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Abstract: While developers in India’s metropolitan cities are sitting on lakhs of unsold residences costing upwards of 50 lakh, 
the country is estimated to have a shortage of nearly 2 crore housing units needed by the rural and urban poor, at far lower price 
points of 5-15 lakh. This clearly states, that the major problem at hand is not “HOUSING SHORTAGE” but “AFFORDABLE 
HOUSING SHORTAGE”.  
In this present paper, investigations have been made on all the Housing finance institutes in India and their mechanism in the 
system. It further discusses the various housing schemes, the focus being on Economically Weaker Section(EWS).  
It’s an Indian idiosyncrasy to save a fraction of the total income for future use. Models that can be used by the government and 
financial institutes, fabricated using the ratio of EWS’s savings to their willingness to pay have been proposed. Concepts of 
micro-financing have been used to tackle the problem of non-availability of collateral with the EWS.    
This paper is very much useful for researcher, policy makers and financial institutions of all kinds including housing finance 
corporations (HFCs), commercial banks. 
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I. INTRODUCTION 
 
India is second most populated and one of the fastest 
developing county in the world. Large numbers of 
rural workforce are expected to migrate to urban areas 
in search of jobs in urban areas. Need for access to 
employment, shelter and related services, else lead to 
growth of slums. Majority of affordable housing 
provided through the planning system (the 
Government), is related to low and lower-middle 
income group. Huge demand of housing in urban areas 
due to increasing urbanization Heavy demand on 
account of replacement of slums dwelling units 
occupied by economically weaker people. However, 
by and large government strategies on slums 
relocations or redevelopment have failed. 
Furthermore, it was recognized that private sector 
housing market excludes a large segment of 
population of economically weaker section (EWS) in 
urban centers due to the limited profitability. To 
ameliorate housing conditions in deteriorating slums 
radical changes are required in present housing 
finance. Also, housing plays very important role in 
country’s economy, typically accounting for 10 to 20 
percentage of total economy activity. In this present 
paper, investigations have been made on all the 
Housing finance institutes in India and their 
mechanism in the system. It further discusses the 
various housing schemes, the focus being on 
Economically Weaker Section(EWS). As well as 
micro finance institutes are briefly discussed. 
 
II. FINANCE MECHANISM 
 
Finance mechanism means “method or source through 
which funding is made available, such as bank loans, 

bond or share issue, reserves or savings, sales 
revenue”. 
In India, housing finance market is very complex. The 
government, both at center and states, is a facilitator 
and is assisted by two regulators, Reserve Bank of 
India (RBI) and National Housing Bank (NHB). The 
housing finance market is dominated by commercial 
banks, both domestic and foreign. In addition, there 
are cooperative banks and housing finance companies, 
self-help groups, micro-finance institutions, and 
NGOs. The RBI regulates commercial banks and 
partially cooperative banks (which are mainly 
governed by the State Governments under State 
Cooperative Acts) while the NHB regulates the 
housing finance companies. The others are not 
regulated by any authority in the country. 
 
III. MICROFINANCE INSTITUTE (MFI) 
 
“MFIs are considered to be the next best alternative for 
financing the EWS and LIG category” 
The microfinance sector consistently focuses on 
understanding the needs of the poor and on devising 
better ways of delivering services in line with their 
requirements, developing the most efficient and 
effective mechanisms to deliver finance to the poor. 
Continuous efforts towards automation of operations 
is steady improving in efficiency. The automated 
systems have also helped accelerate the growth rate of 
the microfinance sector. 
Microfinance institutions can broaden their resource 
base by mobilizing savings, accessing capital markets, 
loan funds and effective institutional development 
support. 
Conventional finance institutions seldom lend 
down-market to serve the needs of low-income 
families and women-headed households. 
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Microfinance institutions could also serve as 
intermediaries between borrowers and the formal 
financial sector and on-lend funds backed by a 
public-sector guarantee (Phelps 1995). 
 Business-like NGOs can offer commercial banks 
ways of funding microentrepreneurs at low cost and 
risk, for example, through leveraged bank-NGO-client 
credit lines. Under this arrangement, banks make one 
bulk loan to NGOs and the NGOs packages it into 
large number of small loans at market rates and 
recover them (Women's World Banking 1994). 
 
IV. STUDY AREA 
 
Surat is a city located on the western part of India in 
the state of Gujarat. At present area of Surat city is 
326.515 sq.km. Population of city in Census 2011 is 
44.66 lacs. The location of Surat is 21o15'N Latitude 
and 72o52'E Longitude. Surat is connected via rail and 
road transport, and about 258 km. far away from 
Mumbai international airport. National Highway 8 
passes within 10 km of the SMC boundary and is one 
of the busiest inter-state trunk routes in the country. 
South Zone is second biggest zone in Surat Municipal 
Corporation area having area of 61.76 sq.km. The 
population of South zone is 6.95 lacs. After year 2006 
south zone is dividing in two zones: a) South zone and 
b) South-East zone. After 2006 more area was added 
into the South Zone. South Zone has very big 
industrial area so this zone attracts very large numbers 
of workforce from state as well as outside of the state. 
 

 
Source:Google maps 
 
V. SURVEY 
 
A total 176 EWS consumers were involved in survey 
and their aspiration towards space and facilities in a 

new house was assessed, and their affordability for the 
same was ascertain. 
The stratified random sampling method was used for 
data collection based on population distribution of the 
study area. 
 
Various income categories as per Affordable Housing 
Policy Gujarat 2015. 
 

Category Annual Income Unit 

Economically Weaker 
Section (EWS) 

Up to 3,00,000/- 

Lower Income Group 
(LIG) 

3,00,000/- to 6,00,000/- 

 
a. INCOME 

All the surveyed respondents are grouped under the 
above classified income group categories: 
 

Category Income range 
(Lacs) 

Percentage 

Category C I 1-1.5 23.29 

Category CII 1.5-2.0 55.11 

Category CIII 2.0-2.5 21.60 

Total 100 

 
b. OWNERSHIP DETAILS 

For study of ownership details of EWS group of 
people 42.61 percentages people from own house and 
57.8 percentages of rented houses should be taken for 
better advantage given to rented households. 
 

 
GRAPHICAL PRESENTATION 
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c. PRESENT OCCUPATION  
Occupation is a very important parameter, which 
decides the functions of the system. In the developed 
countries, most of the persons employed in secondary 
and tertiary sectors of the economy, whereas very little 
persons engaged in the primary sectors of the 
economy. But in the developing and under developed 
economy, the trend is absolutely in reverse and most of 
the population engaged in primary sector of the 
economy. The pavement dwellers of the urban system 
too, occupation plays a very major role, which decides 
their income, expenditure, savings, etc. Having this 
knowledge in mind, it has been studied the occupation 
character of the target group of the study area and 
classified on their basis of occupation, and grouped 
them into labour, service, self-employed, hawker and 
others presented in Table. As shown in that 68 percent 
people engaged in labour activities, around 20 percent 
in self- employed and rest of some are doing services. 
It has been conducted further study to the respondents 
about their satisfaction of their occupation and found 
that, by and large, they satisfied themselves by the 
current occupation (types of occupation) and very few 
opinion that they would be happy if they are offered 
some kind of secured job. 
 
Occupation wise details: 

Occupation Percentage (%) 

Hawker 2.2 

Labour 67.8 

Service 9 

Self-employed 20.4 

Others 0.6 

Total 100 

 
Income wise occupation details: 
 

 
As shown in Table most of the labour’s (labour 
worker) income between 1 to 2 Lacs rupees. While 
people who are self-employed or doing services, they 
earn more. 

d. EXPENDITURE 
In this study expenses are classified on basis of Basic 
need, Food, Transport, Entertainment which are as 
following : 

Expenditure on basic need: 
Expenditure among the people is being decided by 
their needs and attitudes but not by their income. If 
expenditure is being decided by income, the people 
who have higher income must have preferred to spend 
more money on shelter and other expenditure. 
 
It has been observed that expenditure among the 
dwellers are very meagre in each and every activity 
and they try to save maximum to send the same to their 
families and other interest by spending money that too 
even when they are undergoing health problem. 
 
Having this knowledge in mind, it has been conducted 
thorough study about the expenditure pattern of people 
of EWS group pertaining to their expenditure under 
different heads such as food, shelter, transport, health, 
cloths, smoking, liquor, drugs and cinema. 
Expenditure on Food:  
The persons who have the higher size of household 
spend more money of their income towards food for 
survival. Those who cook food on their own spend 
little less towards food. 
Expenditure on Transport:  
They spend very less amount in transport so they can 
save money for any other purpose. It has been further 
done close discussions with the respondents, about 
their expenditure on transportation, and observed the 
following 
Distribution of Basic Need of Study Area: 
 

Basic Need (Rs.) 
Percentage 

Up to 2000 0 
2001 to 2500 8.5 
2501 to 3000 27.84 
3001 to 3500 31.81 
3501 to 4000 17.04 
4001 to 4500 7.9 
4501 to 5000 4.5 
Above 5001 2.2 

Total 100 
 
Since most of the people stay nearby work place, they 
do not require to spend for transportation. The persons 
who spend money for transportation is not actually 
spending for commuting for daily jobs, but bringing 
their required item for survival once in a week. 
 
Income Wise Distribution of Basic Need: 
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Expenditure on entertainment: 
Expenditure on entertainment means spending money 
on habits, addiction, cinema etc. At the outset, the 
respondents are grouped into two groups, such as, 
persons not spending for entertainment, and persons 
spending for entertainment after having the survey. 
Having this knowledge in mind, the expenditure made 
towards entertainment by the EWS group people is 
studied. 
 

Monthly Expenditure on Entertainment: 
Expenditure (Rs.) Percentage 

O 5.6 
Up to 200 7.9 
201 to 400 15.9 
401 to 600 21.59 
601 to 800 15.9 

801 to 1000 18.75 
1001 to 1200 3.97 
1201 to 1400 4.54 
1401 to 1600 2.8 
1601 to 1800 1.1 
Above 1800 1.7 

Total 100 
 

e. SAVING 
Saving is the most important parameter, which lead to 
increase in capital formation. Increase in capital 
formation lead to increase in investment, lead to 
increase in production, trade & commerce, which lead 
to highergrowth of the economy. At the lower level, 
among the EWS group, saving is purely depends upon 
their income andexpenditure. Persons live alone saves 
more amount of money and send back to their native 
places to support their families. They spend very little 
on themselves by living on the small house, staying 
close to work place, etc., and thus saving cost of 
commuting, cooking own food, working all seven 
days for more than eight hours a day and taking least 
care of their health 
 
Status of monthly saving: 

Saving(Rs.) Percentage (%) 

<1500 6.25 

1501 to 2000 47.72 

2001 to 2500 32.38 

2501 to 3000 9.09 

Above 3000 4.54 

Total 100 

 
In some cases, the people spend whatever they earn the 

same day, which results into no saving at all. 
Income wise saving: 
 

Income 
in 
lacs 

Savings(Rs.) 

<1500 1501 
to 
2000 

2001 
to 
2500 

2501 to 
3000 

Above 
3001 

1.0-1.5 9 29 2 1 0 

1.5-2.0 2 49 40 5 1 

2.0-2.5 0 6 15 10 7 

Total 11 84 57 16 8 

 
It has been asked for saving they have up till now, 
about Rs. 80,000.00 to Rs. 90,000.00 mode value. 
Targeted group people are ready to pay that much of 
amount as down-payment for new shelter if it, fitted in 
their affordability criteria 
 

f. KEY FEATURE OF SURVEY 
Parameters Details 

A. Area requirement for house 30 to 32 sq.mt. 

B. Monthly Income (Rs) 11,565.00 

C. Expenditure profile (Rs) 11,421.00 

a) Basic needs(Rs) 4827.00 

b) Rent(Rs) 2447.00 

c) Entertainment(Rs) 994.00 

d) Money support to family (Rs) 
 

2026.00 
 

D. Monthly Savings(Rs) 1127.00 

 Total Savings with them in 
form of bank deposits, gold etc. 90,000.00 

 Totally disposable income for 
EMI in case they purchase 
a house of their own in Surat 
(Rs) 

 
3574.00 

 
VI. PROPOSALS 
 
From the analysis of survey conducted in study area 
following data is generated and used for assessing the 
affordability of the beneficiary. 
Data generated on basis of survey: 
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Planning Proposal: 

Name of the Scheme Proposal 

Super Built-up area (sq.mt) 
31.78 

Total Offer Price 6,35,600.00 
Cost in Rs (per sq.mt) 20,000.00 
Government subsidy 2,25,000.00 

a) Central Govt. 75,000.00 
b) State Government 1,50,000.00 

Down payment (20% of property 
cost) 
(Rs) 

82,120.00 

Maximum Loan (Rs) 3,28,480.00 

Minimum EMI payable (Rs) 
3,430.00 

Financial Institution’s assessment 
for permissible maximum EMI on 
the basis of Beneficiary’s income 

(Rs) 

4,626.00 

Disposable income for 
EMI (Rs) as per survey of the 

beneficiaries 

3,574.00 

 

CONCLUSION 
 
Based on the survey and model proposed for EWS 
people, we can conclude following major findings: 

 Unit built-up area is above the National 
Building Code (NBC) guidelines. 

 Construction cost per sq.mt adopted as per 
actual market survey. 

 Government subsidy Rs 2,25,000/- 
reasonably good amount for EWS people. 

 The minimum EMI payable Rs 3430/- is 
less than EMI fixed by the Financial 
Institute. It seems to be that EMI is within 
the limit. 

 Down payment suggested is Rs. 82,120/- 
which is lesser than the capability of the 
beneficiary. 

 The Disposable Income of beneficiary is 
Rs. 3,574/- which is also more than 
proposed EMI. 
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a) Average income per month Rs 11,565/- 

b) Loan Tenure for Maximum 15 Years(max) 

c) ROI (Rate of Interest) for 
EWS scheme 

9.50%(min) 

d) Maximum EMI payable by 
the beneficiary 

Rs 
3,574/-(max) 

e) Corresponding Loan Amount Rs 
3,35,000/-(max) 

f) Government Support Rs 
2,25,000/-(max) 

g) Down-payment capability of 
the beneficiary 

Rs 
90,000/-(max) 

h) Construction cost per sq.mt Rs 20,000/- 

i) Total maximum sale price per 
unit 

Rs 
6,40,000/-(max) 
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