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2 Affordable

housing is

being termed as

a silver lining for

the sector that will

give the government's

dream of "Housing for all*

by 2022 a much-needed

push. Basking in its newly

found 'infrastructure’ status,
Garima Pant explore the road
ahead for the real estate sector in the
country through the affordable lens
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he affordable housing segment is not a new phenomenon to the Indian real estate
sector. Having carved out its place from the shadows of penthouses and
condominiums, the segment saw an upsurge a few years back. But it was a short story
that lost its way as it was plagued with a number of anomalies that halted its growth.
The onus to provide affordable housing rested and still does on the state government’s
shoulders to a large extent. But their efforts fell short on account of lack of funds, limited
bandwidth for execution, unavailability of developable land, red-tapism and to some extent
even political unwillingness. “Very few private players were focusing on affordable housing
segment primarily because it was more complex and tedious and less profitable to deliver it than
a conventional premium housing. A selected group of players were cognizant of this huge
business opportunity and in the last few years started to tweak their strategies to cater to this
huge demand. With premium housing demand drying up across the country, all real estate
developers are being forced to evaluate the affordable housing opportunity as a serious business
case,” says Snchdeep Aggarwal, Founder and Chairman, Bhartiya Cicy
It’s a well-known fact how rapid pace of urbanization has brought immense strain on our
resources, making the decision makers look at alternate solutions. Proliferation of slums and
unorganized real estate has been huge detriments to the envisaged planned growth of cities
further the burgeoning issue of housing for all with the housing shortage in India touching
18.78 million units in 2016. According to the Economic Survey of India, 95.6 per cent of
the urban housing shortage in the country is made up by the EWS (economically weaker
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Few key Government measures to promote affordable housing

Pradhan Mantri Awas Yojana (PMAY- 2015) was launched in June 2015 to build 20 million houses
for individuals who fall under EWS and LIG categories. This scheme looked to overcome the flaws of
the previous programs and look to deliver a rounded development scheme. The scheme envisages to
tackle the issues through four models: In situ Slum Redevelopment, Affordable Housing in Parnership
and Subsidy for beneficiary-led individual house construction and Credit linked subsidy. In addition,

it has suggested policy reforms to implementing agencies.

External Commercial Borrowing (ECB) has been allowed for affordable housing projects from 2012
to enable lower interest cost for developers and ensured better capital availability for developers of

low-cost housing.

Foreign Direct Investment (FDI) was opened up for development of townships, housing, built-up

infrastructure and construction-development.

The National Housing Bank will refinance individual housing loans worth ¥ 20,000 crore in
2017-18. Banks have already started lending at lower rates including those for housing along with
interest subvention for housing loans that was recently announced by Prime Minister Narendra Modi.

sections) and LIG (lower income groups) together. It brings to fore the pertinent need to
address the requirements of this significant segment of population. And India is not alone in
facing this burgeoning threat. “In the next 10-12 years, the world in general will have to
come up with an additional 106 million low-income housing units,” says Anil Pharande,
Chairman - Pharande Spaces.

These statistics illustrate a serious problem that further elucidates a number of questions of
how to bridge this gap and the approaches adopted by the government to support faster
affordable home deliveries. Experts point how the solution lies on focusing on introducing
measures that would lower cost of construction, financing, land, maintenance and operations.

“Even if individually implemented, these approaches will significantly cut the affordable
housing gap, especially in nations like India. If these approaches could be implemented in a
tandem, the cost of affordable housing can be decreased by as much as 35-50%, gradually leading
to a manageable situation over the next decade,” shares Pharande.

For affordable housing — the time is now and it is the growing need and belief across the
sector. “Large-scale urban developments — the only way to create affordable housing in the
required magnitude in our major cities — had been becoming increasingly difficule due to lack
of land parcels, congested transit routes, lack of finance, rising input costs and regulatory
hurdles. So far, if we took a birds-eye view of the problems plaguing this sector, the vision of
Housing for All by 2022 appeared a hazy one at best,” says Anuj Puri, Chairman & Country
Head, JLL India.
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Infra tag fo the rescue cities. “Potential buyers are cautiously watching the prices &

The long-standing demand of the real estate sector was
fulfilled with the affordable housing segment being accorded
the infrastructure status in Budget 2017. The move is bound
to assist the real estate players active in the affordable housing
segment to enjoy a number of benefits for their projects
including perks of lower borrowing rates, tax concessions and
augmented flow of foreign and private capital. This, along
with increased allocations under NHB and PMAY-Gramin,
will facilitate increasing funds to the developers and
homebuyers at a reduced cost and also make various incentives
up for grabs for the sector.

Tata Housing, one of the early players to have ventured into
affordable housing in 2009 through Tata Value Homes and
still growing looks at the recent government initiatives as
positive move. “The status of infrastructure to affordable
housing will allow additional private players to participate,
adding to competition. Consumers will also benefit from the
credit off-take, as they will have access to cheaper financing,
This was partially enabled by banks, early this year following
the government’s demonetization drive. The renewed focus on
affordable housing and its eventual status as infrastructure will

make developers more amenable to the proposition of
investing in this sector” shared Brotin Bannerjee, MD &

CEQ, Tata Housing,

Affordable housing under PMAY has been allocated
¥ 290 billion, a rise of 38.7 per cent over fiscal 2017. The
players in the sector are looking ahead to see the effects of this
move. Real estate players will be able to raise loans at a cheaper
rare and also get more leniency from banks in return, who are
expected to be more compliant after the announcement.
Affordable units will be eligible for 100 percent deduction of
profits and gains under Section 80- 1BA of the Income Tax
Act. “Those who complete projects in five years will also be
eligible for these claims as compared to three years limit from
before. Capiral gains will also be due in the year of completion
rather than the beginning of a project. Developers will also
thrive on the zero cost advance payments from the customers.
On the whole, everyone given such advantage should work to
awin-win situation,” says Farshid Cooper Managing Director,
Spenta Corporation.

Plugging the gaping holes

A pertinent issue that is a major hurdle in the growth the
affordable housing segment s the lack of effort in looking after
the infrastructure needs rendering thousands of houses lying
in the peripheries of cities and elsewhere uninhabited.

Jayashree Kurup, Head of Content & Advisory- Magicbricks.
com shares on how the affordable housing segment currently
stays highly desirable but somewhat unaffordable in the big

policies on the sector and holding on for prices to come down.
This latent demand will be realized with policy support and
affordable means of finance,” adds Kurup.

Year 2016 saw over 16 lakh housing units being sanctioned
across the country under the Pradhan Mantri Awas Yojana
(PMAY), giving affordable housing a big push in the country.
Though the number is still less than the demand but a small
step in the right direction, feel industry experts.

While it’s too early to make predictions, the success of
affordable housing segment depends on a variety of factors.
“Currently, the rising land costs and input prices have
discouraged the private sector from taking any initiative. With
the metropolitan cities already having a high density, new
areas have to be properly identified for PMAY. Also, the
central funding of X 1 to 1.5 lakh per unit is grossly inadequate
for constructing houses in metros such as Mumbai and Delhi
and even in many smaller towns. Such grievances need to be
addressed at the earliest to move towards the goal of ‘Housing
for All” says Ssumit Berry, Managing Director, BDI Group.

While there may be skeptics purting their doubts on the
success of this segment, not everyone seems to be losing hope.
“Housing for all is a widespread category, home as sizeable as
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