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INTRODUcrlON 

o 01, the Chairman, Committee on Public UndertakiDp having been DU-

Ithorised by the Committee to submit the Report on their behalf. preseot 
this 52nd Report on Action Taken by Government on the recommendatioDs 
·~oDtained in the 26th Report of the Committee on Public Underl'llkings 
(Seventh Lot Sabba) on Housing and Urban Development Corporation 
Ltd.-Rural Housing. 

2. The 26th Report of the Committee on Public Undertakings waS pre-
sented to Lok Sabba on 21 December, 1981. Replies c:Jf Government to an 

-the recommendations were received by 21 June, 1982. Funher Informa-
tion in respect of seven recommendations was also called for from the 
Ministry and this was received by 31 July, 1982. The replies of Govern-
°ment were considered by the Action Taken Sub-Committee of the Commit-
tee on Public Undertakings on 5th October, 1982. The Report was finally 
adopted by the C.ommittee on Public Undertakings on 8 October, 1982. 

3. Analysis of Actioon Taken by Government on recommendations con-
tained in the 26th Report of the Committee is given at Appendix. 

NEW DELHI; 

021 October, 1982. - _o _____ .. ·~_ .. __ ~ 

:29 AlVina 1904 (Saka). 

MADHUSUDAN VAffiALE, 
Chtlimuut, 

COmmittee on Public UndtrJaking," 

vii 



CHAPTER I 

REPORT 

The ·Repon of the Committee deals 'with the action taken by Govern-
ment, this: allocation seems inadequate.' A ration of 85.15 for allocation. 
(Seventh Lok Sabha) of the Commit~ on Pub)i~, Vndertmngs on Housing 
and Urban Development Corporation ttd . ..:.-Rura! Housing which was 
presented to Lok Sabha on 21st December, 1981. 

2. Action Taken notc~ have been received froiD Government in respect 
of all the 14 recommen~tions ~ontained in the Report. These have. been! 
c:ategorised as follows:-. 

(i) RecommendQlio,;slobservations that hav~ been occeplcd by' 
<iover~ent. . ' 

S; Nos. 1, 2, 3, 5, 7, 8, 9, 12 and 13. 

(ii) 'RecommendQ/ioM/Obiervations which the Committee do not· 
denre to pursue in view of Government's replies. 

S. Nos. 6 ·and II 

(iii) RecommendationslObservat;onr in respect of which. th, COl'-' 
ernmen/'s replies have nQl, been QCcepted by the Comm;tt~e. 
S. Nos. 4 and 14. .' .. 

(iv) Recomendal/~/Obserw.rlit»ls i" "IpeCt of which fintll rt!-. 

plies of <iowrnmmt are mil awaited. 

S. No .. 10. 

The Committee will now deal with the actioa. taken by Government on 
some of their rccom~eridations. . . 

.A. Poor "cldoa of ,.... .. ,.... ....... {a.. [ ... S. No. ...... 
3. The Committee had obsei\red that on the whole their examination 

had revCaJed that the oper.aion of Ht.!OCO in the field of rUral housing 
had been iharked by aD unduly cautious approach in~te~d of ~n, cleve-· 
Jopment oriented. PMlCity of funds had been adduced u one of tbt 
reasons for the late starting of the operation and poor allocation or funds 
tbcrefor. Ruratbousing accoUnted'for only Its: !S.J2 crores out of the' 
toIaJloan of RI, 763.09 c:rorcs sanc:ti~ .~ HUOCO upto 1980-81 
ftld1 worbd oat to 7.2 per cent. At,meat 15 per cent of the resources. 
is eannarbd fOr rural houtins- "., Committee 'had further observed that •. 
"conlic'lerla, the late start of fbi. activity and the mapUtude of reqai~ . ... 
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ment, this allocation seems inadequate. Aratian of 85: IS for allocation 
of resources between urban and rural areas is to say to the least not doing 

. justice to rural areas. The Committee, therefore .feel that within the finan-
cial resources available, the rural areas oUght to get a higher allocation 
of at least 50 per cent." 

4. In their reply the Government have stated tirat the recommendation 
·of the Committee on Public Undertakings was noted by the Working Group 
constituted .by the Government to study the existing finaDcing pattCI'D of 
HUnco and suggest changes iherein. The Working Group felt that if 
HUDCO's lending for rural housing is raised from the existing 15 per cent 
of the total loan allocations to 50 per cent as recommended by the Com-
mittee on Public Undertakings, about 90 per cent of the HUDCO's funds 
would be earmarked for lending at subsidised rates of interest. This will 
seriously affect HUOCO's lending programme as it would not be in a 
position to borrow further funds from the financial institutions. The ear-
marking of funds for rural housing was raised from 10 per cel'1t to 15 per 
cent in December, 1980. Since raising it further would reduce HUOCO's 
capacity to borrow unless a heavy subsidy is provided, the Working Group 
was c:Jf tbe view that the funds earmarked for rural housing many be kept 
at 15 per cent. 

5. HUDCO has since decided that if in any year surplus funds arc 
available with HUDCO, these would be diverted to augment thc loans for 
rural housing schemes. The Working Group also noted that during 1977-
81 out of 7,06,000 dwening units sanctioned by HUDCO, 3,80,000 were 

. in the rural areas. This accounts for 53 per cent of the total dwelling 
units sanctioned by HUOCO. 

6. The Conuittee are not quite slltis&ecl with the reply turaished bJ -
the Ministry. Having reprd to the fact that the IIIIfIorIty 01 tile popaIa-
flOD tiftl ill rural' areas aad majority of fhe nnI popuWioII .... .,.. to 
E.conomk.y Weaker Secdon, the .'l1llDber of dwellia& UDits nadleDed bt 
RanI aretlS (whk'Ja W88 53 per cent for the ye8l'll 1977-81) should bar 

· .... ~ 10 the ~ 01 fa ..... bt ,..... ..... TIIe CGIInIIM-
tee feel that tibeR is • cIMr CMe lor ....... the 8Ioc8tioe I ... .... 
...... • not to tile mea of 50 .... eMIt .. Ieut to .. exteM .. ...... · Itt., to IIdIieve· dlls .....,.. 'the efroi1s of RUDCO In this repnI ..... 

· to·.be dmIopmeId oiIea .... 

... lMIIl ..... UC ~ ........ S. No. 10). 

7. The Committee Doted that HUDCO raised hinds from. sources ·Iike 
· LIC at a hiPer rate of interest '1 ()! per. coot) aDcl lent mOll.ylor. rural 
'. bousilll at a lower rate (4-5. per =t). 'The UC also PfO'dded .1ua4s -
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.directly to the State Governments for hOusing at 81 per cent. TheCom-
mince saw, DO reason wby LIC should chal'Je a hi&her rate of mterclit from 

,the HUOCO for the same purpose. They suggested that the propriety of 
\his and the advisability of LlC directly providing finance fOr houSing 
rather than routing it through , specialised agency like the HUOCO should 
be considered for an appropriate policy decision in the larger national 
interest. 

8. In their reply, the Governmeat have stated that the recommenda-
tions of the Cominittee were considered by tbe Working Group set up by 
Government to consider the existing financing pattern of HUDCO and 
suggest changes therein. The Working. Group felt that this should be 
placed before a higher forum and decided to place it before the emtral 

'Council for Local Self Government and Urban Development. The Central 
Council in its 19th meeting held in New Delhi OD 4th and 5th February, 
1982, resolved that the question of routing ~unds from LIC, GIC and Com-
mercial Banks through HUDeO be decided in consultation with the con-
cerned Ministries of the Government of India, the Planning Commission 
and the State Governments. As regards routing of funds from commercial 
banks through HUDCO the views of the Ministry of Finance (Banking 
Division) are being ascertained. As regard~ routing of LlC/GIC funds 

,through HUDCO, the views of Planning Commission/Ministry of Finance 
(Insurance Division) and the State Govemments are befng ascertained. 

9. The CecumiUee rellftt to DOte tItat the priority or LIC c ......... 
...... rate of interest ,.". HUDCO th. fIIat ell ... ~ the ~ 
GO\'eI'IU8e8ts for rural hoatina .... ROt beeu de ..... by the MInktry .. 
their reply. The Study Gt9IIp c:oIIIdhoted by Ga. ... • at to ___ tile 
cxi .... fiDaDeing pllttern of mJDCO, hive however, ...... wIdI * C ... 
mlttee's ob8en'udoa that LlC should IIOt c .......... rate of ...... f .... 
IIUOCO. The Cow_1idee rekente their a«OIIIIIIftICIn ad de!IIre .... 
_ early declllOl1 be taken both in repnI to tile ........ c-... .......... 
of LlCIGIC finds tIIrOuth HVDCO. 

'c. Need , ... enIaf&IJIR tile role of HUDCO (~ ...... S. No. 14) 

10. The Committee had recommended that in view of the growing 
need for housing, both urban and rural, and the pouibilitiea of eXpaDlion 

.of HUDCO, which was the main instrument with the Central Government 
in the matter of housing, the role of HUDCO should be enlarpcf to mate 
it the priDcipal financial institution for coordination and development in 
the matter ~ housing and urban development with the adequate poweR on 

. the Jines of Indultria) Dc\'elopment Bank of India and the proposed Na-
tioaal Balik for Agricultural aDd R~:aJ Development. U necaury, the 
~HUDCO could be put oa a stahltol'J basis. 
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11. In their reply the Government has. sta~·tbat the Housing and urban. 
Develop~eJl~ Corporation continues to plity a key role in providing bousing 
finance tq different State level institutions iPCluding. the co-operative sector.' I 
Its lending programme is primarily orie~teP towards the EWS and the UG.·' 
As the major public setcor housing tinancial institution, it has a major 
role to play in formulating policies and programmes relating to housing. 
It also maintains constant liaison with the State Housing Boards and other 
State Level institutions. To ensure bctter coordination between the State 
level institutions, Hl!IOCO has mooted a proposal; for setting up an All 
India Housing Association consisting of HUnCO imd other concerned 
agencies, on the lines of the Indian Roads Congress, However, since hous-
ing finance isavailablc from other sources as well including the 'Covern-
ment of India and the State Governments and HUDCO's' investnl~nt pro-
grammes form a part ohhetpJan Programmes and targets, coordination and 
monitoring should continue 'to be done by the Ministry'~~ .Works and 
Housing in consultation with the concerned Ministries wherb the perform-
ance of HUDCO will be' one'of 'the inputs. ,: 

U. The existence; of several iastltutiomi providMIR Ioaas is DOC pKuliar 
to ...... fiaance. Similar Is the position In theelle of IadUlltrlal ftnance 
... ......... credit. Even then, ,he IDBI fuactio. .. the principal &nan-
dill Institution for coordl.aing the working of instm.tioas eIIigIIpd in &auc: .. 
~, promotinc or developiJII industry. S111111ar1y the Act es .... sbiaa· 
National Bank for AgricultnrDJ and RU1'81 Developmeat providtes that the 
N.uonaI BaDk 8haD coordinate die opendons of v...... IMdtudoll& en-
... In tbe field of .... 1 credit. The COlDllllttee. therefore, reitente 
.. tile .. of BUDCO IIaouId be e ......... to .. Ice it ... priadpIII ........ 
clal InIdtatIon for coordination .nd developlD&1tt in tile ...... er of Rouslag 
and urban deveIopmeat. 



CHAPTER U 

RECOMMENDA TlONS THAT HAVE BEEN ACCEPTED BY 
GOVERNMENT 

'I' 1,': 

RecOllllllellda808l (So. No.1) 

_ "~~~~t IloJisingis one of the minimum needs of '~DY civilized society, 
Majority of our popu~ation Jives in ruml areas arid majority of tbe rural 
population be]o~gs to economically weaker section. .; As per an assessment 
of National Buildings Organisation the housing shortage in rural areas was 
()f the order of 16.1 million units as on 30 April, 19RO. Housing is a State 
'Subject. However, several national level organisations including 'Housing 
aDd Urban Deve'opment Corporation (HUDCO) render financial assist-
-anee for housing. In view of the importance of rural housing the Com-
_mittee examined the activilies of! the HUDCO in this reprd. 

(Paragraph 1 of Part II) 

Reply 01 GownuBeIIt 

No action is called for. 

[Ministry of Works & Housing O.M. No. O-J7029111181-PSIHI dated 
19~6-1982] • 

ReCOInalendatfon (SL No.2) 

Although AUOCO was established in 1970 8S an apex body to deal 
with housing shortage by financing and undertaking housing, it ~ 
its activities to the rural areas only from 1977-78 a5 an outcome at die 
Housing M~isters Co~erence hel~ iD pecember 1976. The Dumber of 
building units for which loans have been sanctioned opto 1980-81 .is Just 
3.t lakhs out of whlch loans have been re'eased !or 2.S8 lakh units and 
only t .46 la1ch units have bcencompJeted. The Committee unde1'5tand 
-tbat no pby!licat target is set for HUDCO's assistance. In view of the 
l1Uge bousing shortage of 161 laths units in rural areas the Committee 
Oesire that tbere should be national level coord~nation with a view to set 
physical targets for State level and CeJ:ltra) level age~1I R~ part of our 
lIations1 plans Dnd the prosreslI reviewed periodi~Uy apinst such tarpts. 

(ParaFlph 2 of Part U) 
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Reply of GO\'el'llllleDt 

HUDCO is a financing institution and as such HUDCO fixes financial 
targets and sets up Annual targets for sanction of loan for housing projects. 
During 1981-82 HUOCO's target of loan sanction was Rs. - 190 crores, 
which was exceeded. 

The most important forum for national level co-ordination tor housing, 
is the Central Counal for Local Go.vernrnept and Urban Development 
consisting of concerned Ministers of the State Governments and the Union 
Minister for Works and Housing who is the chairman. The day to day" 
co-ordination and review of progress is done by the Ministry of Works 
and Housing. Physical targets of all the different plan programmes are 
fixed by the Planning Commission who review the progress at least once 
a year at the time of annual plan discussions. 

[Ministry of Works & Housing O.M. No. 0-17029!11181-PS!H I. dated" 
• I , . 

19-6-1982] . 

F .... rlnlonn.ltlM called fGr 

Are there any physical targets for housing fixed for State and Centraf 
Jevel agencies based On the overall targets fixed by the Planning 
Commission? " 

[Lok Sabha Secretariat Office Memorandum No. 90I2!1-PUI82 dated the' 
14th July, 1982]. 

Reply of Government 

For the 6th Five Year Plan, the Planning Commission has indicated 
physical targets for rural house sites-cum-construction assistance programme. _ 
Based on this, the State-wise physical targets have been fixed. 

2· So far as urbun housing is concerned, the Planning Commission has 
ind,cated th~ Plan aUoc~tions in the housing sector for different income 
categories. The physical taraets have been worked out by the Planning 
Coptma.sioo on &be basis of unit cost of construction of houses for ditIer~nt 
lnc~e categories. For instance. the Planning Commission has indicatl:d 
physical target ·for the Economical,.ly Weaker Sections of the Society on-
lhe basis of e"penditure of Rs. 3,O()Oper unit under sites :lnd services 
~herne. -In actual implementation, however. the unit costs of construc- -
tiOD vary significantly. Therefore, it is not possible to work out the 
Statewise physical taraets on the basis of targets fixed by the P1anni~ 
Commission. However, for housing !for the economically weaker !Cction!>. 
annual targets havebeeit fixed for 1982-83 by the State Government ... 
For HUDCQ also, the Planning Commission has indicated physical targets -
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on the same basis. Howe~, HUDCO has different ~eiling costs for 
different income categories and being a financial institution, it ~~ fiD(IIlcial 
taraets only. The pbysical coverage of HUDCO would depend on the 
n....mer of types of schemes received from the Sqites (IIld sanctioned from 
time to time. . 

[Ministry of Works &. Housing O.M. No. ()..17029111182.PSIHI dated 
the 31st July, 1982). 

At present there is PO feed--back as to how many houses the States have 
coustructed. There is thus no knowing at the progress made in removing 
the shortage of rural housing. The picture that has come out of the 
HUDCO in respect of its assistance is disappointing. The assistance 
covered SO far only 10 States of which 3 States (Karnataka, Ketala and 
Gujarat) received 75 per cent of the total loans of Rs. 55.12 crores 
sanctioned. 12 States and 8 Union Territories have not received any 
aasistance. Despite the steps stated to have been taken to elCtend the 
assistance to all the regions the result is a highly skewed pattenl. In this 
connection the Committee note that only one regional office has been 
opened in the region where little or no assistance has been rendered. The 
Committee are of the view that there must be a balanced. asaistancc by all 
the Central institutions together. The HUDCO should ICtp up it~ prq- .. 
motional efforts and open more regional offices to help achieve balanced 
regional development in the matter of rural housing. 

(Paragraph 3 of Part II) 

Reply of Gcnetu ..... 

The Working Group constituted by the Government to examine the 
existing financing pattern of HUDCO and suggest changes therein, noted 
the recommendation. HUDCO's Board of Directors at its meeting held 
on 29-9-8 t decided to open four more regional offices so as to eMure more 
h,lanced financing of housing activity by HUDCO all over the country. 

[Ministry of Works" Housing O.M. No. ()"17029/t 1181-PSIHT dated 
, 19-6-1982J. 

ReeoBm ...... (51. No. 5) 

The rural housing schemes of HUDCO do not seem to be quite aurae· 
tive to the States. For instance, the general ceiling limit of cost of construc-
tion of lb. 4.000 per unit and the 10 years repayment period or the to'llIl 
are considered to be low by the States. The Committee feel that the 
ceiling limit of Rs. 4,000 fixed in 1977 requires a rev;·w. 

. (Paragraph S of Part 11)" 
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Reply of GoftraIeat 

The Govemmeni' 01 India constituted a W9rking Group on 10-1451 
to study the existing financial puttern of HUDCO and suggest changes 

. therein. The Working Group, in its report, has inter alia recommended 
:,tbat the present cost ceiling be raised from Rs. 4,000 to Rs. 6,000 for 
·rural housing schemes. The recommendation has been accepted by tbe 
HUOCO Board of Directors and the Ministry of Works & Housing. Final 
decision is being taken in consultation with Planning Commission and the 
Ministry of Finance.' . 

[Ministry of Works & Housing O.M. No. 0-17029111181-PSIHI dated 
. 19-6-1982] .. 

. '. 

FurQIer bdOlftlBtloD called lor 

Please state the final deCision· of Govetnment on this recommendation 
-on the Committee. 

[Lok Sabba Secretariat Office Memorandum No. 9O/211-PU\82. 
- dated the 14th July, 1912] 

Reply of Goverameat 

Government- have already approved the raising of . ceiling in respect 
. of rural housing from Rs. 4,000 to Rs. 6,000 with effect from 1-7-82 

and this boas been brought to the notice of (be field agencies. 
[Ministry of Works It Housing O. M. No. 0-17029111181-PSIHt 

dated 31st July, 1982] 
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ReeG .xdldoB (51. No. '7) 

HUOCO's assistaDce is now chanoelised tbrouah th~ State Govern-
meDts or the agencies nominated by them as the matching uaiatauce of 
JSO per cent 1m to come from the. State Government resources. The 
Committee recommend that direct assistaoce to Rural HousiDa Cooperative 
Societies in the setting up of which HUDCO could help should be CODSi-
dered provided the societies tire wllling to find the matching funds on 
their own. 

(Parqraph 7 of p~ II) 

The Working Group constituted by the Government to study the 
existiog financing pattern of HUDCO and suggest changes therein, has 
recommended that HUncO should advance 108Ds directly to primary 
house building co-operative societies. The m:ommendation has been 
accepted by the Board of Directors of HUDCO and th~ Ministry of 
Works "Housing. A final decision is being taken in consultation with 
Planning Commission and the Ministry of Finance. 

[Mi.Distry of Works & Housing O.M. No. 0-17029111181-PS-H1 dated 
dated 19th June, 1982) 

F'1IrtIIer lat ...... ailed for 

Please state the final decision of Government on these recommendatioos 
of the Committee. 

[Lok Sabba Secretariat Office Memorandum No. 9O/2/I-PU/82 
dated the 14th July, 198~ 
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~Y.oI~ 

Govemment have already approved th~ adv;Jl1,Cingof ,1<>aqs .... y 
to .primary house' building co-operative societies with ~ffect from. 1-7;..820. . .., , 

[Ministry of ~od~.s& ,l;Ioushlg O.M. No. O.1·7029/1l/81-.PS/Hi 
dated .the alit July, 19821] 

Rec ....... (81. No •. 8.) 

Although the emphasis is on assisting hou!iing schemes utilising locally 
~vaiJa~1c ~terial there has been no building material industry developed 
in I'DJ'aI areas with the assistance of HUDCO so far. The Committee 
are of the view that the HUDCO could usefully ent~t this field and promote 
such industries without waiting for entetyreneurs to corne up for belp. 

('aragraph 8 of ,part 10 

Jleply of G~' 

The 'Y0rking Group consti.~uted by the Government to CQDsider the 
existing finaneinll pattern of HUnco and suggest changes t.herein Dawd 
tlle recommendation that HUDCO could usefully enter the field of build-

. ina D¥lter.ial iodl.\&lries and pr,omote such iQdustl;ies in rural tile8&. 'The 
Group was inform~d that HUDCO already has a scheme for providing 
funds for' building material industries to. any entrepreneUr in the private 
and public sector .."J1I~ itl~. t,O;UJdbe "t up in rural areal 88 
well. HUOCo had also been dissemill'atingthc results elf research work: 
.done by .the :insti.tutions like the CBRletc. to the impIementUioD agen-
cies on the use of new linnovative building materials and also ~ 
the use of local materials and skills with reference to self-help. HUDCO 
W'BSprepa~ed ~o pr~!de funds to entrepreneurs for setting up industries 
for production of building materials. whether new or traditional, so as to 
give a fillip to the housing activity Such industries to be set up in the 
rural areas could also be financed. 

[Ministry of Works & Housing O. M. No. 0-17029/11/SI-PS/HI 
dated 19th June, 1982] 

Reeommeadlldoa (51. No. 9) 

Another area to which the Committee would like to refer is the need 
for developing and strengthening specialised housing agencies in the Stetes, 
the tact of which is responsible for a number of States not availing them-
selves of ~s assistance. This should becoIJle part of develop-
mental activity of the HUOCO. 

(Parqrnpb 9 of Part U) 



fl 
lhfIyofGoftl ...... 

The Working Group constituted by the Government to examine tho 
eiisting financing pattern of HUOCO and suggest changes therein,cODBi-
dered the recommendation of the Committee on Public Undertakings and 
noted that HUDCO had taken and would cODtinue to tako spacial interest 
in' the development and strengthening of specialised holism, qenciOl. 
The Group was informed that HUOCO had helped the State Government 
.or: Sikkim in preparing a Bill for the setting up of Housing Board anti a 
similar assistance had been extended to the Arunachal Pradesh Adminis-
tration.. The Group agreed about HUDCO's promotional role in respect 
of spcialiscd hOUSing financial agencies and took note of the existiD8 elTorts 
of HUOCO in' this respect. A final decision on the recommendation is 
being taken. in consultation with Planning Commission aad the Ministry 
of Financc. ' . I 

[Ministry of Works" Housing O. M. N<r. (}.17029/ll/81-PS/Il( 
dated the 19th June, 1982]. 

F ...... r iIdomudIon adW IOi' 

Please state the final decision of Government on these recommenda-
tions of the Committee. 

[Lot Sibhe Secretariat ·Olftce Memorandom: 9O/2/1.,;PU/8% 
dated 14th· July; 198~ 

The Working Group noted that HUDCO has taken and wilt continue to 
take special interest hi" the develc;prnent MId strengthening or specialised 
housing agencies. This observation hes been accepted by the Government. 

[Ministry of Works & Housing O. M. No. 0-1 ~O~9JllJ81-pS.HI 
dated 31st July. 1982] 

..... H"4 .... ·.( .. I'Mo~ .2) 

The Committee have been informed that the issues related to HUDCO 
assisted rural bousing schemes -were raised in the Conference of the Minis-
ters of Local Government and Urban oevelopmenl in December, 1980 
which was also attended by the Housing Ministers. In pununnco of a 
resolutiOn paued therein a group of officials representing the State dov-
ernments.. HUOCO and the Planning Commiui6n' and expens in the 
field bas ~n set up in February, 1981 to examine the ~easjbiJity of in-
troducing some changes in the eXfsting pattern of fulidlttg'by the HUOC<> 
in respCct or the rate of interest, ceiling cost and the'period of repa~ 
ment and the percentage of funding in urban and rurat . ateft. The Group 



12 
is expected to submit its report within a year of its setting up. The 
Committee desire that their observatiOns contained in the foregoing para-
graphs should be borne in mind by the Group and for this purpose of its 
terms of reference are required to be widened it should be done. The 
Group should report promptly before the end of March, 1982. Thereafter 
tbe follow-up action should be initiated with expedition. The Com-
mittee would like to be informed of the changes effected. 

(Paraaraph 12 of Part II) 

The recommendations of the Committee on Public Undertakings con-
tained in the 26th Report on 'Housing & Urban Development Corporation 
-Rural HousinZ" preseqpl to the Parliament on 21-12-81, were placed 
before the Working Group constituted by the Govt. to study the existing 
financing pattern of HUOCO and sUJlCst chanaes therein. The Group 
\,'Onsidered the recommendations. 

The recommendations of the Group have been accepted by the Board 
of Directors of HUIXX> and the Ministry of Works and Housing and 
final decisions are being taken in consultation with the PlaMing Com-
mision and the Ministry of Fimmce. 

[Ministry of Works" Housing 01 M. No. 0-17029/11/81-PS/HI] 
dated the 19th June, 1982] 

Plcasc state the final decision of Government On these recommendations 
of the Committee. .' I ~ 

" u 

[Lot Sabha Secretariat Office Memorandum 90/2/1-
PU/82 dated the 14th July, 1982]. 

O~rnment have accepted all the recommendations of the WorkinJ 
Oroup except the following: . 

(a) Creation of a special reserve rund for meetinl contingencies 
lU'isiDg out of direct Jendioa to Primary House BuiJdinl C0-
operative Societies. 
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(b) Providing Government Guarantee for loans carrying interests 

upto 10 per cent and 

(c) Continuance of subsidy for interest dift'erentia) to HUDCO at 
2 per ceDt of its lendings. 

So far as creation of special rescl'Vc fund. is concerned, Government 
h~ve not acepted the recommendations because of the fact that lRJDCO 
already has sufficient reserves to meet such contingencies. 

As regardiq providing Government Guarantee' at an interest rate of 
10 per cent and continuance of subsidy for interest differentials, the mat-
ter is being considered separately. . 

[Ministry of Works & Housing O.M. No. 0-17029jIljl1-ps/Hi 
dated 31st July, 1982] 

RetolD ........... (51. No. 13) 

The .Committee learn that no international funding ngerJcy, not even 
the World Bank, is interested in financing rural housing at a reasonable 
,ate of interest. This is IOmewhat surprising. The Committee are left 
with the impression that perheps a case has not been mede out by the 
developing countries to commit th~ international agencies to assistiDJ such 
a crucial area of development as rural housing. They., therefore, desire 
that the possibility thereof should be explored by our country as early as 
possible. 

(Paragraph 13 of Part II) 

The Wprking Group cOnstituted by the Government to examine the 
existing financina pattern of HUDCO and IUgest chaJJFS therein aarecd 
with the observation of the C9mmittee on Pub6c Undertakings that the 
possibility 01 utilisation of funds from international funding agencfea should 
be explored. 

The Government of India has entered into an agreement with the .. 
United Kingdom Government on 18-3·1982 for bi-lateral assistBnce for 
financing sites Ie services. EWS and low cost housing in urban and rural 
areal, This Ministry has also forwarded proposed proposals for pos.41ibJe 
bi-Iateral assistance to HUDCO for rural housing .chemes. 

[Miniitry of Works a Housing O·M. No. O-J7029/lJ/81-PS/Hl 
deted 19th June, 1982.] 



CHAPTER UI 
!COMMENDATIONS WHICH THE COMM11TBE 00 NOT 
DESIRE TO PURSUE IN VIEW OF GOVERNMENT'S ·REPLIES 

a.o.n.e .. deft (81; Nb. ') 

At present the rural housing scheme of Hunco is confined to cconomi-
Illy weaker sections. Th~re oUght to be earmarking of fundi. of the 
UDCO for assistance to SC/ST sections of the . rural population. Futdaer-. 
Ie HUoeO could diversify its Lending operatiODs in rural areu· to cover 
IW income groups as in.J.lrban areas. 

Reply 0( Gowmment 
The Government of India constituted a Worki.ng Gtoup to ~udy· the 

"isting financing pattern of HUoeo and suggest changes therein. The 
Vorking Group considered the recommendation of the Committee on Pub-
ic· Undertatin$'" and observed that HUIX.."'Q bas always been concentrating 
)n housing schemes for EWS, in which category cOl\les the bulk of the 
iC/ST population. Besides. some ag~s in certain States formulate 
!;Chemes exc!ustivcly or predominantly for SqST population. On the basi~ 
of available information, 23 per cent of the rural houses sanctiOl\ed by 
HUDCO are for SCI ST. To work out the exact impact or HUnco scheme. 
on SCIST, HUDCO is milking efforts to coUeet complete statistical dara Qnd 
hasQl1lO prescribed that the information regarding SqST sh()uld be furnisbed 
at the Joan application stage itself. . 

As regards cOverage at' rural UG by HUOCO s~el. IjftC~ the· bulk· 
of the people in the rural areas fall in the EWS category and in view· of the· 
limitation of resources, diversifying activities of RUDCO would dilute its 
i.et <mEWS. 

[Ministry of Works & Housing O.M. No. 0-17029/11/81-PS/HI 
dated 19th June, 1982] 

RlCIODIIIIIdatioa (st. No~ 11) 

Despite grant of loans at concessional rate of interest to the ~o:
m1caUy weaker sections of the community and the low int:ome group~ wIdth· 
is ·su~dtstd to som~ extettt hy the Government. theHUDCO has ··buDtup 
considerable reserves out of the overall profits. In view c:6 this positioft.; 
the .Committee would suggest that the possibility or reduction in the tond-
Jill! rates of the HUDCO should be considerecr. 

. (pamgraph 11 of Part II) 

Reply of· eo.er-mt 
The Government of India constituted a Working Group to stuctY tile 

e~ttfn8fti'lanchig pattern of· Jt\1DCo·and. suggeit .cha~th.nc The 
WorkingOroup Tccommended ~ marginal mcrease 1ft lendIng rates in most 

14 
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of the cases. However no increase was recommended for Sites" Services, 
COre Housing, Skeletal Housing, Slum-Upgradation & Rural Houain,. It 
was felt that that for a financial institution handling large finances, it was 
necessary to build ~p considerable reserve to prove its credit-worthiness 
to leading institutions. Such reserves would also reduc!! HUllCCYs .de-
.pcmdence on Govemment subsidy. which could be ,reduced in due coone 
dl ,time after suftickOt reserves are built A finnl decision on the recom-
mendations is being taken in consultation wH,h the Ministry of Finance and 
the Planning Commission. 

{Ministry of Works'" Housing O·M. No. 0-1702g/11/81-PS/HI 
dated ~o 19th July, 19.8~J 

....... ~eaIW·tor 

P1CNestate ,tbe6nal decision of Government on these recosnmeadatioDl 
of tbe Committee. 

'(Lok Sabha Secretariat Office 
, Memorandum 901211-PU182 

dated the 14th July, 1982). 
Reply 01 Govereane __ t 

'Asatready stated the Working Group haa lecommoaded a marginal iIl-
crease in lending Nites in most of the ~aca;. Howevc.:. DO iliCr_ HI'in-
,terest rate was recomO).cnded in cusc of sites and services schome, Skeldal 
HoUsing.· Coro Housing, 'Rural Housing S:;:heme and plctted Development 
Scheme (Category A) .Ilecommendation Q( the Working Group in this 
respect has been accepted by the Government. 

'[Mi~try of Works & Ho.u$iog O·M. No. 0-17029/H/81-psilil 
dated 31st J wy, 198.2). 



CHAPTER IV 

lECOMMENDATIONS IN RESPECf OF WHICH REPLIES OF 
JOVERNMENT HAVE NOT BEEN ACCEPTED BY THE COMMITrEE 

Re.-ODImendlltiOD (51. No.4) 

On the whole the Committee's examination has revealed that the opo1;a-
lion of HUOCe in the field of ru .... 11 housing has been marked by an 
!JDdul, cautious approach instead of being development oriented. Paucity 
Jf funds bas been adduced as one of the reasons for the late starting eX: the 
operation and poor allocation of funds, therefor. Rural housing accoun-
ted lor only 'Rs. 55.12 crores out of the total loan of Rs. 763.09 crom 
lanctioned by HUDCO up to 1980-81 which worked out to 7.2 per cent. 
I\t present 1 S per cent of the resources is earmarked for rural housing 
Considering the late start of thi~ activity and the magnitude of requirement 
this allocation seems inadequate. A ratio of 8S : 15 for allocation of 
resources between urban and rural areas is to say the least not doing 
justice to the rural areas. The Committee therefore, feel that within 
the financial resources available the rural areas ought to get '8 higher 
allocation of adeast 50 per cent. 

(Paragraph 4 of Partm 

Reply 01 Gcmrnmeat 

The recommendation of the Committee on Public Undertakings was 
noted by the Working Group constituted by the Government to study the 
existing fllmnciog pattern of HUOCO and suggest changes therein. The 
Working Group felt that if HUOCO is lending for rural housing is raised 
from .the existmg 15 per cent of the total loan allocations to SO per cent 
as recommended by the Committee on Public Undertakings, about 90 per 
cent of tbe HUDCO's funds would be earmarked for lending at subsidised 
rates r( interest. . This wi11 lIeriously affect HUDCO's lending programme 
as it would not be in a position to borrow further funm from the financial 
institutions. The earmarking of funds for rural housing was raised from· 
10 per cent to 1 S per ceot in December. 1980. Since raisin~ it further 
would reduce HUOCO's capacity to horrow unless a heavy subsidy it pr0-
vided, the Working Group was of the view that the funds earmarked for 
rural housing may be kept at 1 S per cent. 

2. HUDCO has sinc:e decided that if in 'Sny year surplus funds are 
available with HUDCO. this would be diverted to augment the lOans for 

16 
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rural housing schemes. The Working Group also noted that during 1977· 
81 out of 7,06,000 dwelling units sanctioned by HUOCO, 3,80.000 wcro 
in the rural areas. This accounts for 53 per cent of the total dwclliq 
~ta sanctioned by HUDCO. 

[Ministry of Works & Housing O.M. No. 0-17029/11/81-PS/HI 
, dated 19-6-1982.) 

Please see Paragraph 6 of Chapter lof the Report 
_ ........ (SI. No. 14) 

In view of the growing need for housing, both urban and rural and 
the possibilities of expansion of H{IOCO, which is the main instrument 
with the Central Government in the matter of housing, the Co~mittee re-
commend that the role of HUDCO shouldbc enlarged to ·make it the 
principal financial institution for coordination and development in the 
matter of housing and urban development with adequote powers on the 
lines of JDBI tmd the p!Op<?Sed NBARD. If necessary, the HUDCO could 
be PUt 00 a statutory basis. 

(Paragraph 14 of Part .II) 

Reply of Go ........ 

The Housing end Urban Development Corporation continUes to playa 
key role in providing housing finance to different state level institutions in-
cluding the co-opcrative sector. Its lendinl programme is primarily orien-
ted towards the EWS and the UG. As the major public sector hou&iDl 
6naacial. institution, it has a major role to play in for1nulating politics and 
prosrammes relating to housiaa. It also meintaina coutant liaiSOn with the 
State HousiDa Boards and other State. level institutions. To eDSu~ bcUet 
coordinatiOD between the State level institutions, HODCO bas mooted a 
propoaal for -tcItiDg up an AU -India Housing AI8ociatioo cODIistiDi d 

, -HUDOO IJId other concemcd agencies, on -the lines of the Indian RoadI 
ec.,ress. However, since housing finance is available from other sour:cce 

, as 1tdl 'inelucJiDg the Government of India and the State Govcrnmentll- and 
RUDCO'I inveatment programme form apart of tht' Plan Programmes and 
targets. coordiJiation and moniiorilll shou~ coatinue to be done by the 
Ministry of WOJb " Housiaa in consultation with tbe concerned Ministries 

"where the petfotmanCc-of HUDCO will be one of the inputs. 

[Ministry of Works" Housipg O-M. No. 0-17019/11/8J-PS/HI 
- dattd J 9-6-1982 ) 

ComIDGllte of the Committee 

Please se~ P.~ 12 of Chapter I of the Report. 



CHAPTER V 

lBCOMMBNDATIONS IN RESPECf OF WHK:H FINAL REPUES 
OF GOVERNMENT ARE STILL AWAITED. 

RecG [I ad .... (81. No. 1.) 

HUDCO raises funds from sources like LlC at a higher rate of il\terest 
(lO.S per '?Cnt) and lends money for rural housing at a lower rate (4-S per 
~ent). The LlC also provides f1Uids directly to the State Govel1llDeDt for 
bou,u., at 8·S per cent. The Committee see no reasOll why UC ahoulcl 
cha.rac a hiJber rate of interest from the IiUIX::O for the same wepose. 
The propriety of this and the advisability of UC directly providing finance 
for pouaiDg rather than routing it throup a specialilCld apocy Ute the 
HUbco should be considered. for an appropriate policy decision in the 
-acr national interest. 

(Pataaraph 10 Of Pan U) 

Replyof~" 

. LlC/GIC provide loans for housing to HUDCO. the State Governments 
apd the Apex-co-operatlve Housing Societies at differeot rates of interest. 
So far 81 RUoeO is concerned" the LlC has released loan for 1981-82 at 
• .-omioaal rate of 10.S per cent subject to final deci.iou. So far as State 
GovernDUlnts aTe concerned LIC loans are advanced at 8. S per cent for 
rural houlin, and at 10. S per cent for general bouIin,. 

The recommendations of the Committee were CODIUWred by Work-
ing Group set up by the Go¥enlilent to COIlsldei' the existtilg fln ...... pat-
tern of HUD(X) add stigests ehanaes themo. The WorkiDj ~ ttlt 
tlat this mould be placed before a higher fotum and ckiclded to place it 
~ tho Central CoUncll fOr t.oc.d Self-Gm.-ameat 'lad tJit:M4 Dege-
toRment. The Centnl Couftcil for Local self..O~ .... U,D., hi. Its 
t9th meetiDg beld in New Delhi on 4th and 5th Pebraary. 1982 reeoWcd 
that the question of rouling funds ,from LlC, ole aftd ComIMftlial B&Db 
throuah HUbCo be decided in cODsultation wttb the CODoemeci MiD-
tltrles of the Oovemment of India, the lllJllling ComadMiCJD at the Slate 
Oovernments. As regards routing of funds from COIIUIIeNial banks. thr~ 
HUDCX> the views of the Ministry of Pinatlc:e (~DlvIsiaD) are .... 
~. IY reprds rouUna of LIC/GIC funds throup HUDCO, the 
views of PIUIDiDg Commisaioo/Ministry of Finance (Insurance Division) 
and the State Governments are being ascertained. 

(Ministry of Works It Housing O.M. No. 0-1'$29111181-PSI81 
dated t 9·6-1982 ) 
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I'Iatbea- ..... • ........... 

Please state the final decision elf GovemmOllt on these recommendations 
of the Committee. 

(Lot Sabba Secretariat office Memorandum 901211-PU/82 
dated the i4Ul July, 1982). 

Reply of GMerw at 

A final decision is likely to tltke 80Dle time, since we are ascertaining 
tho viows dl the PtBlUllDJ Com.tDiasiOll, Ministry 01. PiaaIlce (WuruiDI 
Division " Banking Division) and the State Governments. 

(Ministry of Works" Housing O.M. No. 0-17029111181-PSIHI 
dated 31st July, ~982) 

NEW DELHI; 
21 October, 1982 

29 AwiM. 1904 (Saka) 

MADHUSUDAN VAIRALE, 
Chair",." 

Committee on PuWic Un4ertaldngs. 



·at •• BNDIX 

,Vidr para 3 oCthe Introduction) 

:~_ly~it or tbe.ac:"takea by GoYemmeDt (JJI rrcommcndationl QJDtamrd 
in the 86th Report of the Committee on Public: Underlakinp (SeVtlltb 
Lok Sahha) on Houaing and Urban Drvriopmc:nt Corporation LId. 
Rural HoUling 

I. Total number ofrecolllllleDdationt 14 

,n. Recommend.i.llOilI that have been ,cc:epled by the GovemllllCllt(V_ 
recomrnendl(t':itml at S. NGB. I, II, 3, 5. 6, 7. 8, 9. 18 ud IS • '. • 9 

Pc-rct'nl"ge to 10lal • Ei4' a8% 
, . 

nl. RecomlN!ndatioa wb\eh the C'AOIIIIDittt.e do not drlit'e to pur,ue in view of 
GovernmeDt'.reply <_ ~commendaliOll at S. Not. 6 aDdu) . . II 

Percenlage to total . 14'''% 

IV. RrllOlDllleadatiGn ill rrapect of which replics of GoverllDleDt have not 
been ac:c.pted by thII! Comroiltlle ,ddt rccolIIJDendationa .t S. NOl. 4 anc1 
':f) . .' • • • • • • • • • t 

Pl"rcentar to total . '4'118% 

V. Rcc:ommcndation in reaped of which fill8luplit'1 of GoVc'~nt are ttill 
awaited (1IiIIr rrcommendatiOD at S. No. 10) . • • • • 
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