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Housing for the urban poor is one of the critical 
issues in the rapidly urbanizing world.  With 
the Millennium Development Goals (MDGs) 
highlighting the issues of urban poverty and 
slum development, housing affordability 
has become a matter of concern for many 
governments around the world today. In India, 
with rapidly increasing urbanization, there are a 
large number of people living in slums leading 
to the ‘urbanization of poverty’ (GOI, 2009). 
More than 93 million people are estimated to 
be living in the slums by 2011. The Government 
of India has implemented a range of policies 
targeting the development of the slums which 
also includes the improvement of housing 
affordability to the slum residents as one of 
its priorities. An important question then to 
emerge is whether and how these government 
initiatives are working (or not working) in 
relation to improve the housing affordability of 
the urban poor. This study analyses the issue of 
housing affordability in terms of :

a) Government policy analysis; 
b) Affordability ratio analysis - Income vs. cost 
of housing, 
c) Perceptual analysis –  analyzing people’s 
perceptions on  
   i) Affordability vs. quality of housing;  
   ii) Affordability vs. Availability,  
   iii) Affordability vs. land value and tenure. 

The study employs case study as a 
methodological strategy and involves two case 
study sites - Kabadkhana and Madrasi colony 
in Bhopal. Both qualitative and quantitative 
methods were employed to collect data, while 
actor-oriented approach informed the selection 

of respondents and analysis of data. Relevant 
policies especially – 
a) RAY and 
b) JNNURM were critically analyzed. 

Primary data were collected by employing 35 
Questionnaire survey, 15 interviews, 2 focus 
groups, and informal discussion through 
observation. The findings indicate : 

While Government • has been showing intent 
on providing affordable „housing for all, 
housing initiatives are not really reaching 
out to the poorest of the poor. In terms of 
financial affordability alone there is a large 
section that is being left out at the moment.
Govt. initiatives • are focuses primarily on 
physical aspects of housing ignoring the 
social aspect leading to discontent amongst 
the beneficiaries.

ABSTRACT



18

Urban Poverty and the Slum Free City Research Group  //  Global Studio Bhopal 2012

We express our Gratitude to University of 
Sydney and the team of Global Studio 2012 for 
providing us with such a wonderful opportunity 
of working on such a meaningful project. We 
would also like to thank Mrs.Anna Rubo for our 
constant guidance.

We would also like to express our sincere 
gratitude to our Research Mentors Mr.Krishna 
Shrestha and Mr.Hemant Ojha for their constant 
support and invaluable guidance throughout the 
event. Their experience and words of inspiration 
helped us to constantly strive for answers.

We would also like to thank administration of 
MANIT for the wonderful arrangement for the 
event. 

We would also like to take this opportunity 
to acknowledge the support of our fellow 
participants. 

ACKNOWLEDGEMENTS
MDG-Millennium Development Goals

GOI-Government of India

RAY-Rajiv Awas Yojna

Jnnurm-Jawaharlal Nehru National Urban 
renewal Mission

LIG-Lower Income Group

EWS-Economically Weaker Section

BPL-Below Poverty Line

HUD-Housing and urban Development

MoHUPA-Ministry of Housing and Urban 
Poverty Alleviation 

EMI-Equated Monthly Income

PV-Present Value

FAR-Floor Area Ratio

RCC-Reinforced Cement Concrete

SC/ST-Scheduled Caste/Scheduled Tribe

BSUP-Basic Services for Urban Poor

IHSDP-Integrated Housing and Slum 
Development Program

NPV-Net Present Value

NUHHP-National Urban Housing and Habitat 
Policy

Lakh / Lac – A Hundred Thousand

GLOSSARY



19

Urban Poverty and the Slum Free City Research Group  //  Global Studio Bhopal 2012

1.1. BACKGROUND

Most of the developing countries are facing 
problem of rapid urbanization. India’s level of 
urbanization is projected to rise from about 
28 per cent in 2001 to 36 per cent by  2026.
India’s urban population is now 377 million 
.Urbanization has been considered as inordinate 
urbanization or over urbanization due to its 
rapid growth of urban population especially in 
large cities. This rapidly growing population in 
large cities is the result of high natural growth 
and poverty driven rural to urban migration in 
short and long run. As a result of population 
build-up, it is hardly surprising to observe 
unusual land and demographic pressure, 
causing an unprecedented demand for land. 
As a result of the pressure generated by the 
demand for land, most ‘undeveloped land’ is 
commonly taken over by rural immigrants to 
satisfy their urban land needs. This invasion 
usually leads to uncontrolled and unorganized 
developments with lack of   basic infrastructure 
facilities. 

It has been seen that there is insecurity of 
tenure as the majority of the immigrated people 
have lower income and they cannot buy land 
and house which leads to the formation of low 
standard housing and infrastructure further 
leading to the formation of the slums with poor 
living conditions and low standards of living of 
residents.  

This study involves the case of Bhopal city. 
It is the second largest city in the State of 
Madhya Pradesh with a population in 2011 of 
approximately 18.5 lakhs, there is about 25% 

shortage of housing supply in Bhopal City and 
the majority of housing shortage is for urban 
poor. 21% of the household in the City doesn’t 
have legal tenure and 60% of the households 
belong to LIG and EWS, and BPL Category. (LIG 
35%, EWS 25% with 15% BPL).

Various Government initiatives have been taken 
to make the housing affordable for the slum 
residents and to improve the living conditions of 
the slum residents.

This study analyses the issue of housing 
affordability in terms of a) Government 
policy analysis; b) Affordability ratio analysis 
- Income vs. cost of housing, c) Perceptual 
analysis –  analyzing people’s perceptions 
on the Government housing programs . The 
study employs case study as a methodological 
strategy and involves two case study sites - 
Kabadkhana and Madrasi colony in Bhopal.

1.2 RESEARCH QUESTION

Are Housing Policies of the Indian Government 
Affordable for the Poorest of the Poor Living in 
the Slums?

1.3 PURPOSE

The purpose of this study was to gain better 
understanding of the affordable housing for 
economically weaker sections of the society 
for effective and improved policy intervention 
so that the future growth and associated issues 
could be addressed. This study is carried out to 
understand the disconnect between the needs 
and requirements of EWS people vis a vis the 

1.  INTRODUCTION
provisions in the Government policies.

1.4 RATIONALE

Lack of affordable housing options for the urban 
poor has led to the creation of slums. The root cause 
of the origin and growth of the slum being urban-
rural migration, economic inequality, poverty etc. 
leading to overcrowding, no housing or dilapidated/
substandard houses, lack of proper light and 
drainage, lack of health and hygiene, no access to 
toilets or open defecation etc, in slums. Poverty can 
be defined in terms of

Relative poverty,
Absolute poverty, and 
Housing poverty.

Relative poverty is a poverty measure based on a 
poor standard of living or a low income relative to 
the rest of society. Absolute poverty is a level of 
poverty at which certain minimum standards - for 
example nutrition, health & shelter cannot be met. 
Housing poverty includes Individuals and households 
who lack safe, secure and healthy living environment 
with basic infrastructure such as piped water 
and adequate provision of sanitation, solid waste 
management. The various types of poverty relate 
to the issue of Low quality Housing and shortage 
of housing in the slums. According to the Technical 
committee set up by the ministry of Housing and 
Urban Poverty Alleviation , more than 99% shortage 
in housing is for EWS/LIG housing in 2007.  Various 
initiatives have been taken by the Government to 
alleviate poverty and provide affordable housing to 
the urban poor. The initiatives have been successful 
in providing adequate houses to many urban poor 
but are they affordable in terms of Income, quality of 
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housing, land tenure etc. The perception of the 
urban poor is of the prime concern in designing 
the policies for the affordable housing. 
It is imperative to appraise these perceptions to 
find out as to why despite all the efforts of the 
central and state governments and parastatal 
institutions, not much headway has been made  
in solving the problem of affordable housing.

1.5 AIMS & OBJECTIVES

Aims:

To review various housing policies of Indian 
government with respect to (Economically 
weaker section) households and to highlight the 
issues of the existing housing policies. 

To outline some recommendations for 
improving affordable housing policy for EWS in 
Bhopal City.

Objectives

To define the concept of affordable housing for 
the economically weaker sections of the society.

To evaluate various Government policies and 
programs directed towards affordable Housing 
in Bhopal.

To analyze the housing affordability of the slum 
residents in both the areas i.e Kabadkhana slum 
and Madrasi colony.

To study the perceptions of various actors 
such as slum residents, Local Govt. officials, 
experts on the parameters of Income, quality of 

housing, Land tenure etc for analyzing the success or failure of the various programs.

To identify the factors which are lacking in the existing policies and programs of the Government.

To provide recommendations regarding the housing affordability of the economically weaker 
sections and lacking elements of the Housing Policies/Programs.

1.6 METHODOLOGY FOR THE STUDY

FIGURE 1: METHODOLOGY FOR STUDY
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2.  LITERATURE  REVIEW
2.1 WHAT IS AFFORDABLE HOUSING

Housing affordability is a social and economic 
problem. Affordable housing is a popular policy 
discourse around the world today. Affordable 
housing literature generally highlights the need 
to help the poor and minorities, including low-
income households. 

“Affordable housing is a term used to describe 
dwelling units whose total  HYPERLINK “http://
en.wikipedia.org/wiki/House” \o “House” 
housing costs are deemed ‘ HYPERLINK 
“http://en.wiktionary.org/wiki/affordable” \o 
“wikt:affordable” affordable’ to those that have 
a median income. Although the term is often 
applied to rental housing that is within the 
financial means of those in the lower income 
ranges of a geographical area, the concept is 
applicable to both renters and purchasers in all 
income ranges” 

According to the U.S. Department of Housing 
and Urban Development (HUD), the definition of 
affordable is 

‘a housing project must have at least 20 % 
of its units available to families making less 
than 50 % of the median income in the area 
where the project is located (assuming that no 
more than 30% of a family’s income is spent 
on housing) to be considered “affordable”’ 
(Garris, 2004, p48) . 

In India, Ministry of Housing and Urban Poverty 
Alleviation (MoHUPA) defines affordable 
housing as , 

“Keeping in mind that the housing shortages 
affect mostly the EWS and LIG, and the 
younger group of urban-urban migrants 
changing cities in search of better prospects, 
affordable houses, may be taken as houses 
ranging from about 300 square feet (super 
built up area) for EWS, 500 square feet for 
LIG and 600 square feet to 1200 square 
feet for MIG, at costs that permit repayment 
of home loans in monthly installments not 
exceeding 30% to 40% of the monthly income 
of the buyer. In terms of carpet area, an EWS 
category house would be taken as having a 
minimum 25 square metres of carpet area 
and the carpet area of an LIG category house 
would be limited to a maximum of 48 square 
metres. The carpet area of an MIG house 
would be limited to a maximum of 80 square 
metres”. 

While we do have definitions of affordable 
housing based on income levels and cost of 
acquiring a house, sufficiency of house price 
as the only metric for measuring affordability 
is questionable. A house built outside the city 
in an unconnected and (un) underserved area 
may be affordable in terms of price but may not 
be feasible for a person to stay and may put 
extra pressure on the persons’ finances through 
commuting costs etc. 

“A story is sometimes told about the Tamil 
Nadu government magnanimously building 
Lower Income Group (LIG) apartments for 
squatters who made a living by milking 
buffaloes and selling the milk to the 
neighborhood. The flats were ready and after 

a ribbon-cutting by an officious minister, the 
milkmen and their families were ceremoniously 
ushered into their spanking new homes. A 
month later, neighbors awoke to the sight of 
a buffalo staring back at them. The milkmen 
had decided that their buffaloes gave more 
milk when they were housed in comfortable 
quarters. So they went back to their coir 
beds under the night sky and corralled their 
buffaloes -- dung and hay intact -- inside their 
tiny one-room homes. All of which goes to 
show that money is not the only consideration 
when building homes for the poor”

Affordable housing should consider the 
following:

Appropriateness of the dwelling. 
 
Dwellings should be appropriate to the needs 
and circumstances of the household in terms 
of the number, size and configuration of rooms, 
safety considerations, the versatility of indoor/
outdoor spaces, and ease of physical access, 
regardless of the physical capacity of household 
members.

Housing and social mix. 
 
A range of housing types, tenures and styles 
should be available to meet the needs of 
people at different stages of their life cycle 
and under negative economic circumstances. 
Planning should seek to avoid the impacts of a 
housing market that excludes all but relatively 
high-income earners. We need to avoid the 
development of neighbourhoods that do not 



22

Urban Poverty and the Slum Free City Research Group  //  Global Studio Bhopal 2012

contribute to community well-being. 

Tenure choice  
 
Households should enjoy tenure choice and 
consumer protection, including access to long 
lease contracts, shared equity arrangements, 
and cooperative ownership structures, as well 
as opportunities for home purchase and private 
rental. 

Location of housing.  
 
Housing should be well located in relation to 
places of employment and to the range of 
services, facilities, communication and transport 
networks required to meet other household 
needs. Planning and design should ensure that 
residential neighbourhoods and buildings are 
compatible with adjacent land uses. 

Quality of environmental planning and design. 
 
Housing planning and design should be 
responsive to local microclimate and 
environmental conditions by incorporating 
energy efficient design principles. Housing 
should fit into and enhance the neighbourhood, 
ensure privacy to residents and neighbours, and 
incorporate the principles of crime prevention 
through environmental design. Neighborhood 
design should promote safe and convenient 
pedestrian access to local services and facilities. 

Cost.   

Low-income households (the bottom 40 per 
cent of households on the income distribution) 

should spend no more than 30 per cent of their 
income on mortgage or rental payments. All 
households should be able to meet the cost of 
their dwellings, and the longer-term costs of 
maintenance and energy consumption, while 
meeting other lifestyle needs. 

2.2 REASONS FOR LACK OF AFFORDABLE 
HOUSING FOR THE URBAN POOR

The problem of lack of affordable housing takes 
gigantic proportions once we start looking 
at it from the lens of the urban poor. Major 

proportion of the housing stock fulfilling the 
basic criteria of housing quality is beyond the 
financial reach of the urban poor or population 
belonging to the Economical Weaker Section 
( EWS ). To compound the issue, majority of 
this population works in the ‘Informal Sector’, 
making them ineligible for accessing finance 
from institutional sources.

The following figure describes the prerequisites, 
from a pure financial perspective, for a person 
to own a house:

FIGURE 2:  FINANCIAL FRAMEWORK
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Equity Funding 

Equity funding in case of the segment under 
consideration is very rare as one is not expected 
to have the cash to make a down payment for 
the entire house cost. 

1. Debt Funding Debt Funding has two aspects :

1.1  Prerequisite 1  : Eligibility of the Buyer for 
getting the loan : 

Table 1 gives the documentation requirement 
by the HDFC bank for approving bank loan. The 
fields marked in red show the requirement that 
makes it impossible for a person employed in 
informal sector to qualify for the bank loan.

It is the same with every bank. Banks in India 
do not do sub prime mortgage and this makes 
it virtually impossible for EWS people working 
in informal sector to own a house. This leaves 
them with very little options for funding the 
purchase of a house. They either have to borrow 
money from the unorganized money lending 
market or more recently from the Micro housing 
finance institutions, both of which charge 
considerable higher rate of interest than the 
banks. 

Even if they manage to get external finance to 
buy a house, finding a house with a price tag 
that leads to affordable monthly installments is 
a challenge.

Table 1 – criteria for house loan for urban poors
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1.2  Prerequisite 2 : Affordability of the monthly 
mortgage payments / EMI

The affordability of monthly repayment 
installments of a housing loan, better known as 
equated monthly installments or EMIs depends 
upon the Principal amount of the loan that in 
turn depends upon the price of the house. Let’s 
do a reverse calculation to derive the affordable 
price of a house for a person with household 
income of Rs 6000 per Month (which is also the 
median income of the sample set interviewed by 
us as a part of his research).

So a household with gross monthly income of 
Rs. 6000 can afford a house with a maximum 
price point of Rs 25,000 provided the buyer can 
avail a housing loan for tenure of 15 years @ 9% 
annual interest rate.

The affordable cost of house is very sensitive to 
the rate of interest. It changes dramatically with 
the change in interest rate on the loans. While 
the Government has given a 1% subvention on 
the interest on housing loan, the interest rates 
will still be around 9% for this category in the 
long run. If it goes higher, it only compounds the 
problem and the interest rate for unorganized 
sector people is always higher as there is hardly 
any institutional finance available to them. Most 
of the finance comes from un organized sector 
or NBFIs at a very high rate of interests which is 
usually over 18%. There are some not for profit 
Micro finance organizations that have started 
giving subprime mortgages at median level rate 
of interest (around 15%). 

Table 2 – Calculation of affordable house price for EWS



25

Urban Poverty and the Slum Free City Research Group  //  Global Studio Bhopal 2012

Even if the roadblocks regarding financing 
are mitigated, the bigger challenge is to find 
a house within the affordable limit of the EWS 
category. Even if we consider 300 sft as the 
bare minimum size for the EWS dwelling unit, 
the desired rate of house on a per sft basis 
would be :

250,000 / 300 ~ Rs 850 per sft. 

In keeping the cost of the house within 
affordable limits, construction costs and land 
costs are the two most important aspects. 
While construction costs can still be managed 
to a certain extent, it’s the land prices that play 
a larger role in controlling the costs. Location 
plays a very important role in affordable 
housing schemes as it is often connected to the 
livelihoods of urban poor and can have an direct 
effect on their income and expenditure and 
hence their capability to afford a house.

Table 3 calculation shows that it is virtually 
impossible to sell a 300 sft apartment built 
using conventional construction technology at a 
price point of 2.5 lakhs within city limits of most 
cities. Even getting land at Rs 22 -25 lakhs an 
acre on the outskirts is very difficult for most 
tier II and tier III, let alone Tier I. 

Real estate is a long gestation play and the 
duration of the project increases the cost of 
capital exponentially putting strain on the 
margin. Hence we only see affordable houses 
being built on the outskirts of the city.

Hence for the affordable housing sites to be 
located within city limits, the land rates have to 

Table 3 - Land Calculation for a 300 sft EWS costing Rs 2,50,000
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be subsidized. The mechanism for the subsidy 
here is the Government agency doing a project 
on the basis of book value of the land. Such a 
model, however noble, is unsustainable as the 
land with the Government is limited and the 
extra land can be procured only at the market 
rate. 

For making the objective of ‘affordable housing 
for all’ a reality, policy intervention is the key. 
A little ‘Keynesian’ approach in provision of 
housing is a must. However, care has to be taken 
to ensure that the program is sustainable. 

In that light in-situ redevelopment of the slums 
seems like a logical option for providing housing 
with basic services to the urban poor.

2.3 HOUSING AND URBAN POLICY IN INDIA

The policies of urban development and housing 
in India have come a long way since 1950s. 
The pressure of urban population and lack of 
housing and basic services were very much 
evident in the early 1950s. In some cities this 
was compounded by migration of people from 
Pakistan. However, the general perception 
of the policy makers was that India is pre-
dominantly an agricultural and rural economy 
and that there are potent dangers of over 
urbanisation which will lead to the drain of 
resources from the countryside to feed the 
cities. The positive aspects of cities as engines 
of economic growth in the context of national 
economic policies were not much appreciated 
and, therefore, the problems of urban areas 
were treated more as welfare problems and 
sectors of residual investment rather than as 

issues of national economic importance. 
It was not until mid 1980s that the government 
acknowledged the issue of spiraling urban 
growth. Since then there has been a continuous 
effort in formulating policies for dealing with the 
lack of housing in the urban areas.

2.4 HOUSING POLICIES OVER THE YEARS

First National • Housing Policy in India 
formulated in 1988. 
With change • of Government in 1990, a 
new National Housing Policy announced in 
August, 1994. 
Further, new • National Housing & Habitat 
Policy announced in July, 1998 
With some • landmark initiatives like 
involvement of multi-stakeholders, 
Repeal of • Urban Land Ceiling Act, 
Permitting Foreign • Direct Investment in 
housing and real estate sector, etc.
However, all • these policies were generic and 
applicable to both rural and urban areas.
Taking into • account emerging challenges 
of required shelter and growth of slums, 
the first ever urban areas specific National 
Urban Housing and Habitat Policy, 2007 was 
announced in December 2007.

2.5 MAJOR GOVERNMENT INITIATIVES AND 
PROGRAMMES FOR AFFORDABLE HOUSING

Formulation of • National Urban Housing & 
Habitat Policy 2007.
Jawaharlal Nehru • National Urban Renewal 
Mission.
Interest Subsidy • Scheme for Housing the 
Urban Poor.

Affordable Housing • in Partnership : 
Modification in JNNURM
Setting up  • of a High Power Task Force on 
Affordable Housing.
Launch of • the Rajiv Awas Yojana

Salient Features of the Policy are :

Goal of • the Policy is Affordable Housing for 
All with special emphasis on the urban poor.
Strategy framework • is multiple partnership 
of States with various stakeholders, 
cooperatives,  employee welfare housing 
organisations, private sector, state parastals
Special emphasis • has been laid on SC/ST/
BC/Minorities, empowerment of women 
within the ambit of the urban poor with 
emphasis on security of tenure. 

2.4.2 Jawaharlal Nehru National Urban Mission 
(JNNURM)

JNNURM was • launched in December 2005 
with aim to cover construction of 1.5 m 
houses for urban poor during the Mission 
period (2005- 2012). 
It has • two Sub-Missions : 

Basic Services for the Urban Poor (BSUP) 
seeks to provide seven entitlements/services 
- security of tenure, affordable housing, 
water, sanitation, health, education and 
social security in low income segments in 
the 65 Mission Cities.  

The Integrated Housing and Slum 
Development Programme (IHSDP) seeks to 
provide the above mentioned 7 entitlements, 
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services in towns/cities other than the 
Mission Cities.
  
Under JNNURM, • more than 1.5 million 
houses have been sanctioned for the poor
About 1300 • projects  have been sanctioned 
covering urban India
These projects • involve an outlay of more 
than Rs.33,860 crores and Central Govt. 
subsidy of Rs.18,500 crore.

2.4.3 Interest Subsidy Scheme for Urban Poor

A new Pilot Scheme for providing interest 
subsidy on housing loans availed by EWS/LIG 
availed for acquisition/construction of house
Encourages poor sections to avail of loan 
facilities through Banks/HFCs
Subsidy will be 5% on the interest charge for 
EWS/LIG upto Rs.1 lakh for the full period of the 
loan
Loan repayment period permissible 15 to 20 
years.
Levy of pre-payment charges would not be 
permitted.
Targets to cover 0.31 million households under 
EWS/LIG segments 
Total subsidy during 11th Plan Rs.1100 crore.
Scheme is biased in favour of banks. All 
concerns of banks have been incorporated in 
the scheme.
Credit risk of HFIs has been reduced 
considerably 
Lot of inbuilt risk mitigants  in the scheme like 
borrower should have a plot
Subsidy is disbursed upfront on basis of NPV
Repayment liability of borrowers has been 
considerably reduced (EMI is less than 20% of 

monthly household income)

2.4.4 Affordable Housing in Partnership :

This Scheme is a part of the Jawaharlal Nehru 
National Urban Renewal Mission (JNNURM) and 
aims at operationalizing the strategy envisaged 
in the National Urban Housing & Habitat Policy 
(NUHHP) 2007, of promoting various types of 
public-private partnerships.

Key Features of the Scheme

Eligible Projects 1. 
 
Dwelling units should be a mix of EWS/LIG/
MIG with at least 25% of them for EWS of 
about 300 square feet 
 
The sale price of dwelling units should have 
an upper ceiling settled in consultation with 
the States/UTs for different classes of cities 

Strategy of 2. the scheme 
 
The objective of the scheme is to keep the 
cost of land and construction to affordable 
levels.  

Providing land • at nominal, predetermined or 
institutional rates (not including more than 
cost of acquisition and development costs 
of land) for specified housing or integrated 
housing projects.  
Costs of • land can also 
 be intermediated by attracting private 
developers to build on their land, by 
granting zoning-related incentives such 

as land use conversion, extra FAR for the 
construction of affordable houses to be 
allotted by the State/UT government (where 
ever infrastructure permits densification), 
etc.
Cross subsidizing • through the premium 
earned on the sale of HIG and commercial 
spaces.
Charging a • reduced stamp duty to a 
maximum of 2% for affordable houses (LIG) 
and nil (0%) for EWS  

3. Central Government Assistance

Central Government • provides assistance for 
the provision of civic services.
The assistance • is limited to minimum of Rs 
50000 per unit for all EWS ,LIG , MIG units 
proposed in the scheme or 25 % of proposed 
civil services ( Internal and External ) in the 
project. 

2.4.5 Rajiv Awas Yojna

Rajiv Awas Yojna or RAY is the latest initiative 
in the chronology of schemes promoted by the 
government for the urban poor. RAY envisages 
‘Slum Free India’ by focusing on :

Ringing existing • slums within formal system 
and enabling them to avail of similar level of 
basic amenities as the rest of the city.
Redressing the • failure of the formal system 
that lie behind the creation of slums
Tackling the • shortages of urban land and 
housing that keep shelter out of reach of the 
urban poor. 
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RAY has a city wide pan of action that has two 
major parts: 

Curative : • Improvement of existing slums
Preventive: Prevention • of future slums.

The slum free city action plan is based on 
following broad principles:

Inclusion : • No eviction unless there is no 
alternative.
Preference to • in-situ up gradation of slums.
No or • minimum demolition of incremental 
housing created by the residents.
Stress on • creation of resident led 
incremental housing with a view of creating 
indigenous housing stock.
Improvement in • living conditions and 
universal provision of basic services.
Linking RAY • with other urban poverty 
related programs.
Retaining livelihood • linkages and home 
based economic activities.
Development of • rental housing as a 
preventive strategy.

2.6 RELEVANCE AND EFFICACY OF 
GOVERNMENT PROGRAMMES

Formulation and announcement of RAY broadly 
divides Government policies and programs on 
urban housing into two major phases based on 
the relevance to the real issues. Most of the Pre 
RAY policies were welfare centric policies with a 
project based approach. Their effectiveness was 
hampered by:

Lack of • end user participation in formulation 

of policies.
Long drawn • procedures & bureaucratic 
bottlenecks.

Housing programs for the urban poor have 
often been criticized for taking the beneficiaries 
for granted. There was no or little effort for 
understanding their individual needs. Programs 
were often designed based on demographic 
criteria. Psychographic attributes related to 
livelihood patterns, socio economic status etc. 
were often ignored. This led to the failure of 
most of the rehabilitation and redevelopment 
attempts as the residents could not adjust in an 
alien environment.

Other setback to the success of Government 
initiatives is the complexity of the bureaucratic 
process. Good schemes like ‘ affordable housing 
in partnership’ never really took off due to the 
long drawn procedures required at various 
stages of the project , right from getting a 
project approved under the scheme to fixation 
of house prices to release of subsidy and other 
incentives. Private sector finds it unviable to 
take so much effort when they could generate 
better return for their efforts from middle class 
and premium housing.

RAY however, may have very significant role 
to play in tackling the problem of housing for 
urban poor. The guidelines for the ‘slum free 
plan of action’ give a very clear indication of 
the intent of the government to adopt a more 
participatory and streamlined approach.

It indicates a clear focus on two very important 
aspects for improving housing affordability for 

the urban poor:
Community level • participation in various 
aspects of slum (re) development leading to 
improved social viability.
Financing mechanism • for capital investment 
and O & M expenses leading to financial 
affordability.

RAY provides for 3 broad models of slum 
redevelopment : 

In-situ1. 
Redevelopment2. 
Resettlement3. 

A micro planning approach is suggested for 
undertaking the development of individual 
slum pockets and community participation 
is proposed for all the three models of 
redevelopment.

Under RAY a deficiency analysis for each slum 
is to be conducted to understand the type of 
redevelopment required. Following parameters 
are suggested to be used for purpose of 
deficiency matrix: 

Housing conditions • & investments
Infrastructure deficit.• 
Density of • slum.
Land price• 
Tenure• 
Land ownership.• 

A rating system is used to rate the criticality of 
each of the above attributes and segmentation 
is done based on the deficiency code. Each 
deficiency code is in turn associated with a 
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specified development option.
Public participation is proposed in assessment 
of deficiency each of the above attribute. A 
majority (70%) of the community should put 
their signatures on the proposal.

In case of relocation option, community 
participation is also envisaged in decisions like 

Proposed livelihood • option in the new 
settlement areas.
Housing options • ( types )
Facilities and • basic facilities like health, 
education etc.
Beneficiary contribution.• 

RAY – possible pitfalls.

In principle, RAY guidelines seem to have taken 
care of the shortcomings in the earlier versions 
of affordable housing policies. However it 
remains to be seen what implementable form 
is taken by these guidelines at the ground 
level. Implementation is the key in ensuring the 
success of the program. The guidelines leave a 
lot of questions to be answered. 
While the guidelines talks a lot about involving 
community in the process of decision making, 
there is still no clarity on the strategy and 
methodology to be adopted for this purpose. 
While the guidelines talk about engaging 
the community leaders / representatives 
to represent people in the decision making 
process, documentation of individual needs & 
preferences in an objective and standardized 
process is required. 
Also the criteria used for deficiency analysis is 
largely technical in nature. It does not reflect 

the psychographic needs and views of the 
beneficiaries. While technical assessment may 
show that a slum requires rehabilitation, the 
population may not agree with the same.
Another probable fallacy is treating an entire 
catchment as a homogeneous set of people. 
The population may have a lot of heterogeneity 
and one size fits all kind of a solution may not 
work. It has been the biggest shortcoming of 
the earlier programs as well. Understanding 
the differential needs and preferences and 
incorporation them into the micro planning is 
the key or ensuring the acceptability of these 
programs by the beneficiaries.
In terms of financial affordability, while there are 
suggested measures for funding and improving 
access to finance, not much has been spoken 
about individual capacity of affording a house. 

While the policies in general have good 
intention, implementation strategy and 
execution have always been the pitfalls. We 
analyzed the efficacy of the policy measures 
with reference to two case studies. 
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3.  CASE  STUDIES
3.1 SITES TAKEN FOR CASE STUDY.

Two sites were selected for the case study:

A redeveloped • slum under JNNURM called 
Madrasi Colony.
An EWS • (Economically Weaker Section) 
Locality with the potential of redevelopment 
under RAY (Rajiv Awas Yojna ) called 
Kabadkhana.

We studied  three aspects:

The ratio • of EMI’s to income level of the 
surveyed population in order to understand 
whether the cost of redeveloped housing is 
affordable or not to the end user.
The perception • of the occupants of 
‘Madrasi Colony’ with respect to the housing 
provided to them under JNNURM.
We studied • the efficiency of the methods 
prescribed under RAY for determining the 
housing needs of slum dwellers.

3.2 DATA COLLECTION 

The data was collected using the random 
sampling method. The survey Questionnaire 
was prepared considering the living conditions, 
preferences and affordability of the slum 
residents.

TABLE 4: Survey Performer
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3.3  CASE STUDY 1: KABADKHANA 

Demographic profile: • 
Population – • 2913
Area – • 26 Acre
Commercial Area • - 3.5 Acre
Residential Area • – 18.6 Acre
Public and • semipublic – 2.9 Acre

An entire region was meant for commercial 
purpose, though many small shops were also 
to be found in the residential area. Most of the 
dwellers were dependent on these for their 
livelihood. The residential area had individual 
house from one storey to 3 storey. Some 
Madarasas and local primary schools could also 
be seen along the houses.

Housing:  The area was densely populated 
with dilapidated housing conditions and was 
socially disorganized .The houses were poorly 
built; they ranged from permanent to semi 
permanent structures. There were inadequate 
drainage lines, poor sanitation and water supply 
condition.

3.3.1 Research Methodology:

Secondary Research • 
Studied the criteria prescribed in RAY for 
developing deficiency codes for slums and 
criteria for development options. 

Primary Research  • 
 
35  detailed questionnaires 
 
Respondents were asked to rate satisfaction 

level with the current housing vis a vis 9 
attributes related to housing. 
 
Collected detailed demographic data on  
income, family size, condition of housing etc. 

Analysis  • 
 
We used two approaches for developing 
housing options for the sample population. 
 
Methodology prescribed under RAY 
guidelines. 
 
Method known as cluster analysis or need 
based segmentation ,often used by FMCG 
companies to understand the needs and 
preferences of the target audience.

3.3.2  ANALYSIS 1: AFFORDABILITY WITH 
RESPECT TO HOUSING COST 

Our 1st objective was to understand whether 
the cost of owning a house in a redevelopment 
scheme is affordable to our catchment 
population. We assumed that if the area comes 
under redevelopment then the cost of owning 
the house in terms of the EMI payable to the 
bank for repayment of mortgage would be 
same as in the other projects of similar nature. 
The EMI amounts to Rs 850 in case of Madrasi 
colony which also happens to be our 2nd site for 
case study.

In our primary research survey , we collected 
data on the household income levels of 
the population. The mean income for the 
sample turned out to be Rs 7041. If we apply 

the definition of affordable housing then in 
the context of Kabadkhana residents then 
affordable monthly housing costs should be 

  = 7041 *30% ~ Rs. 2112

Thus Rs. 850 should be affordable to the EWS 
person. Thus based on the mean income of 
peoe living in a locality, mean income would 
give a green flag for redevelopment with a flat 
rate for beneficiary contribution towards the 
cost of construction.

However dependence on mean becomes the 
biggest fallacy in decision making.  Means can 
be influenced by the outliers on the higher end 
of the income spectrum. In our case study when 
we worked out the spread and the standard 
deviation . The standard deviation from the 
mean came out to be Rs 3602.

Figure 2 - Mean Income per month of the household 
along with standard deviation and median
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Considering EMI as 850, and the time period 
as 15 years for the repayment of the loan, the 
threshold household income for affordability of 
the slum residents is Rs 2834, below this income 
the EMI would be not affordable for the slum 
residents. Considering the threshold income, 
16% of the population cannot afford this EMI.   

For housing, the cost of house is one parameter 
where as there are other parameters also such 
as cost of services, expenditure on health, 
food, repairs etc. So considering Operation and 
management charges in to account along with 
the EMI, the total amount to be paid becomes- 
1600 Rs per month. The threshold income 
for the housing cost of 1600 Rs per month 
would be 6000 Rs, which is unaffordable for 
approximately 55% of the slum population. 

We also worked out the disposal income 
surveyed sample after deducting the expenses 
from the household income. Assuming that 
the disposal income would be utilized to fund 
the cost of new house we worked out the 
affordability for these households. Considering 
disposable income, the mean and median of 
the sample household income per month is 
Rs 2051.34 and Rs 875 respectively. 48.4 % of 
the sample population has disposable  income 
less than Rs. 850, this shows that these people 
cannot afford the EMI of Rs 850. 

According to this analysis it is clear that almost 
half of the population cannot afford the cost of 
the installment that they had to pay back to the 
bank for getting the house in the rehabilitated 
slum.

The poor people would become more poor 
when they will spend more money on the house 
expenses which they do not have to play in the 
slums.

3.3.3  ANALYSIS 2: UNDERSTANDING THE 
NEEDS AND PREFERENCES OF THE SLUM 
RESIDENTS.

One major criticism of the housing policies 
is that they are not participatory.  The basic 
flaw is that the slum dwellers are treated as a 
homogeneous entity. They are segmented on 
demographic attributes of income, family sizes, 
physical state of the house etc., in order to 
determine the interventions required for them. 
But there is no effort being made to understand 
the needs and preferences of these people. 

We used an analytic technique known as 
segmentation and classification.  This technique 
helps consumer product firms to compare 
and group customers who share common 
characteristics (segmentation variables) into 
homogenous segments and identify those 
particular customers within the population on 
the basis of external variables (i.e., discriminant 
variables like income levels, age etc.) We did 
this analysis on the premise that the approach 
adopted by the consumer durable firms to 
understand the needs of the customers can 
be adopted to understand the needs of the 

Where x is the sample 
mean AVERAGE (number1, 
number2,) and n is the 
sample size.

slum dwellers so that a targeted and effective 
program can be designed for them. This process 
classifies the people into homogenous groups / 
segments such that each group shares enough 
characteristics in common to make it viable 
for the government to design specific housing 
programs.

We determined 9 parameters / attributes of 
housing and asked the respondents to rate 
each attribute on a scale of 1 to 5 based on 
their satisfaction with their current housing 
conditions.1 on the scale would mean completely 
dissatisfied while 5 would mean highly satisfied. 
The attributes are:

House Structure 1. 
House Size 2. 
Toilet Facility 3. within the house
Water Supply 4. 
Solid waste 5. management and sanitation
Open Spaces 6. in the locality
Health and 7. hygiene 
Safety and 8. Security 
Security of 9. Tenure 

We used statistical software “MEXL” to run 
cluster analysis on the data obtained from the 
respondents. We achieved the following results.

The software starts by dividing the population 
into large number of separate and small 
segments with each segment having people 
that are very close to one another in terms of 
their satisfaction level. However, working with 
large number of segments defeats the purpose 
of clustering. We went with 4 clusters as they 
explained reasonable amount of variance in 
satisfaction level explained by the group.
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The figure below shows that means of each segmentation variable for each segment.

Figure 3 - Mean Income per month of the household along with standard deviation and median

Cluster 1/ segment 1 has reasonably high 
satisfaction level with their house type / 
structure, house sizes, water, sanitation, toilet 
facility and secure tenure. But at the same time 
they are dissatisfied with issues lie open spaces 
and health/ hygiene in the area. So basically 
they were happy with housing and infrastructure 
but not happy with the surroundings.

Cluster 2/ Segment 2  Is very peculiar in 
the sense that they are below average on 
satisfaction level on almost each aspect except 
for tenure security. This means while they own 
the property or have secured leases         ( patta 
), they are dissatisfied with their present living 
conditions.

Cluster 3/ Segment 3 is characterized by low 
level of satisfaction on all counts and at the 
same time they do not have a secure tenure. 
This segment appears to be the most critical 
one in terms of intervention requirement.

Cluster 4/ is reasonable satisfied with the 
physical and infrastructure aspect  of the 
housing but do not have tenure. They also seem 
to be dissatisfied with surroundings.

By relating people of each cluster with their 
demographic and preference data , we get the 
following segment wise picture :
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Segment 1 :
Comprises of people mainly with long occupancy period, pucca houses and Freehold or 
permanent lease ( patta ). They have very low preference for relocation which is also shown in the 
satisfaction level associated with house. However, despite of the high satisfaction levels with the 
houses they still show preference for in situ redevelopment. This is probably because they are not 
happy with the surroundings.

Another notable aspect is high level of community participation in solving their problems.

Figure 4 – Analysis of Segment 1
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Segment 2 :  
It is more heterogeneous segment.  Satisfaction levels below average on almost every count . 
Despite of low satisfaction levels with current conditions of living, there are reservations about 
redevelopment. Segment 2 was further analyzed to understand their behoviour.

Figure 5 –Analysis of segment 2

Preference for Current 
Government Housing
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Characteristics of Group within segment 2  saying ‘no’ to redevelopment / relocation: 
Reluctance is driven largely by emotional attachment to the incumbent place of residence.

Figure 6: Analysis of Segment 2 

Figure 7: Analysis of segment 2

Characteristics of Group within Segment 2 saying No to housing on installments but yes to 
relocation to a better house away from the current site if there are no EMIs

Affordability of EMIs and the monthly maintenance cost is the major factor. These people would 
rather move away to a better served location than pay the EMI of In situ apartment.
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Characteristics of Group within segment 2 saying ‘ Yes’ to in situ redeveloped houses on 
installments but ‘no’ to relocation.

Occupation pattern is the driving factor here.

Segment 3 :
Suffering from dissatisfaction of services and tenure security. Largely comprises of Tenant with 
very low per capita income. While have a strong preference for Govt housing, very sensitive to 
relocation as most of them as involved in the in servicing the neighborhood area.

Figure 9: Analysis of segment 3

Figure 8: Analysis of segment 2

House Tenure House Structure 
Type

Willingness to 
Relocate within 

5-7km radius

Occupation Preference for a 
Ray Type
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Segment 4:
Reasonably satisfied on most counts but have high tenure insecurity and aspiration to own a 
house. Largely comprises of Tenants living in pucca houses in comparatively developed pockets. 
Have a strong preference for redevelopment as well as relocation. Most are migrants from villages 
who have come to find occupation. They chose to live in dignified conditions albeit on rent, 
instead of squatting. Raises the point of considering rental housing to tackle problem of slum 
growth

The cluster / segmentation analysis reveals a lot of information about the people that is otherwise 
not clear from the segmentation based on demographic attributes. While there was a limitation 
of time and sample size in this research, the process can be further fine tuned to classify the 
people into manageable number of homogenous groups / segments such that each group shares 
enough characteristics in common to make it viable for the government to design specific housing 
programs.

Figure 10: Analysis of segment 4

Number of Years of 
Occupancy

Preference for a Ray 
Type Apartment
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Comparison of housing solutions prescribed under RAY with the ones preferred by the 
respondents.

RAY prescribes a deficiency analysis of slums to determine the type and extent development 
required in the slum. Following parameters are suggested :

Table 5 – Parameters for deficiency analysis of slum as per RAY

Table 6 – Deficiency code

Based on the conditions existing on the site, a 3x3 matrix would be prepared and a deficiency 
code is obtained for each combination of the above attribute. Each deficiency code corresponds 
to a specified (re ) development options.
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Based on the characteristics of the surveyed 
sample, the population division of the sample on 
the basis of deficiency codes gives the following 
picture

Figure 8 - population division on the basis of deficiency 
codes

Table 7 – Households belonging to Deficiency Code ‘111’

Comparison of deficiency clusters with the 
segments obtained from cluster analysis

Once we divided the population based on 
deficiency codes, we matched them with the 
segments obtained from the cluster analysis. 
We realized that in some cases, there is a 
significant disconnect between the preference 
of people in terms of the housing solutions and 
the housing solutions proposed under RAY 
guideline. The following example highlights the 
disconnect.

Details of Households belonging to Deficiency Code ‘111’

The above example shows that there is a disconnect between housing option deduced through 
RAY method and one preferred by the end user. RAY guidelines propose that the people / 
household belonging to deficiency code 111 should be delisted as they have good houses, good 
infrastructure and secure tenure. Most of the households falling under deficiency code 111 also 
belong to cluster 1 from the cluster analysis and cluster 1 has shown strong preference for 
redevelopment despite having high satisfaction level with the physical aspects of housing.

This highlights the fact that while RAY methodology takes the technical aspect into consideration, 
it ignores the preference and choice of the people. It is important to have a people centric 
approach while designing of the housing programs to ensure wider acceptance by the end user.
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3.4. CASE STUDY 2: MADRASI COLONY 

Madrasi colony is the recently insitu developed colony under the JNNURM scheme of BSUP (Basic 
Services for Urban Poor). It is located on Link Road no. 2, near Mata Mandir, Bhopal. It has an area 
of about .074sqkm, having 180 dwelling units. 

Analysis: Studying the perceptions of the residents of the locality regarding the housing provided 
to them. 

3.4.1 RESEARCH METHODOLOGY: 

Personal interviews• 
Focus Group • interviews
Detailed questionnaires• 
Respondents were • asked to rate 
Overall satisfaction • level with the housing
Satisfaction levels • on individual attributes in a structured format. 

3.4.2 ANALYSIS 1

We asked the respondents a very generic question:

Are you satisfied with the houses provided to you by the Government ? 

The overwhelming response was ‘NO’. The following quotes are the examples of the narratives we 
received from the interviews.

Respondent 1  • ( cart puller ) 
“No , not at all. We were better in our shanties before. Look at the garbage accumulated 
around this place.” 

 Respondent 2 • ( Class iv employee with state govt. )  
 
“ What satisfaction can we get. Look at the costs of living here. I just received electricity bill of 
Rs 700.  How will we pay?” 

 Respondent 3 • ( daily wage laborer ) 
“Look at the demand letter from the bank. They are asking me to pay the monthly installments. 
How can I pay that?”
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While concerns for affordability were clearly evident from the responses that  we received, the 
blatant rejection of the housing was very intriguing. 

As a second step we interviewed the same set of respondents with a structured questionnaire. 
They were asked to rate the following attributes of their housing on a scale of 1 to 5 ( 1 being the 
lowest and 5 being highest level of satisfaction) . 

House Structure 1. 
House Size 2. 
Toilet Facility 3. within the house
Water Supply 4. 
Solid waste 5. management and sanitation
Open Spaces 6. in the locality
Health and 7. hygiene 
Safety and 8. Security 
Security of 9. Tenure 

Following table gives the mean of the ratings for each attribute.

Table 8 - Table gives the mean of the ratings for each attribute

When we compare the two sets of responses, the paradox is clearly visible. While the residents 
were quite clear in their mind about their dislike of the housing provided under JNNURM, they 
appear to be reasonably satisfied with the individual parameters. This turned out be an interesting 
case of sum of parts not matching the whole. 

Quite clearly residents are reasonably satisfied 
with tangible aspect of housing but have not 
accepted it PSYCHOLOGICALLY.  This goes 
to show that there is lack of communication 
between the policy makers, policy implementers 
and the end users. While there is a clear lack 
of community participation in design under 
JNNURM , RAY guidelines does talk about 
involving the community in the process of 
devising hosing solutions. But there is still 
no stress on marketing the programs to the 
end user. The case of ‘Madrasi Colony’ is a 
classic case of what is known in the business 
terminology as lack of “Positioning Strategy”. 
This means that even when the product features 
are suitable for the end user, the user still 
rejects the product because he believes that the 
product is not made for him. There is a need to 
give a little more respect to the end user and 
more effort is required to make the end user 
aware of the pros and cons of the offerings 
being dished out to them.
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4  CONCLUSION 5  RECOMMENDATIONS
Government housing initiatives are not really 
reaching out to the poorest of the poor. In terms 
of financial affordability alone there is a large 
section that is being left out at the moment. 
Govt. initiatives are based on average income, 
but most of the poorest are earning less than 
average income. This means that the poorest 
are still not being able to afford houses.

Govt. initiatives are focused on physical 
aspects of housing, and they are not attentive 
to the social aspects of poorest of the poor. 
While RAY does talk about participatory 
processes, the methodology for involving 
participation is questionable. There is a clear 
need to understand the needs and preferences 
of the end users. Unless that is done it would 
always be difficult  to get the acceptance from 
the end users leading to discontent and reduced 
effectiveness of the programs.

The whole idea of slum dwellers being 
‘beneficiaries’ underlines the fallacy of the 
approach of the Government. If the Government 
is serious create social equity by providing 
affordable housing for all, then it is imperative 
that end users are happy with the offerings 
and they accept it willingly. But when one 
sees them as a ‘beneficiary’ then it is taken 
for granted that they should be happy with 
whatever marginal benefits they receive from 
the Government. The current process of policy 
design and implementation is very exclusive 
and there is a huge potential that the intent 
for public participation under RAY may end up 
being just rhetoric.

Capital Cost reduction through low cost 
construction technologies

Case : • “Modular Architectural system using 
Prefabricated slab system and Hollow 
Concrete Blocks” – Used in Low cost 
Housing Project in Addis Ababa (Ethiopia)  

Construction costs • were ~ $ 40- 60 / sqm in 
2002. 

Correcting the • cost for inflation at 7% yoy. 
The present cost would come to ~ Rs. 350 – 
400 per sft. Which is significantly lower than 
the current insitu construction cost?

Lowering of O& M costs by using technologies 
such as solar panels from power. 

Increasing and easing access to credit. 
Increasing the tenure of the loan to reduce EMIs.

Designing income generation potential into the 
design of community housing.

Walls facing • the external road can be used 
as space on hire for billboards.  

Using the • buildings for installation of 
telecom towers for generating rental 
revenue. 

Community halls • / gardens can be used as 
source of rental income. 

Revenue from • community resources / assets 
can be used for common area maintenance.

It is important to respect needs and preferences 
of end users.  The importance given to the end 
user should be akin to the importance given by 
successful customer oriented businesses to their 
customers’ needs and preferences. End user 
acceptance should be the deciding metric for 
the success or failure of a program.

Methodology for public participation has to be 
exhaustive. Quantitative methods used by large 
business houses, to understand their customers 
for designing well targeted products, can be 
adopted in the social research context as well. 
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