000,
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Similarly, the share of low-income households in sampled towns
among those who borrowed on unspecified interest rates is as high
as 63 per cent at Burdwan, 68 per cent at Ghaziabad, 73 per cent
at Rajkot and 85 per cent at Cochin. Secondly, the loan amounts
involved in such transactions are necessarily small, clearly
demonstrating the tendency on the part of the lenders to minimize
their own risks. Evidently, such transactions are a

characteristic of only the informal housing finance market.

4.5 Nearly 31 per cent of the +total number of households
reported that they took loans on "monthly" rates of interest.
The proportion of those who borrowed on monthly rates of interest
is equally high among the individual towns being 25 per cent at
Cochin, 28 per cent at Ghaziabad, 33 per cent at Rajkot and 38
per cent at Burdwan. (Town-wise Tables No.9, appendix). When
translated into yearly rates, these work out to over 36 per cent
in the case of 69 per cent of the households, between 24 and 36
per cent for 26 per cent of the households, and less than 12 per
cent for the remaining 5 per cent of the households. Like the
unspecified interest rate, loans on monthly rates of interest are

also a phenomenon of the informal housing finance market.
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Table 9: Composition of Rate of Interest

(Households)
Rate of Formal credit Informal credit
interest = e e —————
(%) Housing Commer- Emplo- All Friends Indi- All
finance cial yers and rela- geneous
institu- banks & and tives bankers
tions others others
Unspecified 602 - 602
(70.0) (49.4)
Monthly
Upto 1 15 1 16
{ 2.0) (6.8) 1 1.3)
1 -2 ~ 17 17
(4:7) { 1.4)
2 -3 147 13 160
(17.0) (4.0) [(13.1)
above 3 100 325 425
(11.0) (91.0) (34.8)
Annual
Upto 4 38 87 - 125
(11.0) (30.0) (14.0)
4 - 6 - -
6 -9 200 200
(80.0) (22.0)
9 - 12 102 - 102
(29.0) (12.0)
12 - 18 215 204 50 469
(60.0) (70.0) (20.0) (52.0)
All 355 291 250 896 864 356 1220

(100.0) (100.0) (100.0) (100.0) (100.0) (100.0) (100.0)

Also, 70 per cent of the households in this category are poor and
low-income who bear a greater part of the burden of the housing

finance market.

4.6 Indigeneous bankers play an important role in extending

8
housing finance on monthly interest rates. According to the
8. In terms of the share of indigeneous bankers in the total
housing finance, their role is small; however, a large

number of households rely on them for housing loans.
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study, 18 per cent of the total number of households took loans
from indigeneous bankers (money lenders, in a sense), mostly (91
per cent) at rates exceeding 3 per cent per month (over 36 per
cent on an annual basis), and 8.4 per cent at rates ranging
between 1 and 2 per cent. However, the proportion of households
who have borrowed from indigeneous bankers shows a great deal of
variation being 6 per cent at Cochin, 12 per cent at ghaziabad,
13 per cent at Rajkot and 35 per cent at Burdwan. Considering
the fact that most of these households belong to low income
groups, (Table 10 for respective towns) the reason for a lower
share in Cochin and higher share in Burdwan is attributed to the
disparities in the land tenure and financing mechanisms. The
sampled low income areas in Cochin were developed by public
agencies on a hire-purchase basis. On the other hand, the sampled
areas in Burdwan included the land either encroached upon or
possessed unauthorisedly by respective occupants. The first
factor has an in-built element of institutional finance whereas
the latter factor completely prohibits the land owner to have any

access to formal finance for housing. (Town-wise Tables No.9,

appendix).

4.7 The third category consists of those households who borrow
from at annual rates of interest, varying between 4 per cent to
18 per cent. These are the established rates in the formal,
institutional component of housing finance. The survey shows
that nearly 52 per cent of the total number of households who
secured housing loans from the formal, institutional sources took

it at interest rates varying between 12-18 per cent, about 12 per
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cent of the households at 9-12 per cent rates of interest, and
another 22 per cent at rates ranging between 6-9 per cent. About
14 per cent of the households reported to have taken housing
loans under schemes like the Differential Rates of Interest under
which households belonging to scheduled castes and scheduled
tribes and other disadvantage classes are able to secure housing

loans at concessional rates.

4.8 The key point to note is that almost 80 per cent of the
households who secured credit at rates ranging between 4-18 per
cent per annum are middle-to-high income households, which
substantiate the notion that the high-income category households
are able to secure access to formal, institutional finance which
is cheaper, while the low-income and poor category households
have no option but to resort to more expensive informal, non-
institutional finance. The town-wise analyses reinforce the
dominance of middle and high income groups among those who have
access to institutional finance. Their share in sampled towns is
as high as 68 per cent in Cochin, 72 per cent in Ghaziabad, 79
per cent in Burdwan and 87 per cent in Rajkot. (Town-wise Tables
No.9, appendix). It is equally important to point out that it is
not only in respect of the rates of interest that the poor and
low-income households stand disadvantaged; the period of
repayment also affects them adversely. The study shows that the

period of repayment of housing loans is --



Table 10: Distribution of Households having Housing Loans
According to their Size of Income and Rate of Interest

Rate of Size of HH income (Rs. per annum)
INteregl s i e s i o e i i
Upto 8400 8401-18000 18001-30000 30001 and All
above

Unspecified 287 49 8 g0 602
Informal

Credit

Upto 1 p.m. - 16 - - 16

1-2 3 14 % - 1%

2-3 16 87 25 32 160

above 3 6 287 46 95 425

All 312 544 157 207 1220

Formal

Credit

Upto 4 p.a. 85 6 34 = 125

4 -6 - - - - -

g ~'9 43 85 43 29 200

9 - 12 = 28 29 45 102
12 - 18 - 36 101 332 469

a1 mE 201 w06 896

D.m. - per month ; p.a. - per amnum
1 unspecified in the case of 28.3 per cent of the households;

ii. less than six months in the case of 23 per cent of the

borrowers; and

iii. between six and twelve months for nearly 6 per cent of the

borrowers.
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Table 11: Composition of the Repayment Period
for the Housing Loans

Repayment Formal credit Informal credit

period @ mememmem e s
Housing Commer- Emplo- All Friends Indi- All
finance cial yers and rela- geneous
institu- banks & and tives bankers
tions others others

Unspecified - - - - 567 - 567

Upto 6

months - - - - 188 273 461

6 months -

1 year - - - - 76 40 116

1 - 3 year - - - - 33 43 76

3 - 7 years - - - - - s #

7 -10 years 317 204 - 521 - - -

Above 10

years 38 87 250 375 - - -

All 355 291 250 896 864 356 1220

4.9 The short duration financing is invariably informal.

4.10 Longer duration of housing loan repayment is a vital
characteristic of formal financing institutions. The period of
repayment which is 7-10 years for 44.8 per cent of the households
and in excess of 10 years for the remaining place them at an
advantage over others, not only in this respect but in respect of

the interest rate as well.

The above analyses point to the prevalance of a stinging
difference in the terms and conditions on which the institutional

(formal) and non-institutional (informal) sources extend credit
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to housing finance borrowers. The loans from formal sources are
secured on the bases of annual rates of interest (generally in a
range of 4 to 16 per cent) which are tied up with a fairly longer
repayment period of over five years. On the other hand, the
loans from informal sources are secured either on monthly rates
of interest which are considerably higher than the formal rates
or on unspecified rates wherein the social relationships play on
extremely important role. Similarly, the repayment period for
such loans is either short (invariably not exceeding 3 years) or
unspecified. It is also to be noted that the low income
househeolds mainly borrow from informal sources where as the
middle and higher income households show a high degree of access

to formal sources.
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\

A PROFILE OF HOUSING FINANCE BORROWERS

5.1 Of the many grey areas of housing finance, the one on which
very little systematic work has been done relates to the profile
of households who borrow in the housing finance market. Almost
nothing is known about the income levels to which they belong, or
their employment status, or the tenurial position of their lands.
what is more, no organised research has been undertaken to
ascertain the reasons why certain borrowers opt for the informal
sources and why others choose the formal sources, and whether the
reasons that lead them to one or the other source are exogeneous,
that is, influenced by the supply conditions, or endogeneous,
i.e., conditioned by the pattern of demand. This section

provides data on this aspect of the study.

5.2 It needs to be pointed out again by way of reference that
the study covered 2,000 households which were selected from four
different types of housing areas, namely - high income, middle-
income, low-income and EWS, and poor areas. The income status
of the area was the only criterion used for drawing up the
sample. The survey has brought out the fact that while the areas
by and large, display the the income status, i.e., high, middle
or low, they are not necessarily in conformity with the incomes
of the households. There 1is considerable degree of non-
conformity between the housing area types and the incomes of
households. Thus, households living in high-income housing types

are mnot always high-income households. Similarly, a large
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percentage of households living in low-income settlements belong
to high-income categories. The degree of non-confirmity between
the housing area types and household incomes is clearly visible
in each of the sampled towns wherein a substantial proportion of
the households to the extent of 12 per cent in Rajkot, 14 per
cent in Ghaziabad, 18 per cent in Burdwan, and 31 per cent in
Cochin who reside in low income areas fall in the category of
middle and high income (Rs.18,000 p.a. and more) groups. On the
other hand, a relatively smaller proportion of those (being nil
at Ghaziabad, 5 per cent each at Burdwan and Rajkot and 11 per
cent at Cochin) who reside in middle and high-income areas fall
in the category of low-income groups. (Town-wise Tables No.17,

appendix). This is given in Tables at the end of this report.

5.3 This study had pointed out earlier that 55 per cent of the
total number of households depend on informal sources of housing
finance, 24.3 per cent on formal, institutional sources (combined
with their own savings), and 20 per cent on a mix of informal and
formal sources.9 The issue that has been addressed here is
whether the profile of households who resorted to one source of

housing finance vary from those who borrowed from the other

source.

5.4 The study results show that they do. According to the

field-level data ---

9. These categories include the share of own savings.
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over 78 per cent of the households depending on informal
sources are poor and belong to low-incomes (less than Rs.
18,000 incomes); in comparison, only 22 per cent of these
households belong to middle and high-income groups. The
field-level data in sampled towns reinforce the existence of
a vast majority of low income households being 65 per cent
in cochin, 74 per cent in Ghaziabad, 80 per cent in Rajkot
and 89 per cent in Burdwan among those who depend entirely

on informal sources; (Town-wise Table No.12, appendix)

approximately 83 per cent of the households depending on
formal sources belong to middle and high-income categories;
in comparative terms, only 17 per cent of these households
are poor and economically weaker, having incomes of less
than Rs.18,000. At the level of towns too, the overall
picture is the same - i.e. higher percentage of middle and
high income households depending on own savings and formal
sources, (69 per cent in Ghaziabad, 76 per cent in Burdwan,

78 per cent in Cochin and 91 per cent in Rajkot); and

among those depending upon a mix of the various sources 54
per cent belong to middle and high incomes, and 46 per cent

to low-income and poor groups.
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Table 12: Income Status of the Borrowers

Source of Number and proportion of borrowers
housing according to income category (Rs.)
JBanE || etk et e i o e e i e e

Informal and* 368 495 102 139 1104
savings (33.3) (44.8) ( 9.2) (12.6) (100.0)
Formal and 38 48 134 265 485
savings ( 7.8) {( 9.9) (27.6) (54.6) (100.0)
Informal and 81 107 82 141 411
formal and (19.7) (26.0) (20.0) (34.3) (100.0)
savings

* Informal sources include those who depend only on "own

savings also.

5.5 The differences in the profile of households are not limited
to incomes alone, these extend to attributes such as the

employment and land tenurial status. According to the study --

i 47 per cent of the households who reported a high degree of
dependence on the informal sources of finances are engaged
in occupations characterised by informality and to an
extent, by their casual nature. At the same time, the
survey shows a significant proportion of those depending on

these sources also in the feormal sector jobs and activities;

ii. over 95 per cent of the households showing reliance on the
formal sources of financing are employed in the formal
sector occupations; less than 5 per cent reported to be in

informal sector jobs; and
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those relying on a mix of formal and informal sources of
financing are unevenly distributed between formal and
informal sector occupations, with the share of formal sector
occupations being significantly higher (85.9%) than the
informal occupations category. What this study shows is that
whole the non-institutional sources of housing finance are
open to all households, irrespective of the employment
status, the reverse 1is barely true. Formal sources of
financing seem to be accessible to only those who happen to
have the formal sector occupations. These are noticeable
differences in the aggregated data with those at the
individual towns, which also shows that the non-
institutional sources of housing finance are open to all
households, irrespective of the employment status, and the
formal sources of financing are accessible to only those who
are employed with the organised sector. The share of
households having the formal sector occupation in sampled
towns among those who have access to institutional finance
is as high as 90 per cent each in Cochin and Burdwan, 92 per
cent in Ghaziabad and 94 per cent in Rajkot. (Town-wise

Tables No.13, appendix)
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Table 13 :Employment Status of the Borrowers

Source of Number and proportion of borrowers according to
housing the status & employment of household heads
loans @  —=——mmmmmmm
Informal sector Formal sector Total
Informal and 522 582 1104
savings (47.3) (52.7) (100.0)
Formal and 24 461 485
savings ( 4.9) (95.1) (100.0)
Informal and 58 358 411
formal and (14.1) (85.9) (100.0)
savings
Total 604 1396 2000
(30.2) (69.8) (100.0)

5.6 The differences in the profile of households are sharper on
account of their land tenure status. The study shows that those
relying on informal financing sources are essentially those whe
do not have a secured title to land; 75 per cent of such
households fall into this category. Twenty five per cent,
however, reported a secured land tenure. Similarly, among
sampled towns atleast a majority of households (52 per cent at
Burdwan, 60 per cent a2t Cochin, 82 per cent at Ghaziabad and 98

per cent at Rajkot) who depend entirely on informal finance do

=]

ot have a secure land tenure. (Town-wise Tables No.14,
appendix). On the other hand, 100 per cent of households

reporting their dependence on formal sources had fully secured

land titles.
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Table 14 :Tenurial Status of the Borrowers

Source of Number and proportion of borrowers

housing : according to land tenure status

loans =  —mmmmmmmmmm e o
Insecure Secure Total

Informal and 828 276 1104

own savings (75.0) (25.0) (100.0)

Formal and ' - 485 485

savings - (100.0) (100.0)

Informal and 53 358 411

formal and (12.9) (87.1) (100.0)

savings

Total 881 1119 2000
(44.1) (55.9) (100.0)

5.7 This study probed into the factors that led the households
to seek housing loans from one or the other source of housing
finance. The issue was about the factors that governed their
choice between the formal and informal sources. The study
reveals sharply divided responses -- one set of responses
extolling the flexibility of the informal sources of housing
finance, and the other highlighting the favourable terms of
interest rateé and repayment period. As would be noted from the
following table, the three most important reasons that the

households have cited for choosing the informal sources are --

i. flexible collateral;
ii. easy accessibility; and

iii. quick processing.
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5.8 1In the case of households who reported to have borrowed from

the formal sources, the reasons most cited are --

2 relatively longer repayment period which reduces the
economic burden on the households, and

ii. the lower interest rates.

Longer repayment period

i
o
]
B
o
-

Lower interest rates

I

H Flexible collateral
1

i

! Easy accessibility
1

]

! Quick processing.

Reasons No. of borrowers % of borrowers from
from informal market**

Easy accessibility 1210 99

Quick processing 974 80

Flexible terms

and conditions 864 71

Flexible collateral 1220 100

¥ Multigls Bespommesr . . .

** In all 1220 households borrowed from informal market.
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Table 16: Reasons for Seeking Housing Loans from Formal Sources¥*

Reasons No. of borrowers % of borrowers from
from informal market*x

Easy accessibility 300 33
Quick processing 299 33

Relatively lower
rate of interest B30 93

Relatively longer
repayment period 856 96

Facility provided
by employer 250 28

* Multiple Responses.

*% In all 896 households borrowed from formal sources.

5.9 It is evident that the households who resort to the informal
sources of housing finance are characterised by low-income,
insecure land tenure, and to a minor extent, unstable and casual
nature of employment. On the other hand, those who secured
access to the formal institutional financing sources are in the
higher-income brackets, possess secured land tenure, and are
engaged in formal sector jobs and occupations. This kind of
dualism 1is the most disconcerting aspect of the housing finance
market in the country. These characteristics of the households
i.e., according to their access to the type of housing finance
are the same in the individual towns. (Town-wise Tables No.21,

22 and 23, appendix).



-39~

VI

STIMULATING HOUSING FINANCE : REALITIES AND PROSPECTS

6.1 Owing to the growing recognition of the role of housing in
economic development, a number of initiatives have lately been
taken in the country to accelerate the flow of formal
institutional finance into the housing sector.10 On the one
hand, the Reserve Bank of India (RBI) has revised its lending
norms so as to accomodate a larger flow of credit to housing
sector and enhance the level of availability of formal credit to
individual households {Annex D). At the same time, RBI has asked
scheduled commercial banks (SCB’s) to raise their allocations to
housing finance sector at a level 1.5 per cent of their
incremental deposits out of which at least 30 per cent
allocations should be made through "direct lending". On the
other hand, the National Housing Bank (NHB) has been set up at
national level with a view to promote and guide a network of
SCB's and HFI's (Housing Finance Institutions) and provide
refinancing for their lendings into the housing sector.11 Within
a short span of its establishment NHB has floated a variety of
schemes for its refinancing (Annex E).

10. The key element of the recent efforts is the extension of
institutional finance to individual borrowers under what is
known as the housing loan scheme to be operated by
commercial banks.

11. The National Housing Bank, created in July 1988, disbursed
refinance assistance to the tune of Rs. 1,317 million in the
first year of its operation (ending on June 1990), which was
utilised for the construction of about 60,000 dwelling
units.
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6.2 Boradly, the wide network of institutional housing finance

falls into three categories —-

i3 Commercial banks which provide housing loans directly to
individual borrowers; |

ii. employers and housing loan facilities available against
provident fund contributions; and

iii. specialised housing finance institutions such as HUDCO,
(Housing and Urban Development Corporation) HDFC (Housing
Development Finance Corporation), and cooperative bank

finance for housing schemes.

6.3 These sources provide housing finance advance of different
sizes, ranging from very small amounts of up to Rs. 5,000 to
individuals belonging to scheduled castes/tribes and other weaker
sections to a maximum of Rs. 300,000. The rates of interest vary
between 10 per cent for loans of up to Rs. 7,500 and 16 per cent
for loans of Rs. 300,000.12 Similarly, loan to housing cost
ratios vary, depending on the size of the loan -- high for small
amounts (80 per cent for loans of up to Rs. 20,000) and low for
large amounts, being only 65 per cent for loans of over

13
Rs.100,000.

6.4 The amount of loan is generally determined on the basis of

12. For loans of up to Rs. 5,000, the rate of interest is 4 per
cent, and loan to housing cost ratio is 100.

13. While Rs. 300,000 is the general ceiling of the amount of
loan, the commercial banks have the discretion of making
loans in excess of this amount too. These loans, however,
will not form part of housing finance allocation.
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1 income of the borrower, and

ii. estimated cost of construction.14

6.5 It was stated earlier in this report that a notion exists in
the country that the formal institutional sources provide 20-25
per cent of the total housing finance; the balance comes from
the informal, non-institutional sources. One of the key facts
that this study has brought out is a comparatively larger role of
the formal institutional sources than what is generally
visualised. According to the study, apart from a fairly large
percentage of households who have access to these sources, these
also provide one-third of the total housing finance, signalling
the increasing importance of formal financing sources in the
country. This change in the housing finance environment can
perhaps be explained by the growing role of specialised housing
finance agencies and, to some extent, the priority lendings of
schedules commercial banks to the housing sector. According to
the study, the specialised housing finance agencies cover 40 per

cent of the borrowers, the scheduled commercial banks 32 per

cent, and the employers’ share is about 28 per cent.

15. The eligibility of the amount of loan is arrived at in such
a manner that the repayment may not normally exceed 30 per
cent of the net take home income of the borrower. The
second parameter is the estimated cost of construction with
the necessary margin requirements.
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Table 17 : Size of Loan as per Respective
Source of Formal Finance

Up to 5000 5,000- 20,000- 50,000- 100,000+ All
20,000 50,000 100,000

Scheduled

commercial 87% 30 52 94 28 291

banks (32.0)

Specialised

housing 38%* 75 80 120 42 355

finance (40.0)

agencies

Provident

fund and - 105 34 71 40 250

employer (28.0)

All 125 210 166 285 110 896
(14.0) (23.0) (18.0) (32.0) (12.0) (100.0)

* Loans given under this category by commercial banks fall

under  the Priority Sector Lendings known as DRI
(Differential Rates of Interest) Scheme and are given @ 4%
interest per annum for a period of 20 years subject to a
maximum ceiling of Rs.5000

*¥*%  These cases also include the loans for the plots allotted by
the respective Development Agencies to the EWS households
under the Hire Purchase Scheme of HUDCO.

6.6 The expansion of the formal housing finance system, however,

has not been able to make any major or substantial difference to

the overall availability of finance for housing purposes. As
this study has shown, notwithstanding the priority now being

given to the housing sector and the emergence of specialised and

non-specialised housing finance agencies, the formal housing
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households, and has been able to reach the balance of 45 per cent
partly. At the same time, the investments in housing are
generally low, and fall well short of affordable limits,
expressed in multiple of monthly household incomes. Only a small
portion (21 per cent) of households have made investments nearer
to the norm of 40 months’ household. It is this reality that
calls for an accelerated flow of formal finance into the housing

sector.

6.7 The expansion of formal finance needs to be directed towards
two specific areas. First, the formal finance should be able to
assist a wider range of income groups. This is particularly
important in view of the fact that only a small fraction (10 per
cent) of low-income households is covered by the specifically
targetted schemes. These households have a high degree of total
dependence of informal sources. Second, the availability of
housing credit needs to be improved for middle and high income
groups as well. Despite a better level of access to formal
finance, a majority of these households also face the shortage of

housing finance.

6.8 The study also shows, as stated earlier that the shortage of
housing finance is particularly acute among low-income
households. An absolute majority (56 per cent) of them does not
invest in housing at a level equal to or more than ten times of
their monthly household income. On the whole, almost 90 per cent
of them face the problem of low investment. Consequently, the

investments by low-income households in most cases remain lower
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than the minimum levels to obtain a house acceptable as per
formal standards. This calls for a considerable increase in the

supply of housing finance to the low income households.

6.9 It is equally important to note that the access to formal
finance by low-income households is basically prevented by
"elegibility" aspects and not the size of down payments or
margin requirements, duration of loans and levels of interest.
As the data shows, these households, in the absence of formal
finance, seek shorter duration (mostly up to six months to one
year) and high interest (24 to 36 per cent) loans with a three
time higher level of down payments. Contrary to this the
existing policies and programmes place emphasis on subsidies
related to interest rates, duration of loan and size of down
payments (Annex D and E). Hence, the need to tackle the

"eligibility" part has not been properly recognised.

6.10 There are three fundamental barriers that inhibit the access
of low-income households to formal finance. These are (i) the
lack of regular and varifiable source of inome, (ii) inability to
produce requisite collateral or security and (iii) possession of
insecured land tenure. Most of the households, (85 per cent) who
do not have stable and formal sector occupations, rely totally on
informal sources of housing finance. Similarly, all the
households who sought loans from informal sources admit that
these operate on a method of flexible collateral. Thirdly, most
of the households (94 per cent) who possess insecured 1land
tenure, do mnot have any access to housing credit from formal

sources.
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6.11 The first two barriers are internal to the housing finance
system whereas the third area is external to it and needs to be
tackled with an increased supply of land in the formal sector.
As regards the lack of regular and varifiable income and
possession of requisite collateral among low-income household,
some important changes in the lending norms for formal finance
have been made in recent past (Annex D and E). These include
the provision of graduated method of repayment and flexible
collateral wherein the lending agencies at their discretion can
accept security of adequate value in the form of Life Insurance
Policy, Government Promissory Notes, Shares and Debentures, gold
ornaments and so on. These relaxations do not seem relevant for
low-income households who are not likely to possess such assets

except in a few cases for some amount of ornaments.

6.12 With this in view some different approach has to be evolved
in order to remove the barriers of eligibility among low income
households for securing formal finance. One such approach could
be the involvement of voluntary organisations to motivate and
help the low income households to form local level institutions,
groups or cooperatives which can, in turn, provide adequate
mortgage/security and raise loans for its members. These
institutions may also provide suitable guarantee to avail larger
quantum of loans to their members based onlthe future growth of
their incomes. Recovery of loans is another issue which needs to
be handled in a different manner to suit the requirements of low

income households. In this regard a mechanism of frequent
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recovery on the basis of in-house collection system has to be
evolved. Like SEWA (Self Employed Women Association, Ahmedabad),
the selection of group leader among the members of 1local level

institution may be proved useful.

6.13 Unlike the low-income groups, the middle and high income
households do not have barriers of "eligibility" and have a high
degree of access to formal finance. However, in a majority of
cases their investments in housing are worked out to be lower
than affordable limits. This indicates the inability of formal
sources to extend full credit to its borrowers. These
inadequacies are related to the ratio of loan to housing cost
(size of loan) which is determined by multiple factors such as
income elegibilities, rates of interest, repayment period and
provision of collateral. In order to remove these inadequacies
the recent changes in the lending norms (Annex I & II) may be
proved quite effective. These changes, however, do not address
the question of second or multiple mortgage. At times,
households have access to relatively softer loans e.g. loans from
employer. But these loans carry a restricted size. In this
context, the households may prefer to borow from two or multiple
sources of formal finance. The acceptence of multiple mortgage
is now allowed subject to the consent of first lender. However,
in practice, this has not been widely accepted by banks and
HFI’s. Hence the acceptance of second or multiple mortgage needs

to be encouraged.

6.14 At a time when the number housing finance institutions

(HFI’s) is likely to witness a sharp increase in near future the
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mode of multiple mortage assumes more importance. In a bid to
make efforts in this direction, NHB can under its refinancing
schemes allow the acceptance of multiple mortage by banks and
HFI’s. In this regard, the "consortium lendings" should be
institutionalised and directions in this behalf can come from NHB

itself.

6.15 There are, of course, several other additional facts that
have also to be taken into account in formulating and shaping
future housing finance pelicies. One such fact 1is the pre-
eminence of savings which constitute the single largest share
and account for nearly 55 per cent of investments in housing.
Such potential among the urban households can be channeled into
the housing sector. In view of this, the schemes that are
designed to link savings with housing loans need to be re-

examined.

6.16 Last few years have witnessed the commencement of several
schemes aimed at mobilising savings from prospective buyers.
NHB’s Home Loan Account Scheme (HLA) is the most prominent among
them. Implemented through scheduled commercial banks and other
housing finance institutions, it provides housing loans in
multiple of accumulated savings which are based upon contractual
depeosits. Besides this, HLA also provides a preferential
allotment under the schemes financed by NHB and a variety of tax
incentives on the deposits made by the members of scheme.
However, the HLA scheme requires corrective steps to be taken in

three major areas:
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(a) In the 1light of recent amendments in the interest rate-
structure by RBI, the HLA is no more an attractive
instrument for savings, particularly for those who do not
expect tax concessions. Hence, the rate structure of the

HLA scheme should be re-examined.

(b) HLA does not have the attraction to accommodate the
accumulated household savings. As this survey shows, there
exists a large potential of such savings which needs to be
suitably mobilised and raised for increasing the liquidity
of housing finance system. In this regard, the HLA should
be suitably modified to attract a larger amount of household

savings.

(c) HLA does not address to the immediate and short-term housing
needs of its members who have to save for at least five
years to obtain the housing loan. However, this period has
been reduced to three years for the dwelling units obtained
under the schemes financed by NHB. Owing to the fact that
such schemes form only a small proportion of total land
development and shelter projects in the country, this
concession should be extended to those also who intend to
obtain a dwelling unit under the schemes launched by other

public sector agencies and private sector developers.

6.17 Yet another aspect of this study which deserves a proper
recognition is the fact that the investments in housing by nearly
80 per cent of the households are lower than the minimum

requirements to produce a house acceptable as per formal
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standards. This type of investment, particularly by low income
households, leads to a poor quality housing. This calls for a
larger flow of funds for housing upgradation. In view of such a
high level of requirements for upgradation, the HLA facility
should also be extended to the house owners who are willing to
improve their housing conditions. This will also widen the scope

of the HLA scheme.

6.18 The requirements for house upgradation vary from one income
group to other. As this survey shows, the low income households
in most cases have illegal or unauthorised possession of land.
This implies a poor level of land servicing and shelter
structure. Hence the low-income households require the
assistance for legal land title, improvement of services and
structural upgradation. In view of the fact that these
households have the problem of verifiable and regular income and
acceptable collateral, assistance to them may be extended with
the help of voluntary agencies who can motivate the households to
form groups/co-operatives to act as an intermediary link
institution to extend formal finance to hitherto ineligible
segment of households. While doing so, simultaneous efforts are

needed to solve the problem of insecured land tenure.

6.19 Low investments by middle and high income groups who
normally have secured land tenure indicate that they require
additional finance for size-extension or addition and alteration
of existing dwellings. These requirements are important in order

to ensure optimum utilisation of the available space for housing.
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The NHB’s refinancing for upgradation is subject to a ceiling of
Rs.30,000. Keeping in view the high cost of construction, there

is a need to revise this ceiling upwards.

6.20 Thus, there is an urgent need in the country to sharpen and
modify the existing housing finance policies. There is,
simultaneously, a need to finance housing upgradation. These
aspects call for efforts on account of making the land available
for housing and granting the title of land to low-income
households. Unless these steps are taken, the distortions in the

housing market will remain unchanged.
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Table A:1

Distribution of Households as per Annual Household (HH) Income

Annual HH House Area Types
INcomE RANEZEX - = memsesmsscc s e e e am me e e m s e e e e e e S e e
(Rs.) High Middle Low EWS/ All
Income Income Income Slums
Upto 8400 - 8 129 350 487
(2.0) (21.5) (43.8) (24.4)
8401-18000 4 21 273 352 650
(2.0) (5.2) (45.5) (44.0) (32.5)
18001-30000 30 83 127 78 318
(15.0) (20.8) (21.2) (9.8) (15.9)
30001 and above 166 288 71 20 545
(83.0) (72.0) (11.8) (2.2) (27.2)
Total 200 400 600 800 2000
(100.0) (100.0) (100.0) (100.0) (100.0)
* As per Planning Commission norms for 7th Plan (1985-90) the

households having annual income upto Rs.8400 are considered
economically weaker section, from Rs. 8400 to 18000 as low
income, from Rs. 18000 to Rs. 30000 as middle income and Rs.
30000 and above as high income.
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Table A:2

Distribution of Households as per the Occupations
of their Head

Nature of Employment Number of Households y 4

Formal sector

employment 1396 70

Informal Sector 604 30

All 2000 100
Table A:3

Distribution of Households as per their
Land Tenurial Status

Type of land Number of households %
tenure

Secured 1117 56
Insecured 883 44
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Annex B

Extent of Informal Finance and
Levels of Investment
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Table B:1

Extent of Informal Finance

Extent of (%) No. of Per cent of Cumulative
Informal finance households total sample percentage
5+ 1208 64.9 6.9
50-75 233 11.7 76.6

25.50 288 14.4 o

<25 181 9 100
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Table B:2

Extent of Informal Finance* according to the
Income Status of Households

Extent of Annual Income Range (Rs.)
Inforgadl |  ——eereeseseememsess e S e S S S e e
Finance 30000+ 18001~ 8401- Upto 8400 All
30000 18000
a b a b a b a b a b
75+ 196.0 36.0 157.0 49.4 494.0 76.0 451.0 92.6 1298.0
(36.0) (49.4) (76.0) (92.6) (64.9)
50-75 135.0 60.8 55.0 66.7 26.0 80.0 17.0 96.1 233.0
(24.8) (17.3) (4.0) (134 5) (11.7)
25-50 155.0 89.2 61.0 85.9 65.0 90.0 7.0 97.5 288.0
(28.4) (19.2) (10.0) (1:.4) (14.4)
25 59.0 100.0 45.0 100.0 65.0 100.0 12.0 100.0 181.0
(10.8) (14.1) (10.0) (2.5 (9.1)
Total 545.0 100.0 318.0 100.0 650.0 100.0 487.0 100.0 2000 100.0
(100.0) (100.0) (100.0) (100.0) (100.0)
a = Number of households
b = Cumulative percentage
* = Informal Finance include the savings and informal credit.
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Table B:3

Extent of Informal Finance as per Nature of Employment

Extent of Informal Nature of Employment All
Finance (%) @ = =  ———————mmmmmmmmm e
Formal Sector Informal Sector

75+ 776.0 522.0 1298.0

(55.6) (86.4) (64.9)

50-75 209.0 24,0 233.0

(15.0) (4.0) (11.7)

25-50 277.0 11.0 288.0

(19.8) (1.8) (14.4)

<25 134.0 47.0 181.0

(9.6) (7.8) (9.0)

Total 1396.0 604.0 2000.0
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Extent of Informal Nature of Employment All

Finiance () = —oNoorosssmmsosmgmmmmmmmmnm
Informal Sector
75+ 522.0 1298.0
(86.4) (64.9)
50-75 24.0 233.0
(4.0) (11:7)
25-50 11.0 288.0
(1.8) (14.4)
¢25 47.0 181.0
(7:8) (9.0)
Total '604.0 2000.0
(100.0) (100.0)
et
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Table B:4

Extent of Informal Finance as Per Type of Land Tenure

Extent of Informal Type of Land Title All
Finanpig (8] 2 = 2 e oeRee e e
Secured Insecured
a b a b
75+ 470.0 42.0 828.0 94.0 1298.0
(42.0) (94.0) (64.9)
50-75 213.0 61.0 20.0 96.3 233.0
(19.0) (2.3) (11.7)
25-50 267.0 84.9 21.0 98.7 288.0
(23.9) (2.4) (14.4)
<25 169.0 100.0 12.0 100.0 181.0
(15.1) (1.3 (9.0)
Total 1119.0 881.0 2000.0
(100.0) (100.0) (100.0)
a = No. of households

o
1]

Cumulative percentage
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Table B:5

Extent of Informal Finance as Per Housing Area Types

Extent of Housing Area Types
INforEil - —mmmmemmescs eSS S S e S e S
Finance High Income Middle Income Low Income EWS/Slums
() & e e e s e i
a b a b a b a b
75+ 52.0 26.0 178.0 44.5 370.0 61.7 698.0 87.3
(26.0) (44.5) (61.7) (87.3)
50-75 50.0 51.0 102.0 70.0 66.0 T72.7 15.0 89.2
(25.0) (25.5) (11.0) (1.9)
25-50 68.0 85.0 94,0 93.5 105.0 90.2 21.0 91.8
(34.0) (23.5) {(17.5) (2.6) (2.6)
<25 30.0 100.0 26.0 100.0 59.0 100.0 66.0 100.0
(15.0) (6.5) (9.8) (8.2)
Total 200.0 - 400.0 - 600.0 - 800.0
(100.0) (100.0) (100.0) (100.0)
a = No. of households

o
"

Cumulative Percentage
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Table B:6

Level of Investment in Housing according to the Extent
of Informal Finance

Level of%* Extent of Informal Financing (%)
Investment., —  So—m—smee e e S e S m S mm R
75+ 50-75 25-50 <25 All
A B A B A B A B A B
<10 months 662.0 51.0 8.0 3.4 2T.0 9.4 68.0 37.6 765.0 38.3
(51.0) (3.4) (9.4) (37.6) (38.3)
10-20 188.0 65.5 36.0 18.9 76.0 35.8 51.0 65.8 351.0 55.9
(14.5) (15.5) (26.4) (28.2) (17.6)
20-30 119.0 T74.7 34,0 33.5 46.0 51.8 16.0 74.6 215.0 66.7
(9.2) (14.6) (16.0) (8.8) (10.8)
30-40 119.0 83.9 53.0 56.2 59.0 72.3 15.0 82.9 246.0 79.0
(9.2) (22.7) (20.5) (3.3) (12.3)
40+ 210.0 100.0 102.0 100.0 80.0 100.0 31.0 100.0 423.0 100.0
(16.1) (43.8) (27. T) (17.1) (21.0)
All 1289.0 233.0 288.0 181.0 2000.0
(100.0) (100.0) (100.0) (100.0) (100.0)
* = Housing Costs as equivalent to monthly household Income Range.
A = No. of households
B = Cumulative Percentage



Level of
Investment

<10 months

HH Income

10-20

20-30

30-40
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Table B:7

Levels of Investment in Housing according to the
Housing Area Types

High Middle Low EWS/ All
Income Income Income Slum
a b a b a b a b a b
- - 7.0 7.8 130.0 21.7 628.0 78.5 765.0 33.3

7.0 3.5 36.0 10.8 186.0 52.7 122.0 93.8 351.0 55.9
(3.5) (9.0) (31.0) {15.3) (17.6)

27.0 17.0 73.0 21.1 88.0 67.4 27.0 97.2 215.0 66.7
{13.5) (18.3) (14.7) (3.4) (10.8)

51.0 42.5 106.0 47.6 76.0 80.0 13.0 98.8 246.0 79.0
{25.5) (26.5) (12.6) {1.5) {12.3)

115.0 100.0 78.0 100.0 120.0 100.0 10.0 100.0 423.0 100.0
{57.5) (44.5) (20.0) (1.2) (21.0)

HH = Household

a = No. of households

b = Cumulative percentage
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Table B:8

Investment Pattern in Housing as per Housing Area Types

Investment Housing Area Type
(In R8.) = —ommmmmcmmcm s e e e e e e s
High Middle Low EWS/ All
Income Income Income Slum
Upto 10,000 = - 1270 675.0 802.0
(21.2) (84.4) (40.1)
10,000-20,000 - - 81.0 90.0 175.0
(13.5) (11.8) (8.8)
20,000-50,000 - 6.0 264.0 31.0 299.0
{(1.5) (44.0) (3.8) (15.0)
50,000-1,00,000 9 117.0 101.0 - 229.0
(4.5) (29.3) (16.8) (11.5)
1,00,000- 55.0 137.0 21.0 - 213.0
1,50,000 (27.5) (34.2) (3.5) (10.7)
1,50,0000 - 55.0 88.0 6.0 - 148.0
2,00,000 (27.0) (22.0) (1.0) (7.4)
More than 82.0 52.0 - - 134.0
2,00,000 (41.0) (13.0) (6.5)
All 200.0 400.0 600.0 800.0 2000.0

(100.0) (100.0) (100.0) (100.0) (100.0)



ANNEX C

Town-wise Tables



Town-wise Tables : Burdwan
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Table 1 (Burdwan)

Sample Size

R —————— PPV Dt E R et

Housing area type Number of sampled households
High-Income 50
Middle Income 100
Low-Income 150
Slums and Economically 200

Weaker Section
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Table 2 (Burdwan)

Degree of Dependence of Sampled Households on
Different Sources of Housing Finance

———————— —————— — — . S T T —— T ———

Constituents Households Magnitude of Investment
Number % by Source (Rs. in 000’)
Savings only 52 10 Savings 1465
Formal & savings 97 19 a. Savings 2890
b. Formal 3152
sources
Informal & savings 210 43 a. Savings 3473
b. Informal 1068
Formal, informal 141 28 a. Savings 6552
& savings b. Formal 11288
c. Informal 6641
All 500 100.0 a. Savings 14380 (44.5)
b. Formal 14440 (44.5)
credit
c. Informal 3489 (11.0)
credit

d. Total 32309 (100.0%)
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Table 3 (Burdwan)

Share of the Various Sources in Housing Finance

Foyﬂgl Sources 14440 44.7
a. Provident fund and employer 9090 28.1
b. Banks and others 3476 10.8
c. Specialised HF agencies 1874 5.8

Informal Sources 17869 55.3
a. Savings ) 14380 44.5

i. Cash savings 8665 26.8
ii. Liquidation of assets 5715 17.7
b. Loans from friends and relation 2993 9.3
c. Loans from indigeneous bankers 496 1.5
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Table 4 (Burdwan)

Degree of Dependence on the Major Sources of Housing
Finance by Income Categories of Households

Annual Number of households by major Total
income sources of housing finance
groups (R8.,)  ——————mmccmecccccmcm— e s e ————
Own Own Own Mix of own
savings savings savings savings and
and and formal and

informal informal informal
sources sources sources

Upto Rs. 8400 37 24 9 5 75
(15)
8401-18000 10 161 14 34 219
(44)
18001-30000 2 23 28 43 96
(19)
More than 3 2 46 59 110
30000 (22)
Total 52 210 97 141 500
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Table 5 (Burdwan)

Levels and Composition of Housing Investments

Income level of Amount of investment by sources (Rs.)
households (R8.) = = =——===m--—==ss—-———-oosmssoosoomosssssmmmmm

Savings Informal Formal Average
Upto 8400 6833 800 393 8026
8401-18000 16821 3124 5826 25771
18001-30000 32302 5208 33552 71062
More than 64572 20001 90345 174918
30,000



Levele of Investsent according to Annnal Income Range
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Table § (Burdwan)

Level of

Investpent =-----------

(10 Months

10 - 20

20 -10

30 -4

Annual Income Range (Bs.)

Opto 8,400

30,000 + 18,001-30,000 8,401-18000 All
] b 2 b i b 3 b 2 b
- - 2 22.9 183 83.6 9 5.0 ML 48.8
(22.9) (83.6) (52.0) (48.8)
- - - - 20 9.7 T 6.3 2 542
(9.1) (9.3) {5.4]
15 13.6 1 26.0 1 93.5 6 69.3 25 59.2
(13.6) (3.1) (0.5) (8.0) (5.0)
Iy 56.3 16 .1 § 95,5 10 82.6 78 4.6
(42.7) (16.7) (2.3) (13.3) (15.6)
18 100.0 55 100.0 10 100.0 13 100.0 126 100.0
(43.7) (51.3) (4.5) (17.4) (25.2)
110 - 96 - 219 - 15 - 00 -
(100.0) (100.0) (100.0) (100.0) (100.0)
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Table 7 (Burdwan)

Levels of Investment according to the Nature of Employment
(Reference Period : 1984-85)

Level of investment Formal Informal All
< 10 - months 194 50 244
(45.3) (69.4) (48.8)
10 - 20 15 12 27
(3.5) (16.7) (5.4)
20 - 30 21 4 25
(4.9) (5.6) (5.0)
30 - 40 78 = 78
(18.2) (15.6)
40 + 120 3 126
(28.1) (8.3) (25.2)



Table 8 (Burdwan)

Levels of Investment according to the Land Tenure

Level of Type of Land Tenure
Investment  —=mmm—mrmemcdedce s esssmass s de S s s s e s e
Secure Insecure All
a b a b a b
< 10 Months 109 31.1 135 90.0 244 48.8
(31.1) (90.0) (48.8)
10 - 20 14 35.1 13 98.7 27 54,2
(4.0) (8.7) (5.4)
20 - 30 23 41.7 2 100.0 25 59.2
(6.6) (1.3) (5.0)
30 - 40 78 64 - - 78 74.8
(22.3) (15.6)
40 + 126 100 - - 126 100.0
(36.0) (25.2)
Total 350 - 150 - 500 -
(100.0) (100.0) (100.0)
a = No. of House holds
b = Cumulative percentages
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Table 9 (Burdwan)

Composition of Rate of Interest

Rate of
interest

(%)

Housing Commer
Finance Banks

Instit- others
utions

Un-
specified

e 14
15 -
95 40
110 54

mal credit
cial Employers All
and and
others
- 14
54 54
- 15
20 155
74 238

Friends Indige- All
and neous
relatives bankers
128 - 128
3| - 1
- 1 1
41 1 42
5 174 179
175 176 351
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Table 10 (Burdwan)

Distribution of Households having Housing Loans according
to their Size of Income and Rate of Interest

Rate of Size of HH income (Rs. per annum) All
infergf semeeeeersescccsesEssREESNRE S

(%) Upto 8401- 18001- 30001 and

8400 18000 30000 above

Unspecified 27 53 22 26 128
Informal Credit
upto 1 p.m. - 1 - - 1
1-2 - 1 - - 1
2 -3 2 22 14 4 42
above 3 - 118 30 31 179
All 29 195 66 61 351

Formal Credit

upto 4 p.a. 14 - - = 14
4 - 6 = - - - -
6 -9 = 32 15 7 54
9 - 12 - 2 9 4 15
12 - 18 = 14 47 94 155
All 14 48 71 105 238
p.m. Per month

p.a Per annum
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Table 11 (Burdwan)

Composition of Repayment Period for the Housing Loans

Repayment Formal credit Informal credit

period =  —mmmmmmmmmmeem e oo o o—osemmmSSSSms o mSmee e
Housing Commercial Employers All Friends Indige- All
Finance Banks and and and neous
Instit- others others relatives bankers
utions

Unspecified - - - - 124 - 124

Upto - - — - 21 130 151

6 months

6 months - - - - - 27 17 44

1 year

1-3 years - - - - 3 29 32

3-7 years - = = - - - —

7-10 years 98 48 - 146

Above 12 6 74 92

10 years



Sources of
household
loans

Informal
only

Formal and
savings

Formal and
Informal
and savings
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Table 12 (Burdwan)
Income Status of the Borrowers

(Percent)

Upto 8400 840-18,000 18,001- Above Total
30,000 30,000

61 171 25 5 262
(23.0) (65.0) (10.0)  (2.0)  (100.0)

9 14 28 46 97
(9.0) (14.0) (29.0) (47.0)  (100.0)

5 34 43 59 141
(4.0) (24.0) (30.0) (42.0) (100.0)
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Table 13 (Burdwan)

Employment Status of Borrowers

Sources of Informal sector Formal sector Total
household employment employment

loans

Informal 48 214 262
only (18.3) (81.7) (100.0)
Formal and 10 87 97
savings (10.3) (89.7) (100.0)
Formal and

Informal 14 127 141
and savings { 9.9) (90.1) (100.0)
All 72 428 100
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Table 14 (Burdwan)

Tenurial Status of the Borrowers

Sources of Number and proportion of houseowners
household according to the land tenure
loans = mmeemee e e e mmmm e oo —e e mom——s oS SSsmems oS seses
Insecure Secure Total
Informal 136 126 262
only (52.0) (48.0) (100.0)
Formal and - 97 97
savings - (100.0) (100.0)
Formal and
Informal 10 131 141
and savings ( 7.0) (93.0) (100.0)
All 146 354 500



T G

Table 15 (Burdwan)

Reasons for Seeking Housing Loans from Informal Sources¥

Reasons No. of borrowers % of borrowers from
informal market**

Easy accessibility 341 97
Quick processing 320 91
Flexible terms

and conditions 297 85
Flexible collateral 351 100

* Multiple responses

% In all 351 households borrowed form informal market.
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Table 16 (Burdwan)

Reasons for Seeking Housing Loans from Formal Sources¥*

Reasons No. of borrowers % of borrowers from
formal market*x*

Easy accessibility 86 38
Quick processing 81 34

Relatively lower
rate of interest 228 96

Relatively longer
repayment period 230 97

Facility provided
by employer 74 31

* Multiple responses

** In all 238 households borrowed form formal sources.
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Table 17 (Burdwan)

Distribution of Households according to the Household Income

Annual Income Housing Area Types
Range = = =  —--m-ssssssssosssossooossosmsoosommomsmmsmsssommemmT
(Rs.) High Middle Low EWS*/Slums All
Income Income Income
30,000 + 41 52 17 - 110
(82.0) (52.0) {11,3) (22.0)
18,001 - 9 40 39 8 96
30,000 (18.0) (40.0) (26.0) (4.0) (19.2)
8,401 - - 7 73 139 219
18,000 (7.0) (48.7) (69.5) (43.8)
<8,400 - 1 21 53 75
(1.0) (14.0) (26.5) (15.0)
Total 50 100 150 200 500
(100.0) (100.0) (100.0) (100.0) (100.0)

* EWS = Economically weaker section.



Table 18 (Burdwan)

Distribution of Households as per the Occupations of their Head

Occupation No. of households %
Formal sector employment 428 86
Informal sector employment 72 14
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Table 19 (Burdwan)

Distribution of Households as per their Land Tenurial Status

Type of land tenure No. of households %
Secure 354 71
Insecure 146 39
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Table 20 (Burdwan)

Extent of Informal Finance

Extent of (%) No. of Percentage of Cumulative
informal finance¥ households total sample percentage
75 + 312 62.4 62.4
50 - 75 76 15..2 7746
25 - 50 90 18.0 95.6

< 25 22 4.4 100
Total 500 100 -

* Informal Finance as % of total investment in housing.
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Table 21 (Burdwan)

Extent of Informal Finance as per Annual Household Income

Extent of Annual (Household) Income Range (Rs.)
Informal ———————m—mm o
Financing 30,000 + 18,001-30,000 8,401-18,000 upto 8,400 All
a b a b a b a b
75 + 18 16.4 34 35.4 186 84.9 74 98.7 312
(16.4) (35.4) (84.9) (98.7) (62.4)
50-75 39 51.9 31 67.7 6 87.6 - - 76
(36.5) (32.3) (2.7) (15.2)
25-50 47 94.6 23 91.7 19 96.3 1 100 90
(42.7) (24.0) (8.7) (1.3) (18.0)
<25 6 100 8 100 8 100 - - 22
(5.4) (8.3) (3.7} (4.4)
Total 110 - 96 - 219 - 75 - 500
(100.0) (100.0) (100.0) (100.0) (100.0)
a = No. of households
b = Cumulative percentage
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Table 22 (Burdwan)

Extent of Informal Finance as per Nature of Employment

Extent of informal Nature of Employment All
finance (%) = = —==mmmmmmmmmee
Formal sector Informal sector
75 + 244 68 312
{57.0) (94.4) (62.4)
50-75 73 3 76
(17.1) (4.2) {15.2)
25-50 90 - 90
(21.0) (18.0)
<25 21 1 22
(4.9) (1.4) (4.4)
Total 428 72 500
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Table 23 (Burdwan)

Extent of Informal Finance as per Type of Land Tenure

Extent of Type of Land Tenure All
informal =~ -
finance Secure Unsecure
(%) a b a b
75 + 179 50.6 133 91.1 312
(50.86) (91.1) (62.4)
50 - 75 76 72.1 - - 76
(21.5) (15.2)
25-50 82 95.3 8 96.6 90
(23.2) (5.5) (18.0)
< 25 17 100 5 100 22
(4.7) (3.4) (4.4)
Total 354 - 146 - 500
(100.0) (100.0) (100.)
a = No. of households.
b = Cumulative percentage.
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Table 24 (Burdwan)

Extent of Informal Financing as per Housing Area Types

Extent of Housing Area Type

informal  ——————m

finance High Income Middle Income Low Income EWS/Slums

a b a b a b a b

75 + 6 12 32 32 97 64.7 177 88.5
(12.0) (32.0) (64.7) (88.5)

50 - 75 18 48 33 65 24 80.7 1 89.0
(36.0) (33.0) (16.0) (0.5)

25 - 50 20 88 30 95 25 97.4 15 96.5
(40.0) (30.0) (16.7) {T.sh)

¢ 25 6 100 5 100 4 100 7 100
(12.0) (5.0) (2.6) (3.5)

Total 50 - 100 - 150 - 200 -
(100.0) (100.0) (100.0) (100.0)

a = No. of House holds
b = Cumulative percentage.
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Table 25 (Burdwan)
Level of Investeent in Housing according to the
Extent of Inforeal Finance
tevel of Extent of Informal Pinance (%)
investuent mmeemeemeecmee s
Tht 50-15 25-50 (25 All
A B A B A B A B A B
<10 Months 225 2.1 - - 1 12.2 8 3.4 244 .8
(72.1) (12.2) (36.4) (48.9)
10-20 2 19.5 1 1.3 3 15.5 - - a7 5.2
{1.4) (1.3) (3.3) (5.4)
20-30 g 814 § 9.2 4 25,5 i 54.6 25 §9.2
(1.9) (1.9) (10.0) (18.2) (5.0}
30-40 2 8.5 M B0 2% 4.4 2 8.1 8 7.8
(1.1) (36.9) (28.9) {9.1) (15.8)
40+ ¥ 100.0 i 10,0 41 100.0 8 100.0 126 100.0
(11.5) (54.0) (45.8) (36.3) (25.2)
Total 312 - 76 - 90 - 2 - 500 -
(100.0) {100.0) (100.0) (100.0) (100.0)

t  Housing costs as equivalant to wonthly household incomes.

L = Hugber of house holdst
B = Cumulative percentage



Table 26 (Burdwan)

Level of Investment in Housing according to the
Housing Area Types

Level of Housing Area Type
lnvestment  cmmmmeeee e Total
figh Incore Hiddle Income Low Tncome E§S/8 uns
A B ) B A B A B A B
(10 Konths - - - - M 467 17 8.0 1T N
A Income (46.7) (87.0) (48.8)
10-120 - - - - T LN 2 9.5 i L2
(2.7) (11.5) (5.4)
20 - 30 4 8.0 12 12.0 6 534 3 100.0 % 5.2
(8.0) (12.0) (4.0} (1.5) (5.0
30 - 40 19 £6.0 15 .0 M f9d - - 8
(38.0) (35.0) (16.0) (15.6)
40+ 21000 5 100.0 6 100.0 - - 126 100.0
(54.0) (53.0) (30.6) (25.2)
Total 50 - 100 - 150 - 200 - 500 -
(100.0) (100.0) (100.0) (100.0) 100.0)
0 = Household
£ = No. of households
B = Cumulative percentages
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Table 27 (Burdwan)

Investment Pattern in Housing as Per Housing Area Types

Investment Housing Area Types
(RSI) ________________________________________________
High Middle Low EWS*/Slums All
Income Income Income
Upto - - 74 180 254
10,000 (49.3) (90.0) (50.8)
10,000 - - - - 19 19
20,000 (9.5) (3.8)
20,000 - - 1 11 1 13
50,000 (1.0) (7.3) {0.5) {2.6)
50,000 - 1 30 40 - 71
1,00,000 (2.0) (30.0) (26.7) (14.2)
1,00,000 - 9 44 20 - 73
1,50,000 (18.0) (44.0) (13.3) (14.86)
1,50,000 - 32 23 5 - 60
More then 8 2 ~ - 10
2,00,000 (16.0) (2.0) (2.0)
All 50 100 150 200 500
(100.0) (100.0) (100.0) (100.0) (100.0)

¥ = Economically weaker section.



Town-wise Tables: Cochin
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Table 1 (Cochin)

Sample Size

Housing area type Number of sampled
households
High-Income 50
Middle-Income 100
Low-Income 150

Slums and Economically
Weaker Section 200
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Table 2 (Cochin)

Degree of Dependence of Sampled Households on
Different Sources of Housing Finance

Constituents Households Magnitude of Investment
————————————— by source (Rs.in 000’)
Number %
Saving only 85 17 Saving 4681
Formal & savings 189 38 a) Savings 10984
b) Formal
sources 10756
Informal & savings 134 27 a) Savings 1843
b) Informal 822
Formal, Informal a) Savings 3002
& savings 92 18 b) Formal 2775

¢) Informal 1060

All 500 100.0 a) Savings 20510 (57.0)
b) Formal
credit 13531 (37.0)
c) Informal
credit 1882 (6.0)
d) Total 35923 (100.0)



-95-

Table 3 (Cochin)

Share of the Various Sources in Housing Finance

Sources Amount Percentage

Formal Sources 13531 37.7
a) Provident Fund and Employer 1821 5.0
b) Banks and others 2292 6.3
c) Specialised HF Agencies 9418 26.4
Informal Sources 22392 62.0
a) Savings 20510 57.0
i) Cash savings 14679 40.8
ii) Liquidation of assets 5831 16.2
b) Loans from Friends and Relations 1641 4.5
c) Loans from Indigeneous Bankers 241 0.7
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Table 4 (Cochin)

Degree of Dependence on the Major Sources of Housing Finance
by Income Categories of Households

Annual Number of households by major sources Total
income of housing finance
groups (RS.)  ===m e e
Own Own Own Mix of own
savings savings savings savings and
and and formal and

informal formal informal
sources sources sources

Upto

Rs. 8400 11 53 28 49 141
(28.2)

8401-18000 7 71 14 24 116
(23.2)

18001-30000 6 8 46 9 69
(13.8)

More than

30000 61 2 101 10 174
(34.8)

Total 85 134 189 92 500

(17.0) (26.8) (37.8) (18.4) (100.0)
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Table 5 (Cochin)

Levels and Composition of Housing Investments

Income level of Amount of investment by sources (Rs.)
households (Rs.) ————=mmmmmm o
Savings Informal Formal Average

Upto 8400 11985 1765 7093 20843
8401-18000 13000 3431 10344 26775
18001-30000 23463 4405 41885 69753
More than

30000 90189 5350 48512 144051
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Table 6 (Cochin)

Level of Investment in Housing according to the Anmual Income Range

Level of Annual (Household) Income Range (Rs.)
L L B —
30,000+ 18,001-30,000 8,401-18,000 upto 8,400 All
a b 2 b a b a b a b

(10 months 3% 20.1 1 10.1 57 9.1 8 667 193 8.6
(20.1) (10.1} (49.1) (66.7) (38.6)

10-20 60 f6 T 9.2 ki 7.0 89 19 68
(34.5) (39.1) (25.9) (22.1) (20.9)

20-30 35 wr oo §3.7 12 85.3 I 9.5 60 80.4
(20.1) (14.5) (10.3) (2.1) (12.0)

30-40 28 89.8 § 10.9 b 40,5 - - 8.8
(14,9) (1.2) (5.2) (1.4]

40+ 18 100 2100 1100 12100 §1 100
(10.4) (29.1) (3.5) (8.5) (12.2)

Total m - §9 - s - ur - 500 -
{100.0) (100.0) (100.0) (100.0) (100.0)
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Table 7 (Cochin)

Levels of Investment According to the Nature of Employment

Level of Investment Formal Informal All
< 10 months 47 146 193
(15.4) (74.9) (38.6)
10 - 20 120 29 149
(39.3) (14.9) (29.8)
20 - 30 53 7 60
(17.4) (3.6) (12.0)
30 - 40 33 4 37
(10.8) (2.1) (7.4)
40 + 52 9
(17.1) (4.5) (12.2)
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Table 8 (Cochin)

Level of Investment according to the Land Tenure in Cochin

Level of Type of Land Tenure
Investment -------—-————-——————————————————
Secure Insecure All
a b a b a b
<10 months 79 21.9 114 82.0 193 38.6
(21.9) (82.0) (38.6)
10-20 127 571 22 97.8 149 68.4
(35.2) (15.8) (29.8)
20-30 58 73:2 2 99,2 60 80.4
(16.1) (1.4) (12.0)
30-40 37 83.4 - - 37 87.8
(10.2) (7.4)
40+ 60 100 1 100 61 100
(16.6) (0.8) (12.2)
Total 136 - 139 - 500 -
(100.0) (100.0) (100.0)
A = No. of House holds

o]
i

Cumulative percentage
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Table 9 {Cochin)

Composition of Rate of Interest

Bate of interest() Forpal credit Inforeal credit

fousing Commercial Elplayer ‘;ii- ";;;;;&;';;é"";;&;;;;;;;;'"‘;ii'

finance banks and and others Belatives  bankers

others

- m - om
Honthly
Uptel 3 - 3
L=t . 4 4
2-1 7 L 11
Above 3 1 0 101
Annual
Op to 4 (1l 18 - 16
L-6 - - - -
-9 23 = 4 86
§-12 i3 2 * 66
12-18 3 0 13 113

All 139 6 §6 281 188 18 225
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Table 10 (Cochin)

Distribution of Households having Housing Loans
according to their size of Income and Rate of Interest

Rate of Size of HH income (Rs. per annum)
intereat (X)) @@ e e e e e
Up to 8401- 18001 - 300001 and All
8400 18000 30000 above
Unspecified G R e NN Tk
Informal credit
Up to 1 p.m. - 5 - - 3
Ly=gd it 3 = = 4
2 -3 3 13 1 3 11
Above 3 B 49 — 6 101
e . N B Sl s e R
Formal credit
Up to 4 p.a 34 2 - - 36
4 -6 - - - - -
6§ -9 43 10 13 = 66
9 - 12 - 26 19 21 66
12 - 18 = = 23 90 113
R e R D iy 201

p.m. per month

pP-a. per annum
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Table 11 (Cochin)

Composition of Repayment Period for the Housing Loans

Repayment Period Forzal credit Inforeal credit

Bousing Commercial Employer All Friends and Indigeneous All
finance banks and  and others Belatives  bankers
agencies others

Unspecified 152 " 152
Op to 6 sonths 20 1) i
6 monthe - 1 year 8 13 3
1 -1 years 8 1 g
3 -7 years

T - 10 years 125 il - 199

Above 10 years i 12 §6 82




Sources of
household
loans

Informal
only

Formal and
savings

Formal and
Informal
and savings
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Table 12 (Cochin)

Income Status of the Borrowers

Upto 8400 8401-18,000 18,001- Above Total
30,000 30,000

64 78 14 63 219
(29.0) (36.0) (6.0) (29.0) (100.0)
28 14 46 101 189
{15.0) (7.0) {25.0) (53.0) (100.0)
49 24 9 10 92
(53.0) (26.0) (10.0) (11.0) (100.0)
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Table 13 (Cochin)

Employment Status of Borrowers

Sources of Informal sector Formal sector Total

household employment employment

loans

Informal

only 166 53 219
(75.8) (24.2) (100)

Formal and

savings 5 184 189
(2.7) (97.3) (100)

Formal and

Informal

and savings 24 68 92
(26.0) (74.0) (100)

All 195 305 500
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Table 14 (Cochin)

Tenurial Status of the Borrowers

Sources of Number and proportion of houseowners
household according to the land tenure
loans 0@
Insecured Secured Total
Informal
only 131 88 219
(60) (40) (100)
Formal and
savings - 189 189
(100) (100)
Formal and
Informal
and savings 8 86 92
{9) (91)
All 139 361 500



e L

Table 15 (Cochin)

Reasons for Seeking Housing Loans from Informal Sources*

Reasons No. of borrowers % of borrowers from
informal market**

Easy accessibility 226 100
Quick processing 175 77
Flexible terms

and conditions 93 41
Flexible collateral 226 100

*  Multiple responses

¥¥ In all 226 households borrowed form informal market.
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Table 16 (Cochin)

Reasons for Seeking Housing Loans from Formal Sources*

Reasons No. of borrowers % of borrowers from
formal market**

Easy accesgsibility 45 16
Quick processing 72 26

Relatively lower
rate of interest 270 96

Relatively longer
repayment period 280 99

Facility provided
by employer 56 20

* Multiple responses

** In all 281 households borrowed form formal sources.
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Table 17 {Cochin)

Distribution of Households according to the Household Income

Annual Housing Area Type
B reiol - A i e e e e e e
Range (Rs.) High Middle Low EWS*x/ All
Income Income Income Slums
30,000+ 43 78 49 4 174
(86.0) (78.0) (32.7) (2.0) (34.8)
18,001-
30,000 5 7 46 11 69
(10.0) (7.0) (30.7) (5.:5) (13.8)
8,401- 2 8 50 56 116
18,000 (4.0) (8.0) (33.3) (28.0) (23.2)
Upto - 7 5 129 141
8,400 (7.0) (3.3) (64.5) (28.2)
Total 50 100 150 200 500
(100.0) (100.0) (100.0) (100.0) (100.0)

¥ EWS = Economically Weaker Section
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Table 18 (Cochin)

Distribution of Sampled Households as per the
Occupation of Their Head

Formal Sector
Employment 305 61

Informal Sector
Employment 195 39

All 500 100
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Table 19 (Cochin)

Distribution of Sampled Household as per
Their Land Tenurial Status

Type of Land Tenure No. of households %
Secured 361 72
Insecured 139 28

All 500 100
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Table 20 (Cochin)

Extent of Infermal Financing

*Extent of (%) No. of Percentage of Commulative
Informal households Total Sample Percentage
Finance

75+ 200 40.0 40.0
50-75 64 12.8 52.8
25-50 116 23.2 76.0
<25 120 24.0 100.0
Total 500 100 -

* Informal Finance as ¥ of total investments in housing.
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table 21 {Cochin)

Extent of Inforeal Finance as per Annual Household Income

Extent of tnnual (Household) Income Range (Rs.) All
IlOtRA] memmmmemmeesesm e e e e
30,000+ 18,000-30,000 8,400-18,000 ¢ 8,400
a b a b a b 8 b
75+ 15 25,0 1 10,1 u 20.7 12 87.9 200
(25.9) (10.1) (20.7) (87.9) (40.0)
50-75 {5 51.8 8 2.8 { .1 1 92.9 b4
(25.9) {11.6) (3.4) (5.0) (12.8)
25-50 M 82.8 26 59.4 15 .3 1 93.6 116
(31.0) (31.7) (30.2) (0.7 (23.2)
2 30 100 28 100 53 100 4 100 120
(17.2) (40.86) (45.7) (6.4) (24.0)
Total 1 - 69 - 116 - 141 - 500
(100.0) (100.0) (100.0) (100.0) (100.0)

a = No. of housebolds,

b = Cumulative percentage
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Table 22 (Cochin)

Extent of Informal Finance as per Nature of Employment

Extent of Informal Nature of Employment All
Finance (%) = = —=—eemmmm

75+ 60 140 200
(19.7) (71.8) (40.0)

50-75 56 8 64
(18.4) (4.1) {12.8)

25-50 111 5 116
(36.4) (2.6) (23.2)

<25 78 42 120
(25.5) {21.5) (24.0)

Total 305 195 500
(100.0) (100.0) (100.0)

Figures in brackets indicate percentage to total

Source : NIUA Survey, 1989.
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Table 23 (Cochin)

Extent of Informal Finance as per Type of
Land Tenure

Extent of Type of Land Tenure All
Informal. = = 0 e o s o
Finance (%) Secure Unsecure
a b a b
75+ 63 17.5 137 98.6 200
{17.5) (98.6) (40.0)
50-75 63 35.0 1 99.3 64
(17.5) (DT (12.8)
25-50 116 67.1 - - 116
(32.1) (23.2)
<25 119 100 il 100 120
(32.9) (0.7) (24.0)
Total 361 - 139 - 500
(100.0) (100.0) (100.0)
a = No. of House holds

o
n

Cumulative percentages
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Table 24 (Cochia)

Extent of Inforsal Financing as per Housing Area Types

Extent of Housing Area Type

Informal ~  memmeeremmcemereeesecececeeeee s

Finance High Income iddle Income Low Income E#S/S1uns

a b a b a b a b

75+ 1 2 u U U 16 138 69
(28.0) (24.0) (16.0) (69.0)

50-75 18 64 28 52 15 26 3 10.5
(36.0) (28.0) (10.0) (1.5)

25-50 1" 98 iU 88 63 68 2 1.5
(34.0) (34.0) (42.0) (r.0)

(25 1 100 1 100 48 100 §7 100
(2.0) (14.0) (32.0) (28.5)

Total §0 - 100 - 15 - 200 -
(100.9) (100.0) (100.0) (100.0)

a = No. of House holds

b = Cusulative percentages
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Table 25 (Cochin)

Level of Investeent in Housing According to the
Extent of Inforsal Finance

Level of Brtent of Informal Finance (%)
Investmemtt o
T84 50-75 25-50 (25 All
a b a b a b a b a b
<10 sonths 118 59 { .3 12 1.3 59 9.2 193 38.6
(59.0) (6.3) (10.3) (49.2) (38.6)
10-20 U 16 16 Wl 5T LEI S 1 84.2 149 68,4
{11.9) (25.0) (49.1) (35.0) (20.8)
20-30 16 Bt 12 5.1 23 9.2 9 9.7 60 0.4
(8.0 (18.8) (19.8) (1.5) (12.0)
12 90 § 62.6 11 88,7 8 9.7 3 8.8
30-40 (6.0) (12.5) (9.5) (5.0) (7.4)
40+ 20 100 100 13100 £ 100 b1 100
(10.0) (37.4) (11.3) {3.3) (12.2)
Total 200 B il - 116 - 120 - 500 -
(100.0) {100.0) (100.0) {100.0)

t Housing costs as equivalent to monthly household income range.
A= Ho. of households

8= Cuenlative percentage
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Table 26 (Cochin)

Level of Investment in Housing according to the Housing Area Types

Level of Housing Area Type
Investeent —  ==eemeee---
figh Tncome Kiddle Tacome Low Income BW#S/Sluns Total
a b 2 b a b 2 b : b
(10 months - - ! 7.0 28 18.7 1588 0.0 193 3.6
HH Income (1.0) (18.7) (79.0) (38.6)
10-20 § 8.0 0 2.0 9 80.7 8.0 149 684
(8.0 (20.0) (62.0) (16.0) (29.8)
20-30 1 36.0 2 54D 14 9.0 5908 60 80.4
(28.0) (21.0) (9.3) (2.5) (12.0)
30-40 12 60.0 1Im 1. § 93.3 I 9.0 I 8.8
(24.0) (17.0) (3.3) (1.5) (1.4)
10+ 20 100.0 29100 10 100 2100 61 100.0
(40.0) (20.0) (6.7) (1.0) (12.2)
Total 50 - - 100 - 150 - 200 - e -
(100.0) (100.0) (100.0) (100.0) (100.0)

BE = Household
a = Number of households,

b= Cupulative percentages,
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Table 27 (Cochin)

Investment Patterns in Housing as per Housing Area Types

(House Owners)

Investment Housing Area Type
(Rs.) e
High Middle Low EWs*/ All
Income Income Income Slums
Upto - - - 188 188
10,000 (94.0) (37.6)
10,000- - - - 2 2
20,000 (1.0) (0.4)
20,000- - 5 127 10 142
50,000 (5.0) (84.7) (5.0) (28.4)
50,000- - 31 22 - 53
1,00,000 (31.0) (14.7) (10.6)
1,00,000- 13 32 - - 45
1,50,000 (26.0) (32.0) (9.0)
1,50,000- 5 19 1 - 25
2,00,000 (10.0) (19.0) (0.86) (5.0)
More than 32 13 - - 45
2,00,000 (64.0) (13.0) (9.0)
All 50 100 150 200 500

(100.0) (100.0) (100.0) (100.0) (100.0)

* Economically weaker section.



Town-wise Tables: Ghaziabad
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Table 1 (Ghaziabad)

Sample Size

Housing area type Number of sampled
households
High-Income 50
Middle-Income 100
Low-Income 150

Slums and Economically
Weaker Section 200
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- Table 2 (Ghaziabad)

Degree of Dependence of Sampled Households on
Different Sources of Housing Finance

Constituents Households Magnitude of Investment
—————————————— by source (Rs. in 000’)
Number %
Saving only 57 11 Saving 948
Formal & a) Savings 4600
savings 58 12 b) Formal
sources 3422
Informal & a) Savings 4530
Savings 239 48 b) Informal 2398
Formal, Informal a) Savings 12492
& Savings 146 29 b) Formal 3885

c) Informal 4797

All 500 100.0 a) Savings 22570 (61.0)
b) Formal
Credit 7307 (20.0)
c) Informal
Credit 7195 (19.0)

d) Total 37072 (100.0)
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Table 3 (Ghaziabad)

Share of the Various Sources in Housing Finance

Sources Amount Percentage

Formal Sources 7307 19.7
a) Provident Fund and

Employer 1200 3.2
b) Banks and others 2814 7.5
c) Specialised HF Agencies 3293 9.0
Informal Sources 29765 80.3
a) Savings 22570 60.8

i) Cash savings 13345 35.9

ii) Liquidation of assets 9225 24.9

b) Loans from Friends and
Relations 6503 17.5

¢) Loans from Indigeneous
Bankers 692 2.0
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Table 4 (Ghaziabad)

Degree of Dependence on the Major Sources of Housing Finance
by Income Categories of Households

Annual Number of households by major sources Total
income 00—
groups (Rs) Own Own Own Mix of own
savings savings savings savings and
and and formal and
informal formal informal

sources sources sources

Upto
Rs. 8400 37 107 8 26 178
(35.6)
8401-18000 13 61 10 39 123
(24.6)
18001-30000 4 27 4 19 54
(10.8)
More than 3 44 36 62 145
30000 (29.0)
Total 57 239 58 146 500
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Table 5 (Ghaziabad)

Levels and Compositon of Housing Investments

Income level of Amount of investment by sources (Rs.)
households (Rs.) =  ===—-mmmmmmm e~
Savings Informal Formal Average
Upto 8400 6578 5618 2202 14398
8401-18000 16121 5692 7829 29642
18001-30000 47611 7037 11500 66148
More than
30000 116172 35276 36765 188213
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Table § (Ghasiahad)

Level of Investwent in Housing according to the Anmnal Income Range

Level of tnnual (Household) Imcome Range (Rs.)
Investaent  --msemomememeeemeeee e e mmese-
30,000+ 18,001-30,000 B,401-18,000 Upte 8400 All
a b a b a b 2 b a b
<10 month b [ 19 35.2 " e 129 2.5 228 4.0
(£.1) (35.2) (§1.7) (12.5) (45.0)
10-20 11 11,1 10 5.7 16 0.7 PA] 86.% 62 7.4
(7.8) (18.5) (13.0) (14.0) (12.4)
20-30 17 AN ] 0.4 15 82.9 9 9.6 50 67.4
{11.7) (16.7] (12.2) (5.1) (10.0)
30-40 i 4.8 7 83.4 13 425 { 3.8 55 8.4
(21.4) (13.0) (10.5) (2.2) (11.0)
104 80 100.0 8 100.0 g 100.0 1 100.0 108 100.0
(55.2) (16.6) (6.5) (6.2) (21.6)
Total 145 - 54 - 123 - 178 - 500 -

{100.0) (100.0) (100.0) (100.0) (100.0)
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Table 7 (Ghaziabad)

Levels of Investment according to the nature of employment

Level of Investment Formal Informal All
<10 months 10 215 225
(5.3) (69.1) (45.0)
10 - 20 27 38 62
(14.3) (11.3) (12.4)
20 - 30 35 15 50
(18.5) (4.8) (10.0)
30 - 40 39 16 55
(20.8) (5.2} (11.0)
40 + 78 30 108
(41.3) (9.8) (21.6)
Total 189 311 500



-128-

Table 8 (Ghaziabad)

Level of Investment according to the
Land Tenure

Level of Type of Land Tenure
Investment = --—--—-——------————mmem oo
Secured Insecured All
a b a b a b
<10 month 10 4.0 215 86.4 225 45,0
(4.0) (86.4) (45.0)
10-20 48 23.1 14 92.0 62 57.4
(19.1) (5.6) (12.4)
20-30 46 41.4 4 93.6 50 67.4
(18.3) (1.86) (10.0)
30-40 47 60.1 8 96.8 55 78.4
(18.7) (3.2) (11.0)
40+ 100 100.0 8 100.0 108 100.0
(39.9) (3.2} (21.6)
Total 251 - 249 - 500 -
(100.0) (100.0) (100.0)
a = No. of households

o
n

Cumulative Percentages.
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Table 9 (Ghaziabad)

Composition of Bate of Inferest

Rate of Interest (%) Rorsal Credit Inforeal Credit
Timeing tomercisl floyrs ML frieds and Ddignens AL
Finance Bamks and  and others Belatives  Bankers
others
Unspecified 223 . 223
Honthly
Up to ! § - §
-1 - 7 i
3-1 LY § i
Above i 58 102
Annual
Op to 4 18 18 - 36
-6 - » - -
£-9 2 5 56 56
g~ 12 Al - - Al
12 - 18 2 LY 2 9

All il 60 L1 204 315 " 388
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Table 10 Ghaziabad

Distribution of Households Having Housing Loans According
to their Size of Income and Rate of Interest

Rate of Size of HH income (Rs. per annum) All

interest (%) = ~——m-mmmmmmmm
Up to 8401 - 18001 - 30001 and

8400 18000 30000 above

Unspecified 123 29 32 39 223

Informal credit

Up to 1 p.m = 6 = - 6
1 ~2 1 6 ~ = 6
2 -3 7 19 2 19 47
Above 3 2 40 12 48 102
a1 10 © 106 385

Formal credit

Up to 4 p.a 34 2 - = 36
4 -6 - - = = =
6 -9 - 35 10 11 56
9 - 12 - - 1 20 21
12 - 18 - 12 12 67 91
o T 19 23 8 204

p.m. per month

p.a. per annum



Bepayment Period

-131-

Table 11 (Ghasiabad)

Composition of Repayment Period for the Housing Loans

Bousing Commercial Employers  All Friends and  Indigeneous All
Pinance Banks and  and others Belatives Bankers
Agencies others

Unspecified 131 : 131
Up to § months 135 84 199
§ ponths - 1 year i - i
1 -3 year 18 b U
3 -7 years

T - 10 years 52 20 5 n

Above 10 years 8 40 L1} 132




Sources of
household
loans

Informal
only

Formal and
savings

Formal and
Informal
and savings
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Table 12 (Ghaziabad)
Income Status of the Borrowers

(Percent)

Upto 8400 840-18,000 18,001- Above Total
30,000 30,000

144 74 31 47 296
(49.0) (25.0) (10.0) (10.0) (100.0)

8 10 4 36 58
(14.0) (17.0) (7.0) (62.0) (100.0)

26 39 19 62 146
(18.0) {27.0) (13.0) (42.0) (100.0)
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Table 13 (Ghaziabad)

Employment Status of Borrowers

Sources of Informal sector Formal sector Total
household employment employment

loans

Informal 294 2 296
only (99.3) (0.7) (100.0)
Formal and 5 53 58
savings ( 8.6) (91.4) (100.0)
Formal and

Informal 12 134 146
and savings ( 8.2) (91.8) (100.0)
All 311 189 500
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Table 14 (Ghaziabad)

Tenurial Status of the Borrowers

Sources of Number and proportion of houseowners
household according to the land tenure
loang ===  s=ememeememsesem e e e e e e e e e
Insecure Secure Total
Informal 242 54 296
only (82.0) (18.0) (100.0)
Formal and - 58 58
savings - (100.0) (100.0)
Formal and
Informal 7 139 146
and savings ( 5.0) (95.0) (100.0)
All 249 251 500
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Table 15 (Ghaziabad)

Reasons for Seeking Housing Loans from Informal Sources#*

Reasons No. of borrowers % of borrowers from
informal market*¥

Easy accessibility 385 100
Quick processing 294 76
Flexible terms

and conditions 278 72
Flexible collateral 385 100

¥ Multiple responses

¥% In all 385 households borrowed form informal market.
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Table 16 (Ghaziabad)

Reasons for Seeking Housing Loans from Formal Sources*

Reasons No. of borrowers % of borrowers from
formal market**

Easy accessibility 92 45
Quick processing 96 47

Relatively lower
rate of interest 192 94

Relatively longer
repayment period 196 96

Facility provided
by employer 84 41

*  Multiple responses

*¥* In all 204 households borrowed form formal sources.
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Table 17 (Ghaziabad)

Distribution of Households according
to the Household Income

Annual Housing Area Type
lngome A =00 0 sSEsecssieiidlioniesiseintie shimiei s il s tenis st
Range High Middle Low EWS*/ All
(Rs.) Income Income Income Slums
30,000+ 50 87 3 5 145
(100.0) (87.0) (2.0) (2.5) (29.0)
18,001~ - 13 24 17 54
30,000 (13.0) (16.0) (8.5) (10.8)
8,401- - - 65 58 123
18,000 (43.3) (29.0) (24.6)
<8,400 - - 58 120 178
(38.7) (60.0) (35.6)
All 50 100 150 200 500

(100.0) (100.0) (100.0) (100.0) (100.0)

*EWS = Economically Weaker Section
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Table 18 (Ghaziabad)

Distribution of Households as per
the Occupation of thier Head

Occupation No. of households %
Formal Sector Employment 189 38
Informal Sector Employment 311 62
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Table 19 (Ghaziabad)

Distribution of Household as per
their Land Tenurial Status

Type of Land Tenure No. of households p 4
Secure 251 50
Insecure 249 50
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Table 20 (Ghaziabad)

Extent of of Informal Financing

* Extent of (%) No. of Percentage of Commulative
Informal Households Total Sample Percentage
Finance

75+ 422 84.4 84.4
50-75 42 8.4 92.8
25-50 24 4.8 97.6
<25 12 2.4 100
Total 500 100 -

* Informal finance as % of total investment in housing
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Table 21 (Ghasiabad)

Extent of Inforsal Pinance as per Aenual Household Imcome

Extent of

Inforeal

Financing 30,000+

(¥) -
4 b

T3+ 100 §9.0
(69.0)

§0-75 22 84,1
(15.1)

25-50 ! 93.8
(9.7)

(4 g 1000
(6.2)

Total 145 -

(100.0)

2 = No. of households

b = Cumulative percentage.

18,001-30,000 R401-18,000 8400 All
a b a b 2 b

48 88.9 111 9.3 163 91.6 422
(88.9) {90.3) {91.5) (84.4)

{ 96.3 g 97.6 1 95.5 Y
{(7.4) (1.3) (3.9) (8.4

3 100.0 I 100.0 § 9.3 i
(3.7) (2.4) (2.8) (4.8)

- - - - 3 100.0 12
(1.1} (2.4)

54 - 123 - 178 500
(100.0) (100.0} {100.0) (100.0)
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Table 22 (Ghaziabad)

Extent of Informal Finance as per Nature of Employment

Extent of Nature of Employment All

Informal = = = ———mmmmmm

Finance (%) Formal Sector Informal Sector

75+ 132 290 422
(69.8) (93.2) (84.4)

50-75 30 12 42
£15,9) £3.9) (8.4)

25-50 19 5 24
(10.1) (1.6) (4.8)

<25 8 4 12
(4.2) {1.3) (2.4)

Total 189 311 500

(100.0) (100.0) (100.0)
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Table 23 (Ghaziabad)

Extent of Informal Finance as per Type of
Land Tenure

Extent of *  Type of Land Tenure

Informal = -

Finance (%) Secure Insecure All

a b a b

75+ 176 70.1 246 98.8 422
(70.1) (98.8) (84.4)

50-75 40 86.0 2 99.6 42
(15.9) (0.8) (8.4)

25-50 23 95.2 1 100.0 24
(9.2) (0.4) (4.8)

<25 12 100.0 - = 12
(4.8) (2.4)

Total 251 - 249 - 500

(100.0) (100.0) (100.0)

No. of households

fo
1

o
1

Cumulative percentage.
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Table 24 (Ghasiabad)

Extent of Informal Financing as per Housing Area Type

Extent of Bousing Area Type

[nformal  emmemememecememcememcmececee oo renc e e e s e e e e en

Finance figh Income Hiddle Income Low Income ERS/Sluns

a b a b a b 2 b

75+ U 8.0 82 §2.0 118 1.3 200 100.0
(48.0) (82.0) (11.3) (100.0)

5018 ! §2.0 15 97.0 2 90,8 - -
(14.0) (15.0) (13.3)

25-50 11 84.0 3 100.0 10 1.3 = =
(22.0) (3.0) (6.7)

(25 i 100.0 4 - 4 100.0 - -
(16.0) (2.7)

Total 50 - 100 - 150 5 200 .
(100.0) (100.0) (100.0) (100.0)

a = §o. of households

b = Cueulative percentage.
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Table 25 (Ghaziabad)

Level of Investeent in Housing according to the

Extent of Informal Rinance

Level of Extent of Inforsal Pinance (%)
Investnent# e
75+ 50-75 25-50 25 ill
A B [} B A B A B [} B
(10 months P KLY | 2 Ly - - - - 225 5.0
(52.8) (4.9) (45.0)
10-20 ¥ L1 13 B 9 .5 § AL 62 §1.4
(8.3) (31.0) (31.5) (41.7) (12.4)
20-30 0 10.8 I 29 8 §2.5 1 50.0 §0 5.4
(9.5) (1.1) (25.0) (8.3) (10.0)
30-40 {2 806 i 6L 3 75.0 2 867 55 8.1
(10.0) (19.0) (12.5) (16.7) (11.0)
0+ g2 0.0 16 1000 & 100.0 £100.0 108 100.0
(19.4) {38.1) (25.0) (33.3) (21.5)
Total {22 - 2 - 1! - 12 - 500 -
(100.0) (100.0) (100.0) (100.0) (100.0)
t  Housing Costs as equivalent to monthly household income range.

B -

Humber of households

Cumnlative percentage
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Table 26 (Ghaziabad)

Level of Investwent in Housing according to the Housing Area Type

Level of Housing Area Type
[nvestment s s
High Income  Middle Imcome  Low Income E¥S/Sluns Total
[} B | B [} B A B [} B
(10 months - - - - 26 17.3 198 9.5 225 5.0
A Income (11.3) (99.5) (45.0)
10-20 3 6.0 11 1.0 48 £9.3 - - 62 5.4
(6.0) (11.0) (32.0) {12.4)
20-30 5 16.0 11 20 1 1.3 1 100.0 50 67.4
{10.0} {11.9) (22.0) (0.5) (10.0)
30-40 ! 0.0 26 8.0 2 86.0 - - ) .4
(14.0} {26.0) (14.7) (11.0)
10+ 1000 82 10000 2 100.0 - - 108 100.0
(70.0) (52,0 (14.0) (21.6)
Total 50 - 100 - 150 - 200 - 500 s
{100.0) {100.0) (100.0) (100.0) {100.0)
B = Households
a2 = No. of housaholds
b= Cusulative Percentages.
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Table 27 (Ghaziabad)

Investment Pattern as per Housing Area Types

(House Owners)

Investment Housing Area Type
020 i mntt  ————
High Middle Low EWS*/ All
Income Income Income Slums
Upto - - 42 200 242
10,000 (28.0) (100.0) (48.4)
10,000- - - 35 - 35
20,000 (23.3) (7.0)
20,000- - - 58 - 58
50,000 (38.7) (11.6)
50,000- - 23 15 - 38
1,00,000 (23.0) (10.0) (7.6)
1,00,000- 4 18 - - 22
1,50,000 (8.0) (18.0) (4.4)
1,50,000- 10 25 - - 35
2,00,000 (20.0) (25.0) (7.0)
More than 36 34 - - 70
2,00,000 (72.0) (34.0) (14.0)
All 50 100 150 200 500
(100.0) (100.0) (100.0) (100.0) (100.0)

* Economically weaker section



Town-wise Tables: Rajkot
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Table 1 (Rajkot)

Sample Size

Housing area type Number of sampled
households

High-Income 50

Middle Income 100

Low-Income 150

Slums and Economically
Weaker Section 200
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Table 2 (Rajkot)

Degree of Dependenace of Sampled Households on
Different Sources of Housing Finance

Constituents Households Magnitude of Investment
Number % by Source (Rs. in 000')

Savings only 101 20 Savings 3153
Formal & savings 141 28 a. Savings 3619

b. Formal sources
Informal & savings 226 45 a. Savings 4759

b. Informal 1845
Formal, informal 32 7 a. Savings 3589
& savings b. Formal 986

c. Informal 1118
All 500 100.0 a. Savings 15120 (56.0)

. Informal credit 2963 (11.0)
Total 26801 (100%)

a
b. Formal credit 8718 (33.0)
c
d.
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Table 3 (Rajkot)

Share of the Various Sources in Housing Finance

i e o o o S S T T T T . . S o o . o . o T — ————————— ——

Source Amount Percentage
{in Rs.000’)

Formal Sources 8718 32.5
a. Provident fund and employer 2361 8.8
b. Banks and others 5083 18.9
c. Specialised HF agemcies 1274 4.8

Informal Sources 18083 67.5
a. Savings 15120 56.4

i. Cash savings 7944 29.6
ii. Liquidation of assets 7176 26.8
b. Loans from friends and relation 2038 7.6
c. Loans from indigeneous bankers 925 3:0
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Table 4 (Rajkot)

Degree of Dependence on the Major Sources of Housing Finance
by Income Categories of Households

Annual Number of households by major sources of Total
income = = 00@mmmmememm e
groups (Rs.) Own Own Own Mix of own
savings savings savings savings and
and and formal and
informal formal informal

sources sources sources

Upto
Rs. 8400 43 47 2 1 93
(18.6)
8401-18000 28 144 10 10 192
(38.4)
18001-30000 24 17 47 11 99
(19.8)
More than 6 18 82 10 116
30000 (23.2)
Total 101 226 141 32 500

(20.2) (45.2) (28.2) (6.4) (100.0%)
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Table 5 (Rajkot)

Levels and Composition of Housing Investments

Income level of Amount of investment by sources (Rs.)
households (Rs.)  —==—=—————mmm

Savings Informal Formal Average
Upto 8400 16548 1968 2322 20838
8401-18000 14895 2564 1270 18729
18001-30000 36626 9597 16979 63202
More than 61163 10673 7560 129396
30000



Table
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§ (Rajkot)

Level of Investeent in Housing according the Anmual Inmcome Range

Level of

Annual (BH) Income Range (Rs.)

Investment

30,000+ 18,000-30,000 8,400-18,000 ¢ 8,400 A1l
a b a b a4 b a b 2 b
<10 wonth 18 15.5 25 25.3 49 5.5 11 11.8 103 20.6
(15.5) (25.3) (25.5) (11.8) (20.8)
10-20 b 20.7 15 0.5 65 9.4 27 {0.8 113 3.2
(5.2) (15.2) (33.9) (29.0) (22.5)
20-20 23 10,5 B 8.6 U .1 15 56.9 8o §9.2
(19.8) (8.1) (1.1 (16.1) (16.0)
10-40 Y] 68.1 12 60.7 17 86.0 15 73.0 16 T4
{21.6) (12.1) (8.9) (16.1) (15.2)
40+ 3 100.0 3 100.0 2 100.0 % 100.0 128 100.0
{31.9) (39.3) (14.0) (21.0) (25.6)
Total 116 - 9 - 192 - 83 - 500 -
(100.0) (100.0) {100.0) (1000} (100.0)

a:  No. of households

b:  Cuenlative percentage
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Table 7 (Rajkot)

Levels of Investment according to the Nature of Employment

Level of Formal Informal All
Investment
< 10 84 19 103
(17.7) (73.1) (20.1)
10-20 110 3 113
(23.2) (11.5) (22.6)
20-30 78 2 80
(16.5) (7.7) (16.0)
30-40 74 2 76
(15.6) CFuT) (15.2)
40+ 128 - 128
(27.0) (0.0) (25.6)
Total 474 26 500
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Table 8 (Rajkot)

Level of Investment According to of Land Tenure
Level of Type of Land Tenure
IOVeRUNENE e s e S o o e L e e e
Secure Insecure All
a b a b a b
<10 months 1 0.6 102 29.6 103 20.86
(0.6) (29.6) (20.6)
10-20 7 5.1 106 60.3 113 43.2
(4.5) (30.7) (22.6)
20-30 28 23.2 52 75.4 80 59.2
(18.1) (15.1) (16.0)
30-40 41 49.7 35 85.5 76 74.4
(26.5) (10.1) (15.2)
40+ 78 100.0 50 100.0 128 100.0
(50.3) {14.5) (25.6)
Total 155 - 345 - 500 -
(100.0) (100.0) (100.0)
a = No. of households
b = Cumulative percentgges.
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Table 9 (Rajkot)

Composition of Rate of Interest

Rate of Formal credit Informal credit
IitepesSE, — ——moremrsmsesmm e e s | e e i i s s
(%) Housing Commer- Emplo- All Friends Indige- All
finance cial yers and neous
insti- banks and rela- bank-
tutions and others tions ers
others
Unspecified 116 - 116
Monthly
Upto 1 3 1 4
1-2 1 4 5
2-3 45 3 48
Above 3 21 64 85
Annual
Upto 4 - 39 - 39
4-6 - - - -
6-9 - - 24 24
9-12 - - - -
12-18 46 52 12 110
All 46 91 36 173 186 72 258

(100.0) (100.0) (100.0)(100.0)(100.0) (100.0) (100.0)
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Table 10 (Rajkot)

Distribution of Households Having Housing Loans according
to their Size of Income and Rate of Interest

Rate of Size of HH income (Rs. per annum) All
interest @ —mmmmm e
(%) Upto 8400 8401-18000 18001-30000 30001+
Unspecified 43 42 19 12 116
Informal

credit

Upto 1 p.m. - 4 - - 4
1-2 1 4 - - 5
2-3 4 33 5 6 48
Above 3 - 71 4 10 85
All 48 154 28 28 258
Formal

credit

Upto 4 p.a. 3 2 34 a 39
4-6 - - - - -
6-9 - 8 5 1 24
9-12 - - - - -
12-18 - 10 19 81 110
All 3 20 58 92 173

.m. - per month
a. - per annum
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Table 11 (Rajkot)

Composition of Repayment Period for the Housing Loans

Repayment

period = = 00@—mmmmmmm e e
Commer- Employ- All Friends Indi- All

Housing
Finance
Agencies

cial
Banks
and
others

ers an
others

Unspecified

Upto 6 months

6 months-1 year
1-3 years

3-7 years

7-10 32

Above 10 years 14

d and geous
rela- bankers
tives
160 - 160
12 55 67
10 10 20
4 7 i i
104
69
173 186 72 268



Sources of
household
loans

Informal
only

Formal and
savings

Formal and
Informal
and savings
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Table 12 (Rajkot)
Income Status of the Borrowers

(Percent)

Upto 8400 840-18,000 18,001- Above Total
30,000 30,000

90 172 41 24 327
(28.0) (52.0) {13.0) (7.0) (100.0)

2 10 47 82 141
{1:8) (7.0) (33.0) (58.0) (100.0)

1 10 11 10 32
(3.0) (31.0) (35.0) (31.0) (100.0)
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Table 13 (Rajkot)

Employment Status of Borrowers

Sources of Informal sector Formal sector Total

household employment employment

loans

Informal

only 14 313 327
(4.2) {95.8) (100)

Formal and

savings 4 137 141
(2.8) (97.2) (100)

Formal and

Informal

and savings 8 24 32
(25.0) (75.0) (100)

All 26 474 500
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Table 14 (Rajkot)

Tenurial Status of the Borrowers

Sources of Number and proportion of housecwners
household according to the land tenure
loans 00—
Insecure Secure Total
Informal
only 319 8 327
(98) (2) (100)
Formal and
savings - 141 141
(100) (100)
Formal and .
Informal
and savings 29 4 32
(91) (9) (100)
All 347 153 500
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Table 15 (Rajkot)

Reasons for Seeking Housing Loans from Informal Sources*

Reasons No. of borrowers % of borrowers from
informal market*x*

Easy accessibility 258 100
Quick processing 185 72

Flexible terms
and conditions 196 76

Flexible collateral 258 100
*¥ Multiple responses

*¥ In all 258 households borrowed form informal market.
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Table 16 (Rajkot)

Reasons for Seeking Housing Loans from Formal Sources¥

Reasons No. of borrowers % of borrowers from
formal market*x*

Easy accessibility 77 45
Quick processing 50 29

Relatively lower
rate of interest 140 81

Relatively longer
repayment period 150 87

Facility provided
by employer 36 21

¥ Multiple responses

¥k In all 173 households borrowed form formal sources.
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Table 17 (Rajkot)

Distribution of House Owners according to the
Household Income Range

Annual Housing Area Type
Income @@ mmemm e e
Range High Middle Low EWS*/ All
(Rs.) Income Income Income Slums
30,000+ 32 71 2 3 108
(64.0) (71.0) (1.3) {1.5) (21.86)
18,000- 16 23 18 19 76
30,000 (32.0) (23.0) (12.0) (9.5) (15.2)
8,400- 2 6 85 122 215
18,000 (4.0) (6.0) (56.7) (61.00) (43.0)
<8,400 - - 45 56 101

Total 50 100 150 200 500
(100.0) (100.0) (100.0) (100.0) (100.0)

* EWS = Economically Weaker Sections
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Table 18 (Rajkot)

Distribution of Sampled Households as per the
Occupation of Their Head

Formal Sector
Employment 474 95

Informal Sector
Employment 26 5

All 500 100
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Table 19 (Rajkot)

Distribution of Sampled Household as per
Their Land Tenurial Status

Type of Land No. of households %
Tenure

Secure 153 31
Insecure 347 69

All 500 100
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Table 20 (Rajkot)

Extent of Informal Financing

*Extent of (%) No. of Percentage of Commulative
Informal Finance users Total Sample percentage
75+ 364 72.8 72.8
50-75 51 10.2 83.0
25-50 58 1146 94.6
<25 27 5.4 100.0
Total 500 100 -

* Informal finance as % of total investment in housing.
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Table 21 (Rajkot)

Bxtert of Inforzal Finance as per Amnual Household Income

Annual (Household) Income Range (Rs.)

(28.4) 20.4

(25.0) 53.4

(34.5) 81.9

(12.1) 100.0

Extent of

Inforeal
Finance 18,001- 8,401- pto 8,400 All

30,000 18,000
a a b a b 3 b

75+ 1 68 1m 90 164
(68.0] #9.0 {90.1] 90.1 (36.7) 9.7 (12.9)
50-75 29 12 1 3 51
(12.9) 81.0 (3.7) 93.8 (3.2) 100.0 {10.2)
25-50 40 10 8 - 58
(10.0) 1.0 (4.2) 9.0 - (11.6)
(25 i 9 { - Al
(9.0) 100.0 (2.0) 100,0 (5.4)
Total 116 " - 192 - 9 - 500
{100.0) (100.0) (100.0) (100.0)

30,000+

a3 = Ho. of households.

b = Cumulative percentage
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Table 22 (Rajkot)

Extent of Informal Finance as per Nature of Employment

Extent of Nature of Employment All

Informal = -

Finance (%) Formal Sector Informal Sector

75+ 340 24 364
(71.7) (92.4) (72.8)

50-75 50 1 51
(10.5) (3.8) (10.2)

25-50 57 1 58
(12.0) (3.8) (11.6)

<25 27 - 27

Total 474 26 500
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Table 23 (Rajkot)

Extent of Informal Finance as per Type of Land Tenure

Extent of Type of Land Tenure All
Informal ~ =  ———---mmm—————, ., ———
Finance (%) Secure Insecure
a b a b
75+ 52 34.0 312 89.9 364
(34.0) (89.9) (72.8)
50-75 34 56.2 17 94.8 51
(22.2) (4.9) (10.2)
25-50 46 86.3 12 98.3 58
(30.1) (3.5) (11.6)
<25 21 100.0 6 100.0 27
(13.7) (1.7) (5.4)
Total 1563 - 347 - 500
(100.0) (100.0) (100.0)
a = No. of households

o
n

Cumulative percentage
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Table 24 (Rajkot)

Extent of Informal Financing as per Housing Area Types

Extent of Housing Area Type
Inforial ~r-rormme e R N R e R R S SRR S e e e s
Finance High Income Middle Income Low Income EWS/Slums
a b a b a b a b
75+ 8 16.0 40 40.0 133 88.6 183 91.5
(16.0) (40.0) (88.6) (91.5)
50-75 (f 30.0 26 66.0 T 93.3 11 97.0
(14.0) (26.0) (4.7) (5.5)
25-50 20 70.0 27 93.0 7 98.0 4 99.0
(40.0) (27.0) (4.7) (2.0)
<25 15 100.0 7 100.0 3 100.0 2 100.0
(30.0) (7.0) (2.0) (1.0)
Total 50 - 100 - 150 - 200 -
(100.0) (100.0) (100.0) (100.0)
a = No. of households

o
n

Cumulative percentage



~173~

Table 25 (Rajkot)

Level of Investsent in Housing according to the Extent of Informal Pinance

Level of Extent of Iaformal Finance (%)
T —
15+ §0-75 25-50 (28 All
a b a b a b a b a b
(10 wonths 96 26.4 i 1.9 { 6.9 | LT 103 20,6
{26.4) (3.9) (6.9) (3.7) (20.6)
10-20 96 52.4 § 15.7 1 19.0 4 185 113 432
(26.4) (11.8) (12.1) (14.8) (22.6)
20-30 57 68.5 13 1.2 1 32.8 2 25.9 80 59.2
(15.7) (25.5) {13.8) (7.4) (16.0)
30-40 [X] 80.3 9 59.8 19 §5.6 § TN " T
(11.8) {17.6) (32.9) (18.5) (15.2)
{0+ i 100.0 21 100.0 20 100.0 15 100.0 128 100.0
(19.7) (41.2) (34.4) (85.6) {25.6)
Total 6L - 51 - 58 - 2 - R -
(100.0) (100.0) (100.0) (100.0) (100.0)

t  Housing costs as equivalent to monthly household Income Range.
a = No. of households

b = Cusulative percentage
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Table 26 (Rajkot)

Level of Investment in Housing according to the Housing Area Types

Level of Housing Area Type
[nvegtment oo
figh Income Middle Income  Low Income ERS/S1uns Total
a b a b 2 b 3 b 2 b
¢ 10 sonths - = - - § 40 87 8.5 103 20.6
B Income (4.0) (48.5) (20.6)
10-20 - - § 5.0 a ny & 2.0 113 4.2
(5.0) (27.3) (33.5) {22.6)
20-30 i g.0 23 8.0 I/ e 18 9.0 80 §9.2
(8.0) (23.0) (23.9) (9.0) (16.0)
30-40 13 M0 8 560 25 10 %.0 76 (N
(26.0) (28.0) (16.7) (5.0) (15.2)
10+ ¥ 1000 M 100.0 £ 100.0 8 1000 128 100.0
(66.0) (44.0) (28.7) (£.0) (25.6)
Total i0 - 100 - 150 - 200 - 500 -
(100.0) (100.0) {100.0) (100.0}

B = Household
a2 = o, of households

b = Cumulative percentage
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Table 27 (Rajkot)
Investment Patterns in Housing as per Housing Area Types

(House Owners)

Investment Housing Area Type
(RSL) _____________________________________________
High Middle Low EWS*x/ All
Income Income Income Slums
Upto 10,000 - - 11 107 118
(7:3} (53.5) (23.6)
10,000- - - 46 73 119
20,000 (30.7) (36.5) (23.8)
20,000~ - - 68 20 88
50,000 (45.3) (10.0) (17.6)
50,000- 8 33 24 65
1,00,000 (16.0) (33.0) (16.0) (13.9)
1,00,000- 29 43 1 - 73
1,50,000 (58.0) (43.0) (0.7) (14.6)
1,50,000- 7 21 - - 28
2,00,000 (14.0) (21.0) (5.6)
More than 6 3 - - 9
2,00,000 (12.0) (3.0) (1.8)
Total 50 100 150 200 500

(100.0) (100.0) (100.0) (100.0) (100.0)

¥ = Economically weaker section.



ANNEX - D

Salient Features of Revised RBI Guidelines for Housing Loans as Per

Its Circular Dated 2nd November, 1988

- The ceiling of Rs. 3 lakhs on individual housing loans has heen
removed.

- ‘Margin’ requirements have been reduced uptc 20 to 35 per cent.

- Relaxations have been made in security requirements whereby the
banks can accept at their discretion, security of adequate
value in the form of LIC policies, Government promisory notes,
shares and debentures, gold ornaments and so on.

= Repayment period has been extended from 10 to 15 years.
- Repayment can be accepted under graduated method if there is

reasonable expectation of growth in the income of the borrowers
in the coming years.
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ANNEX - F
HOME LOAN ACCOUNT SCHEME

Any individual major or minor, not owing a house anywhere in
India can open a HL Account.

Minimum contribution is Rs. 30 per month; could be made in
quarterly, half yearly and annual instalments as well.

The Savings will earn an interest @ 10 per cent per annum which
will be added in the account annually and treated as reinvested
in the account.

After subscribing for a minimum period of five years the member
will be eligible for a loan. However, this period is reduced to
three years in case the subscriber is allotted a house/flat in
any project financed by NHB.

The Loan amount will be a multiple of the amount of accumulated
savings (including up-to-date interest) in following manner.

Loan as a multiple of Amount of Rate of interest
accumulated savings Loan (Rs.) (%) p.a:
4 times Upto 50,000 10.5
3 times 50001-100000 12.0
2 times 100001-200000 13.5
1.5 times Above 200000 14.5

HLA members are entitled to have a preferential allotment under
the schemes financed by NHB.

HLA deposits can be taken as auto-refinance by respective bank or
HFI’s.

It contains a variety of tax concessions.



GLOSSARY

Affordable (Supply of) Funds
for Housing

Annual Rates of Interest

Consortium Lendings

Community/Group lending

Differential Rates of Interest

Direct Lendings

Double Mortgage

Economically weaker section

Eligibility

Formal Housing Finance

Formal Market

Formal Institutional Sources

Investments in housing equiva-
lent to 40 months household
income., This is based upon
NHB’s norms of repayment
capacity (30 months household
income) plus a down payment in
a ratio of 3:1.

Interest rates that are
computed on an annual basis.

Flow of credit from a pool of
funds developed as a result of
cocoperation among a number of
lending agencies/institutions.

Lending to an individual through

a community or group collataral.

Different rates of interest
for different income groups.

Loans given directly to the
borrowers.

Giving the claim on property
to two lenders as a security
for payment of a debt.

Households having monthly
income upto Rs.700. (During
the reference period 1984-89).

These include (1) possession
of regular/verifiable source
of income; (2) secured

land tenure and acceptable
security.

Housing credit from formal/
institutional sources.

Buying and Selling within the
net-work of formal, institu-
tional sources.

Sources that operate the
formal/legal standards and
specifications.



Flexible Collateral

High Income Households

Housing Area Type

Housing Finance Borrowers

Housing Upgradation

Housing Loan

Informal Housing Finance

Informal Market

Informal/non-institutional
sources

Insecured land tenure

Land Terminal Status

Ligquidation of Assets

Loan to Cost Ratio

Longer repayment period
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Security mortgage decided on
the basis of mutual agreement
between the lender and the
borrower.

Households having monthly
income between Rs.1500-2500;
(During the reference period
1984-89),

Type of area as determined by
the local level development
agency.

Persons who borrow the money
for meeting the requirements
of housing investments.

Improvement in the existing
levels of housing.

Amount of money borrowed to
meet the investment
requirements into the housing
sector.

Investments in housing from
own savings and credit from
informal sources.

Buying and selling within the
frame-work of informal/non-
institutional sources.

Sources that operate beyond
the legal and formal frame-
work.

Illegal land title,

Legal situation with regard to
the land title.

Exchanging the physical and
financial assets for money.

Amount of loan as a proportion
of total cost.

Repayment of loan within a
period of five years and more
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Low Income Households Household having monthly
income upto Rs.1500. (During
the reference period 1984-89).

Low Income Settlements Settlements that by and large
accommodate low income
households.

Middle Income Households Households having monthly

income between Rs.1500-2500
(during reference period
1984-89).

Monthly Rates of Interest Interest rates that are
computed on a monthly basis.

Multiple Mortgage Giving the claim on property
to more than two lenders as a
security for repayment of a
debt.

Own Savings Amount from cash and/or sale
or liquidation of assets.

Rate-Structure Rates of interest on which the
loans are extended.

Secured land Tenure Legal land title.

Short Repayment Period Repayment of loan within a
period of one year.

Specialised Housing Finance Institution/agencies that
Agencies, Institutions basically provide credit to
the housing sector only.

Unspecified interest rates Interest rates which are not
specified in a loan trans-
action.

Unspecified Repayment Period Repayment period which is not

specified in a loan tranas-
action.





