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INTRODUCTION

1, the Chairman, Committee on Public Undertakings having been au-
sthorised by the Committee to submit the Report on their behalf, present
this 52nd Report on Action Taken by Government on the recommendations
-contained in the 26th Report of the Committee on Public Undertakings
(Seventh Lok Sabha) on Housing and Urban Development Corporation
Ltd.—Rura} Housing.

2. The 26th Report of the Committee on Public Undertakings was pre-
sented to Lok Sabha on 21 December, 1981. Replies of Government to all
the recommendations were received by 21 June, 1982. Further 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 Committee on Public Undertakings on 8 October, 1982.

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

New DeLHI; MADHUSUDAN VAIRALE,
‘21 October, 1982. Chairman,
29 Asvina 1904 (Saka). COmmittee on Public Undertakings.
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CHAPTER 1
REPORT '

The Report 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 Committee on Public Undertakings on Housing
and Urban Development Corporation Ltd.—Rural Housing which was
presented to Lok Sabha on 21st December, 1981.

2. Action Taken notes have been received from Government in respect
of all the 14 recommendations contained in the Report. These have been :
categorised as follows:—. : '

(i) Recommendations/observations that hdve been accepicd by
Government, '

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

(ii) ‘Recommendations/Observations which the Committee do not
desire to pursue in view of Government's replies.

S. Nos. 6 and 11

(iii) Recommendations/Observations in respect of which the Gov- .

ernment’s replies have not been accepted by the Commince,
S. Nos, 4 and 14.

(iv) Recomendations/Observations in respect of which final re-
plies of Government are still awaited.

S. No. 10.

The Committee will now deal with the actiop taken by Government on -
some of their recomdiendations,

'A. Poor aliocation of fends for rural housing (Recommendation S. No. 4)-

3. The Committee had observed that on the whole their examination
had revealed that the operation of HUDCO in the field of rural housing
had been tharked by an unduly cautious approach instead of being deve--
lopment oriented. Psucity of funds had been adduced as one of the
reasons for the late starting of the operation and poor allocation of funds
therefor. Rural housing accounted ‘fof only Rs. $5.12 crores out of the
total loan of Rs, 763.09 crores sanctioned by HUDCO upto 1980-81
which worked out to 7.2 per cent. At present 15 per cent of the resources -
is earmarked for rural housing. The Committee had further observed that..
“considering the late start of thig activity and the magnitude of require--
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ment, this allocation secms inadequate. Aration of 85:15 for allocation
of resources between urban and rura] 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 that the recommendation
of the Committee on Public Undertakings was noted by the Working Group
constituted by the Government to study the existing financing pattern of
HUDCO and suggest changes therein. 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 {unds
would be earmarked for lending at subsidised rates of interest. This will
seriously affect HUDCO's lending programme ag it would not be in a
position to borrow further funds from the financial institutions. The ear-
marking of fundg for rural housing was raised from 10 per cent to 15 per
cent in December, 1980. Since raising it further would reduce HUDCO's
capacity to borrow unless a heavy subsidy is provided, the Working Group
was Of the 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 are
available with HUDCO, these would be diverted to augment the loans for
rural housing schemes. The Working Group also noted that during 1977—
81 out of 7,06,000 dwelling 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 HUDCO.

6. The Comnittee arc not quite satisfied with the reply tuornished by
the Ministry.  Having regard to the fact that the majority of the popula-
fion lives in rural areas and majority of the rural population beloags to
Economically Weaker Section, the aumber of dwelling units sanctiened in
Rural areas (which was 53 per cent for the years 1977—81) should bear
_gome relation 10 the pércentage of popilation in rural aress. The Commit-
tee feel that there is a clear case for incremsing the allocation for rural
housing if not to the exten of 50 per cent at least to the extent that would
"help to achieve this purpose. The efforts of HUDCO in this regard ought
“to be development orlented.

B. Loan from LIC (Recommendation S. No. 10)-

7. The Committee noted that HUDCO raised funds from;ﬁoufrces -lil;kacl
"LIC at a higher rate of interest (104 per cent) and lent money for ru
“housing at a lower rate (4—5. per cent), - The LIC also provided funds
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-directly to the State Governments for housing at 84 per cent. The Com-
mittee saw no reason why LIC should charge a higher rate of interest from
.the HUDCO for the same purpose. They suggested that the propriety of
this and the advisability of LIC directly providing finance for housing
rather than routing it through a specialised agency like the HUDCO should
be considered for an appropriate policy decision in the larger national
interest.

8. In their reply, the Government have stated that the recommenda-
tions of the Committee were considered by the Working Group set up by
Government to consider the existing financing pattern of HUDCO  and
suggest changes thetein. The Working. Group felt that this should be
placed before a higher forum and decided to place it before the Central
~Council for Local Self Government and Urban Development. The Central
Council in its 19th meeting held in New Delhi on 4th and 5th February,
1982, resolved that the question of routing funds from LIC, GIC and Com-
mercial Banks through HUDCO be decided in consultation with thé 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 regards routing of LIC/GIC funds
‘through HUDCO, the views of Planning Commission/Ministry of Finance
(Insurance Division) and the State Governments are being ascertained.

9. The Committee regret to mote that the priority of LIC chayging
higher rate of interest from HUDCO than that charged from the Stale
Governmests for rural honsing has not been dealt with by the Ministry im
their reply. The Study Group constituted by Goverament to examine the
exisling financing pattern of HUDCO, have however, agreed with the Com-
mittee’s observation that LIC should not charge higher rate of interest fromy
HUDCO. The Committee reiterate their recommendation and desire that
an early decision be taken both in regard to the interest charges and routing
‘of LIC|GIC funds through HUDCO.

‘C. Need for enlarging the role of HUDCO (Recommendation S. No. 14)

10. The Committee had recommended that in view of the growing
need for housing, both urban and rural, and the possibilities of expansion
.of HUDCO, which was the main instrument with the Central Government
in the matter of housing, the role of HUDCO should be enlarged to make
it the principal financial institution for coordination and development in
the matter of housing and urban development with the adequate powers on
-the lines of Industrial Development Bank of India and the proposed Na-
tional Baok for Agricultural and Ru:al Development. If necessary, the
"HUDCO could be put on a statutory basis.
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11. In their reply the Government hag stated that the Housing and urbap.
Development Corporation continues to play a key role in providing housing
finance tq different State level institutions including the co-operative sector. '’
Its lending programme is primarily ori¢ated towards the EWS and the LIG.:
As the major public setcor housing financial 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 better coordination between the State
level institutions, HUDCO has mooted a proposal for setting up an All
India Housing Association consisting of HUDCO and other concerned
agencies, on the lines of the Indian 'Roads Congress. However. since hous--
ing finance is available from other sources as well including the Gowem-
ment of India and the Stat¢ Governments and HUDCO's mvestmcnt pro-
grammes form a part of the'Plan Programmes and targets, coordination and
monitoring should continue to be done by the Ministry of Works and

Housing in consultation with the concerned Ministries wherc the perform-
ance of HUDCO will be: one of ‘the inputs.

12. The existence, of several institutions providing loans is not peculiar
to housing finance. Similar Is the position in the case of industrial finance
and rural credit. Even then the IDBI functions as the principel finan-
cial institution for coordinsting the working of institutions engaged in financ-
ing, promoting or developing industry.. Similarly the Act establishing-
National Bank for Agricultural and Rural Devclopment provides that the
National Bank shall coordinate the operations of various institutions en-
gaged in the field of rural credit. The Committee, therefore, reiterate
M&emleo(HUDCOshouldbeenhrgedtomkeilthepﬂWﬁnn-
cial institution for coordination and development in the matter of Housing
and urban development. -



CHAPTER 1l

RECOMMENDATIONS THAT HAVE BEEN ACCEPTED BY
GOVERNMENT

Tt

Recommendation (So. No. 1)

Decent hopsing is one of the minimum needs of~aﬁj' civilized society,
Majority of our popu'ation lives in rural areas and majority of the rural
population belongs to economically weaker section. * Ag per an assessment
of National Buildings Organisation the housing shortage in rural arcas was
of the order of 16.1 million units as on 30 April, 1980. Housing is a State
subject. However, several national level organisations including ‘Housing
and Urban Deve'opment Corparation (HUDCO) render financial assist-
ance for housing. In view of the importance of rural housing the Com-
mittec examined the activities of the HUDCO in this regard.

(Paragraph 1 of Part II)

Reply of Government
No action is called for.

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

Recommendation (S No. 2)

Although HUDCO was established in 1970 as an apex body to deal
with housing shortage by financing and undertaking housing, it extended
its activities to the rural areas only from 1977-78 as an outcome of the
Housing Ministers Conference held in December 1976. The number of
‘building units for which loans have been sanctioned upto 1980-81 is just
4.% lakhs out of which loans have been rc'cased for 2.58 lakh units and
only 1.46 lakh units have been completed. The Committee understand
hat no physical target is set for HUDCO's assistance. In view of the
huge housing shortage of 161 lakhs units in rural areas the Committee
desire that there should be national level coordination with a view to set
physical targets for State level and Centra) level agencies as part of our
national plans and the progress reviewed periodically against such targets.

(Paragraph 2 of Part II)
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Reply of Government

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 HUDCO's target of loan sanction was Rs. 190 crores,.
which was exceeded.

The most important forum for national leve] co-ordination for housing
is the Central Council for Local Governmeat 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, 0-17029'11{81-PS!H, 1. dated"
19-6-1982].

Further information called for

Are there any physical targets for housing fixed for State and Central

level agencies based on the overa'l targets fixed by the Planning
Commission? .

[Lok Sabha Secretariat Officc Memorandum No. 90]2|1-PU|82 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 urban housing is concerned, the Planning Commission has
indicated the Plan allocations in the housing scctor for different income
categories. The physical targets have been worked out by the Planning
Commission on the basis of unit cost of construction of houses for different
income categories. For instance, the Planning Commission has indicated
physical target for the Economically Weaker Sections of the Society on-
the basis of expenditure of Rs. 3,000 per unit under sites and services
scheme. In actual implementation, however, the unit costs of construc- -
tion vary significantly. Therefare, it is not possible to work out the
Statewise physical targets on the basis of targets fixed by the Planning
Commission. However, for housing for the economically weaker sections,
annual targets have been fixed for 1982-83 by the State Governments.
For HUDCO also, the Planning Commission has indicated physical targets -
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on the same basis. However, HUDCO has different ceiling costs for

different income categories and being a financia] institution, it fixes financial

targets only. The physical coverage of HUDCO would depend on the

number of types of schemes received from the States and sanctioned from

time to time.

[Ministry of Works & Housing O.M. No. 0-17029{11|82-PS|HI dated
the 31st July, 1982].

Reconmmendation (S1. Neo. 3)

At present there is no feed-back as to how many houses the States have
constructed. There is thus no knowing of 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, Kerala 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
assistance. Despite the steps stated to have been taken to extend the
assistance to all the regions the result is a highly skewed pattern. 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. assistance by all
the Central institutions together. The HUDCO should step up its pro--
motional efforts and open more regional offices to help achieve balanced
regional development in the matter of rural housing.

(Paragraph 3 of Part 1I)
Reply of Government

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 hcld
on 29-9-81 decided to open four more regional offices so as to ensure more
balanced financing of housing activity by HUDCO all over the country.

[Ministry of Works & Housing O.M. No, 0-17029/11[81-PS|HT dated
© 19-6-1982].

Recommeadstion (Sl. No. 5)

The rural housing schemes of HUDCO do not seem to be quite attrac-
tive to the States. For instance, the gencral ceiling limit of cost of construc-
tion of Rs. 4,000 per unit and the 10 years repayment period of the loar
are considered to be low by the States. The Committee feel that the
ceiling limit of Rs. 4,000 fixed in 1977 requires a revi-w,

' (Paragraph 5 of Part 1D
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Reply of Government .
The Government of India constituted a Working Group on 1U-2-51
to study the existing financial puttern of HUDCO and suggest changes
‘therein. The Working Group, in its report, has inter alia recommended
+that the present cost ceiling be raised from Rs. 4,000 to Rs. 6,000 for
‘rural housing schemes. The recommendation has been accepted by the
HUDCO 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. 0-17029|11|81-PS|HI dated
|  19-6-1982)..
Further information called for

Please state the final decision of Government on this recommendation
~on the Committee,

[Lok Sabha Secretariat Office Memorandum No. 90/2/1-PU|82
‘ dated the 14th July, 1982]

Reply of Government

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 has been brought to the notice of the ficld agencies.

[Ministry of Works & Housing O, M. No. 0-17029|11|81-PS{HL
dated 31st July. 1982]
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Recommendation (SI. No. 7)

HUDCO's assistance is now channelised through the State Govern-
ments or the agencies nominated by them as the matching assistance of
450 per cent has to come from the State Government resources. The
Committee recommend that direct assistance to Rural Housing Cooperative
Societies in the setting up of which HUDCO could help should be consi-
dered provided the societies are willing to find the matching funds on
their own.

(Paragraph 7 of Part II)
Reply of Government

‘The Working Group constituted by the Government to study the
existing financing pattern of HUDOO and suggest changes therein, has
recommended that HUDCO should advance loans directly to primary
house building co-operative socicties. The recommendation has been
accepted by the Board of Directors of HUDCO and the Ministry of
Works & Housing. A final decision is being taken in consultation with
Planning Commission and the Ministry of Finance.

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

Further information called for

Please state the fina] decision of Government on these recommendations
of the Committee.

[Lok Sabha Secretariat Officc Memorandum No. 90/2/1-PU/82
dated the 14th July, 1982]
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Reply of Goyernment

Government have already approved the advancing of leans digectly
to primary house buddmg co-operative societies with effect from 1-7-82.

[Ministry of Works & ,Housmg 0. M. No. 0-17029/11/81PS/KI
dated the 3ist July, 1982]

Recommendation (SI. No. 8)

Although the emphasis is on assisting housing schemes utilising locally
available material there has becn no building material industry developed
in rural areas with the assistance of HUDCO so far. The Committee
are of the view that the HUDCO could usefully enter this field and promote
such industries without waiting for enterprencurs to come up for belp.

(Paragraph 8 of Part II)

Reply of Government:

The Working Group constituted by the Government to comsider  the
existing financing pattern of HUDCO and suggest changes therein noted
the recommendation that HUDCO could usefully enter the field of build-

-ing material industries and promote such industies in rural areas. ‘The
Group was informed that HUDCO a'ready has a scheme for providing
funds for- building material industries ta any entrepreneur in the private
and public sector.  Fhese industries. could be set up in rural areas as
well. HUDCO had also been disseminating the results of research work
done by the institutions like the CBRI etc. to the implementation agen-
cies on the use of new/innovative building materials and also promoting
the use of local materials and skills with reference to self-help. HUDCO
wag prepared to provide 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. 0-17029/11/81-PS/HI
dated 19th June, 1982]

Recommendation (SI. No. 9)

Another area to which thc Committec would like to refer is the need
for developing and strengthening specialised housing agencics in the States,
the lack of which is responsible for a number of States not availing them-
selves of HUDQO’s assistance.  This should becomc part of develop-
mental activity of the HUDCO.

(Paragraph 9 of Part TI)
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Reply of Government

- The Working Group constituted by the Government to examine the
existing financing pattern of HUDCO and suggest changes therein, consi-
dered the recommendation of the Committee on Public Undertakings and
noted that HUDCO had taken and would continue to take special interest
in’ the development and strengthening of specialised housing agencies.
The Group was informed that HUDCO had helped the State Government
of 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 spcialised housing financial agencies and took note of the existing efforts
of HUDCO in this respect. A final decision on the recommendation is
being taken in consultation with Planning Commission and the Ministry
of Finance. ' o

[Ministry of Works & Housing O. M. N&* Q-17029/11/81-PS/HI
dated the 19th June, 1982].

Further information ceafled for

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

[Lok Sabhe Secretariat Officc Memorandam: 90/2/1-PU/82
dated 14¢th July, 19824

“:' MG o

The Working Group noted that HUDCO has taken and Wwill continue to
take special interest in' the development and strengthening of specialised
housing agencies. This observation has been accepted by the Government.

[Ministry of Works & Housing O.M. No. 0-1702911/81-PS-HI
dated 31st July. 19823

Reconimendstion (54, No, 12)

The Committee have been informed that the issues related to HUDCO
assisted rural housing schemes were raised in the Conference of the Minis-
ters of Local Government and Urban Development in December, 1980
which was also attended by the Housing Ministers. In pursuance of a
resolution passed therein a group of officials representing the State Cov-
ernments, HUDCO and the Planning Commission and cxperts in the
field has been set up in February, 1981 to examine the feasibility of in-
. troducing some changes in the existing pattern of funding by the HUDCO
in respect of the rate of intercst, ceiling cost and the ‘period of repay-
ment and the percentage of funding in urban and rural areas. The Group
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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
termg of reference are required to be widened it should be done. The
Group should report promptly before the end of March, 1982. Thereafter
the follow-up action should be initiated with expedition. The Com-
mittee would like to be informed of the changes effected.

(Paragraph 12 of Part 1)

Reply of Government

The recommendations of the Committee on Public Undertakings con-
tained in the 26th Report on ‘Housing & Urban Development Corporation
—Rural Housing” presenged to the Parliament on 21-12-81, were placed
before the Working Group constituted by the Govt. to study the cxisting
financing pattern of HUDCO and suggest changes therein. The Group
considered the recommendations.

The recommendations of the Group have been accepted by the Board
of Directors of HUDCO and the Ministry of Works and Housing and
final decisions are being taken in consultation with the Planning Com-
mision and the Ministry of Finance.

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

Please state the final decision of Government on these recommendations

of the Committee. ; 1 g 5
[Lok Sabha Secretariat Officc Memorandum 90/2/1-

PU/82 dated the 14th July, 1982].

Reply of Government

Government have accepted all the recommendations of the Working
Group except the following: )

(a) Creation of a special reserve fund for meeting contingencies
arising out of direct lending to Primary House Building Co-
operative Societies.
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(b) Providing Government Guarantec for loans carrying interests
upto 10 per cent and

(c) Continuance of subsidy for interes; differential o HUDCO at
2 per cent of jts lendings.

So far as creation of special rescrve fund.is concerned, Government
have not acepted the recommendations because of the fact that HUDCO
already has sufficient reserves to méet such contingencies.

As regarding 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, 0-17029|11|11-PS{HI
dated 31st July, 19823

Recommendation (SI. No. 13)

The Committee learn that no international funding agency, not cven
the World Bank, is interested in financing rural housing at a reasonable
rate of interest.  This is somewhat surprising. The Committee are left
with the impression that perhaps a case has not been made out by the
developing countries to commit th¢ international agencies to assisting 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)
Reply of Government

The Working Group constituted by the Government to examine the
existing financing pattern of HUDCO and suggest changes therein agreed
with the observation of the Committee on Public Undertakings that the
possibility of utilisation of funds from international funding agencies should
be explored,

The Government of India has entered into an agreement with the
United Kingdom Government on 18-3-1982  for bi-lateral assistance for
financing sites & services. EWS and low cost housing in urban and rural
areas. This Ministry has also forwarded proposed proposals for possible
bi-lateral assistance to HUDCO for rural housing schemes.

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



CHAPTER 11

JCOMMENDATIONS WHICH THE COMMITTEE DO NOT
DESIRE TO PURSUE IN VIEW OF GOVERNMENT’S REPLIES

Reconunendation (81; No. 6)

At present the rural housing scheme of HUDCO is confined to economi-
lly weaker sections. There ought to be carmarking of funds of the
UDCO for assistance to SC/ST sections of the rural population. Further
e HUDCO could diversify its Lending operations in rural areas to cover
W income groups as in yrban areas.

Reply of Government

The Government of India constituted a Working Group to study the
xisting financing pattern of HUDCO and suggest changes therein. The
Vorking Group considered the recommendation of the Committee on Pub-
ic- Undertakings' and observed that HUDCQ has always been concentrating
m housing schemes for EWS, in which category comes the bulk of the
SC/ST population. Besides, some agengies in certain States formulate
Schemes exclustively or predominantly for SC|ST population, On the basis
of available information, 23 per cent of the rural houses sanctioned by
HUDCO are for SC|ST. To work out the exact impact of HUDCO schemes’
on SC|ST, HUDCO is making cfforts to collect complete statistical data and
has also prescribed that the information regarding SC|ST should be furnished
at the loan application stage itsclf. :

As regards coverage of rural LIG by HUDCO schemes, since 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 HUDCO would dilute its
impuct on EWS.

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

Recomsnendation (Si. Ne. 11)

Despite grant of loans at concessional rate of interest to the econo-
mically weaker sections of the community and the low income group, which
is ‘subkidised to some extent by the Government, the HUDCO has ‘buikt up
considerable reserves out of the overall profits.  In view of this position:
the .Committee would suggest that the possibility or reduction in the lend-
iag: rates of the HUDCO should be considered’,
' (Paregraph 11 of Part 1I).

Reply of Government
The Government of India constituted a Working Group to study the

existing financing paftern of HUDCO ‘and suggest changes therein:  The
Working Group recommended 2 marginal increase in lending rates in most

14
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of the cases. However no increase was recommeaded for Sites & Services,
Core Housing, Skeletal Housing, Slum—Upgradation & Rural Housing. It
was felt that that for a financial institution handling large finances, it was
necessary to build up considerable reserve to prove its tredit-worthiness
to lending institutions.  Such reserves would also reduce HUDCO’s de-
pendence on Government subsidy, which could be reduced in due course
of time after sufficient reserves are built A final decision on the recom-
mendations is being taken in consultation with the Ministry of Finance and
the Planning Commission. ‘

FMinistry of Works & Housing OM. No, 0-17029,/11/81-PS/HI
dated the 19th July, 19823

Rurther iuformation called for

_Please state the final decision of Government on these recommendations
of the Committee,

ALok Sabha Secretariat Office
Memorandum 90{2|1-PU|82
dated the 14th July, 1982),

Reply of Government

‘As already stated the Working Group has recommeaded a marginal in-
crease in lending rates in most of the cases. However, no incresse in’ in-
jerest rate was recommended in case of sites and services scheme, Skeletal
Housing, Coro Housing, Rural Housing Scheme and pletted Development
Scheme (Category A). Recommendation of the Working Group in this
respect has been accepted by the Government.

‘[Ministry of Works & Housing O-M. No, 0-17029/11/81-PS/HI
dated 31st July, 1982).

.



CHAPTER IV

YECOMMENDATIONS IN RESPECT OF WHICH REPLIES OF
JOVERNMENT HAVE NOT BEEN ACCEPTED BY THE COMMITTEE

Recommendation (SI. No. 4)

On the whole the Committce’s examination has revealed that the opera-
ion of HUDCO in the field of rural housing has been marked by an
unduly cautious approach instead of being development oriented. Paucity
of funds has been adduced as one of the reasons for the late starting of the
operation and poor allocation of funds, therefor. Rural bousing accoun-
ted for only Rs. 55.12 crores out of the total loan of Rs. 763.09 crores
ianctioned by HUDCO up to 1980-81 which worked out to 7.2 per cent.
At present 15 per cent of the resources is earmarked for rural housing
Considering the late start of this activity and the magnitude of requirement
this allocation seems inadequate. A ratio of 85 : 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, fecel that within
the financial resources available the rural areas ought to get =a higher
allocation of atleast 50 per cent.

(Paragraph 4 of Part II)
Reply of Government

The recommendation of the Committee on Public Undertakings was
noted by the Working Group constituted by the Government to study the
existing fimancing pattern of HUDCO and suggest changes therein. The
Working Group felt that if HUDCO is lending for rural housing is raised
from the existing 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 the HUDCO's funds would be earmarked for lending at subsidised
rates of interest.  This will seriously affect HUDCO's lending programme
as it would not be in a position to borrow further funds from the financial
institutions.  The earmarking of funds for rural housing was raised from
10 per cent to 15 per cent in December, 1980. Since raising it further
would reduce HUDCO's capacity to borrow unless a heavy subsidy is pro-
vided, the Working Group was of the view that the funds earmarked for
rural housing may be kept at 15 per cent.

2. HUDCO has since decided that if in any year surplus funds are
available with HUDCO, this would be diverted to augment the 1oans 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 HUDCO, 3,80,000 were

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

[Ministry of Works & Housing O-M. No, 0-17029/11/81-PS/HI

‘ dated 19-6-1982.)

Comunents of the Commiitee
Please see Paragraph 6 of Chapter 1 of the Report
Recommendation (Si No. 14)

In view of the growing need for housing, both urban and rural and
the possibilities of expansion of HY/IDCO, which is the main instrument
with the Central Government in the matter of housing, the Committee re-
commend that the role of HUDCO should be enlarged to ‘make it the
principal financial institution for coordination and development in the
matter of housing and urban development with adequate powers on the
lines of IDBI and the proposed NBARD. If necessary, the HUDCO could
be put on a statutory basis.

(Paragraph )4 of Part II)
Reply of Goversment

The Housing and Urban Development Corporation continues to play a
key role in providing housing finance to different state level institutions in-
cluding the co-operative sector. Its leniding programme is priinarily orien-
ted towards the EWS and the LIG. As the major public sector housing
financial. institution, it has a major role to play in formulating politics and
programmes relaling to housing. It also muintaing constant liaison with the
State Housing Boards and other State level institutions. To ensure better
coordination between the State level institutions, HUDOO has mooted a
proposal for ‘setting up an All India Housing Association consisting of

' HUDCO and other concerned agencies, on the lines of the Indian Roads
Congress. However, since housing finance js available from other sources
- as well including the Government of India and the State Governments. and
HUDCO’s investment programme form a part of the Plan Programmes and
targets, coordination and monitoring should continue to be done by the
Ministry of Works & Housing in consultation with the concerned Ministries
“where the performance of HUDCO will be one of the inputs.
[Ministry of Works & Housing O-M. No, 0-17029/11/81-PS/HI
dated 19-6-1982)

Commeuts of the Committee
Please see Plngraph 12 of Chapter 1 of the Report,

L
ne



CHAPTER V

LECOMMENDATIONS IN RESPECT OF WHICH FINAL REPLIES
OF GOVERNMENT ARE STILL AWAITED.

Recommendation (SI. No. 10)

HUDCO raises funds from sources like LIC at a higher rate of interest
(10.5 per cent) and lends money for rural housing at a lower rate (4-5 per
sent). The LIC also provides fuiids directly to the State Government for
housing at 8.5 per cent. The Committee see .no reason why LIC should
charge a higher rate of interest from the HUDCO for the same purpose.
The propriety of this and the advisability of LIC directly providing finance
for housing rather than routing it through a specialised agency like the

O should be considered .for an appropriate policy decision in the
larger national interest.

(Paragraph 10 of Pary II)
Reply of Government

" LIC/GIC provide loans for housing to HUDCO, the State Governments
apd the Apex-co-operative Housing Socletiés at different rates of interest.
So far as HUDCO is concerned, the LIC has released loan for 1981-82 at
a provisiomal rate of 10.5 per cent subject to final decision. So far as State
Governments are concerned LIC loans arc advanced at 8.5 per cent for
rural housing and at 10.5 per cent for general housing

The recommendations of the Committee were considéred by Work-
ing Group set up by the Govenment to consider the existing financing pat-
tern of HUDCO afid stiggests changes therein. The Working Group felt
that this should be placed before a higher fofum and décided to place it
before the Central Councilfor Locdl Self-Govarnmeat and Uirbsn Deve-

t. The Central Council for Local sei-Govétnment and U.D., i its
19th meeting held in New Delhi on 4th and Sth February. 1982 resolved
that the question of routing funds from LIC, GIC and Commercial Banks
through HUDCO be decided in consultation with the comcerned Min-
istries of the Government of Inda, 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
sscertained.  As regards routing of LIC/GIC funds through HUDCO, the
views of Planaing Commission/Ministry of Finance (Insurance Division)
and the State Governments are being ascertained.

(Ministry of Works & Housing O.M. No. 0-17029{11|81-PS{H!1
dated 19-6-1982)
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Further inforsnation called for,

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

(Lok Sabha Secretariat officc Memorandum 90]2|1-PU|82
dated the 14th July, 1982).
Reply of Government

A final decision is likely to take some time, since we are ascertaining
the views of the Plarining Commission, Ministry of Finance (Insuranos
Division & Banking Division) and the State Governments.

(Ministry of Works & Housing 0.M. No. 0-17029{11|81-PS|HI
dated 31st July, 1982)

Comutents of the Commitee
Ploase see Paragraph 9 of Chapter I of the Report.

New DEeLHI MADHUSUDAN VAIRALE,
21 October, 1982 Chairman,

29 Asvina, 1904 (Saka) Committee on Public Undertakings.
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. - Rercentage to total .

‘APPENDIX
(Vide para 8 of the Introduction)

&mslyuuof the. acuou taken by Government on recommendations contained
in the 26th Report of the Committee on Public Undertakings (Seventh
Lok Sabha) on Housing and Urban Devclapmc.nt Corporation Ltd.
Rural Housing

‘Total number of recommendations . . . .

Recommendations that have been accepted by the Government . (Vndc
recommendsations at S. Nos. 1, 2, 3, 5,6, 7, 8,9, 12and 13 .

Percentage to total

Recommendation which the Committee do not desire to pursue in view v of
Government's reply {vide recommendation at 8. Nos. 6 and 11) .

Percentage to total . . . .

Recommendation in respect of which replics of Government have not
be)cn accepted by the Connmttae (vide rceolnmmdntwm at 8, Nos. ¢ md
i4 . . . . . . . .

Percentage to total . . . . . . .

Recommendation in respect of which final replm of GoVemmmt are mll
awaited (vide recommendation at S. No. 10) .

14
9
64-28%
2

14-28%

2

. 14-28%

7-14%
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