


AFFORDABLE HOUSING – REALITY OR JUST A UTOPIA?

Introduction:-

Themarket for affordablehousinghasbeen portrayed as
the lone silver lining in an otherwise sluggishreal estate
sector,which hasfacedchallengesover the last 3-4 years.
Without a doubt, this sectordefinedby housesrangingup
to around₹30 lakhis the only segmentin this spacewhich
isseeingmeaningfulmovementandsales.

Eversincethe Modi governmentannouncedthe ‘Housing
for All by 2022’mission,affordablehousinghasmanaged
to grab eyeballs from the industry stakeholders. With
globaleconomicmeltdown, it won’tbe appropriateto say
that Indian property market has remain untouched. A
slowdownin Indian realty market is currently being seen
which has led analysts predict a 25-40% downslide in
property prices. However, builders and developers are
denyinganypricecuts; they’rerather firm on further price
escalation. In such a scenario,ensuring housing for all
seemsa debatableissue.

However far-fetched the affordable housingdream may
seem, it’snot an unachievable task. This bulletin
enumeratesvarious factors and lowdown on this factors
whichcouldcertainlyprovidea clearpicture.
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1) Reduction in Land Cost:- A major hurdle in achieving
the affordablehousingdreamis the ever-burgeoningland
prices. Buildersanddevelopershavecometo the forefront
explaining to the governmentsthat why bringing down
land pricesis crucialto attain the ‘Housingfor All’dream.
Landis an expensivesourceto the builderswhich further
makes the home prices high, thus affecting the
homebuyerswho needto shellout moremoney. End-users
are the worst-affected, as most of them are first home
purchasers. Hence,it could be stated that reducingland
prices is the first and foremost step towards achieving
affordable housingdream. Also, governmentshould look
to unlock land parcelscurrently being held by state-run
units. Thesecould be the port trust land, railway land, as
alsosaltpanlands.

2) Rationalisation of taxes:-Another solution that could
bridge the affordability gap is rationalisation of taxes.
Builders and developersare liable to pay a number of
taxesthat increasesthe overall cost of any givenproject,
and the burden is finally passedon to the consumers. For
the sake of consumers’interests at large, government
needsto work uponrevisionof taxes
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3) Speedy approvals and permits:- Each of the
homebuyersmust have come acrossa situation wherein
the possessionof their purchasedflats hasbeendelayed. A
major reason cited for such a situation is the delay in
getting timely requisiteapprovalsand permits. Gettingthe
buildingplansapprovedis quite a dauntingtask for all the
buildersanddevelopers,asthe processgetsdelayeddueto
prevailing red tapism and corruption in the system.
Constructionsthwart due to this, and the construction
costsescalatesteeply–another reasonto burn a hole in
the pocketsof homebuyers. Industrystakeholdersare firm
on a single window clearanceto speed up construction,
which means bringing down the construction costs, and
thusmakinghousingaffordable.

4) Use of Technology in Construction:- As prices of
construction materials such as cement and sand are
skyrocketingday by day, a major cost that every builder
and developerincurs is the constructioncost. Infusion of
technologywith constructionis the way to go to seea dip
in constructioncosts. Manybuildersanddevelopersacross
the country have switched from normal mode of
construction to precast technology. Countries like China
have adopted 3D printing, and have managedto build
houseswithin few days. If Indiamanagesto use3Dprinting
full-fledged for construction, then it would be able to
overcomeits currenthousingcrisis.
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5) Developing the peripheries:- Major developmentshave
alreadyoccurredwithin the cities. Propertypricesin these
developedcentresalwayswitnessan upsurge. Buildersand
developersare thus choosingthe peripheralareasof cities
for their new projects wherein land is quite affordable.
Landparcel availability is also a major driver of housing
development in these areas. However, lack of
infrastructure and connectivity has stunted growth of
peripheries. Government must work towards building
better infrastructure in these areas, and also improvise
connectivity to main urban centresand businessdistricts
with the help of massrapid transit system. Transitoriented
development is the sure shot way of enhancing
connectivity,andthusleadingto growth of urbancentres.

6) Innovative financing tools:- In the current real estate
scenario,wheneverfinancingto buildersand developersis
mentioned, traditional banking channels have been
replaced by private equities and non-banking financial
companies(NBFCs). Developersare insisting on foreign
funding to boost affordable housing. Foreign Direct
Investment(FDI)can be an effective tool to deal with the
financial crunch that builders are facing today. Besides,
crowd funding can also be looked at one of the efficient
financial tools. Equity crowd funding has emerged
successfullyin the West,andthe samecouldbeapedin
Indiatoo.
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7) Don’t build premium:- Builders and developershave
restrained themselves from venturing into affordable
housing segment as the profit yield is quite marginal.
They’vebeen building premium, luxurious houses with
best-in-classamenities indoors as well as outdoors. Such
housingprojectsare equippedwith luxurieslike swimming
pool, clubhouse,gymnasium,recreationalcentresetc. This
further increaseshomeprices,and hencehousingremains
unaffordableto most except a privilegedfew. Developers
shouldutilise the land availableto them to createhousing
for consumersat large. Recreationalfacilities could be a
part of the building itself rather than using a large land
parcelfor the same.

Conclusion:- Challengesand opportunities are abundant
when it comes to building affordable housing in India.
However, it’sa must that governmentsand private parties
work in collaborationand co-operation to ensure‘Housing
for All by 2022’dreambecomesa reality.
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