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ABSTRACT

Affordable housing is one amongst many
goalsontheprioritylist of larger sectionsof society
today. The urgeto own a houseisabasic necessity
of every individual. Driven by rapid urbanization
and population growth, the idea of decent living
space at reasonable prices and preferred
investment has become most popular at present.
Affordable housing financing not only incentivizes
the low-income individuals to sustain a roof over
their heads but also encourages themto invest in
affordable housing segment. Investment in
affordable housing brings stability to the finances
of individuals. Such a stability reduces the risk
associated with volatile markets, making it an
attractive investment option for risk-averse
individuals. An affordable housing financing and
investment has the potential to bring financial
stability to millions of lives of low-income earning
group of individuals leading to a thriving society.
Recognition of desire of affordable housing of
individual s by the Indian Gover nment hasallowed
it tointroduce policiesand programslike Pradhan
Mantri Awas Yojana, Deen Dayal Jan Awas
Yojana, etc. Additionally, incentives such as tax
benefits, lower interest rates, and subsidies have
made it lucrative for real estate developers to
construct affordable housing projects as well as
the investors to invest in the segment. These
initiatives benefit buyersand provide a favourable
environment for investorslooking to diversify their
portfolios.In the given backdrop of the affordable
housing, author aims to navigate the structural
and functional dynamics in sustaining affordable
housing by the economically weaker section of the
society to have a holistic understanding of the
concept of affordable housing in the 21% century
India. The potential of affordable housing
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financing and investment in bringing financial stability amongst the low-income earning group of
individual swill be highlighted by the authors. The paper will identify therol e played by the Gover nment
in providing incentivesthrough various programs and policiesfavorablefor the devel opersand investors
in this segment. Additionally, the author in this paper will focus on legal and regulatory challengesin
affording houses with limited financial resources. Finally, the author will link the pros and cons of
affordable houses with the Nation’s growth and economy.

KEY WORDS
Affordable Housing, Affordable Housing Finance, Affordable Housing Investment, I ncentives.

INTRODUCTION

Therapid urbanization and popul ation growth that characterize contemporary Indiapresent both
opportunitiesand chdlenges. AsIndiacontinuesitsjourney toward becoming agloba economic powerhouse,
urbanizationisoccurring a an unprecedented rate. Citiesaregrowing not only in sizebut alsoin dengity, with
millionsof peoplemoving fromrural to urban areasin search of better livelihoodsand opportunities. However,
thisgrowth hasalso resulted in significant socio-economic disparities, particularly with regard to housing.
Affordable housing hasemerged as one of themost pressingissuesfor low-income groups, who struggleto
find safe, adequate, and affordabl eliving spaces. Theneed for affordabl e housing hasthusbecomecritical to
India’s broader development goals, as it directly impacts social stability, economic inclusion, and overall
qudity of life.

Affordablehousngiswidedy recognized asafundamenta humanright. Internationa frameworkssuch
asthe Universal Declaration of Human Rights (UDHR) explicitly recognizetheright of every individua to
an adequate standard of living, including the provision of housing. Article 25 of the UDHR *affirmsthat
“everyone has the right to a standard of living adequate for the health and well-being of himself and of his
family, including food, clothing, housing, and medical care.” Similarly, Sustainable Devel opment Goal (SDG)
112, set by the United Nations, callsfor making citiesand human settlementsinclusive, safe, resilient, and
sustainable. Thesegloba commitmentsserveasafoundationfor thelndian context, underscoring theimportance
of affordable housing asboth ahuman right and acentral component of sustai nabl e urbanization.

InIndia, thegrowing housing deficit particularly for the economically wesker sections(EWS) and low-
incomegroups(L1G) has placedimmensepressureon both policymakersand the private sector. Theaffordability
crisisiscompounded by factors such as rising construction costs, scarcity of land, complex regulatory
frameworks, andinsufficient financ ng options. These chadlenges, coupled with theincreas ng number of people
migrating to urban centers, require urgent attention and innovative solutions. In thisbackdrop, affordable
housi ng financing and investment have gained importance not only asameansto provide shelter but dsoasa
tool tofoster economic sability andincluson.

Thispaper amsto explorethestructura and functional dynamicsof affordablehousingin 21t-century
India, focus ngon how housing financing mechanismscan enhancefinancia stability for low-incomegroups. It
will evaluatetherole of Government policies andinitiatives such asthe Pradhan Mantri Awas Yojana and
Deen Dayal Jan Awas Yojanainfacilitating affordabl e housing, particularly through incentivesfor devel opers
andinvestors. Additionally, the paper will addressthelegal and regulatory chalengesthat hinder theaccessibility
and affordability of housing, examiningissuessuch asland acquisition, zoning laws, and the availability of
credit.

Affordable Housing in India: A Contextual Overview

Affordable housing occupies a central position in India’s development narrative, reflecting the nation’s
commitment to addressing socio-economicinequdities and achievingincl usive urbanization. Theconcept of
affordable hous ng, while seemingly straightforward, ismultifaceted and contingent upon the perspectives of
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various stakehol ders, including Government agencies, financia ingtitutions, and international bodies. These
perspectives often converge on the principle of affordability but divergeintheir operational definitions,
methodol ogies, and target demographics.

FromaGovernmenta standpoint, affordable housingisintricately tied toincomeclassificationsand unit
sizethresholds. Policy frameworks, such asthe Pradhan Mantri Awas Yojana (PMAY), articul ate affordable
hous ng asresidentia unitsdesigned to cater to the needsof economically weaker sections (EWS) and low-
incomegroups (LIG). For example, PMAY defineshousing for the EWS category asunitswith acarpet area
not exceeding 30 square meters, bleto householdswith an annua incomeof upto* 3,00,000. Similar
thresholdsexist for LIG and middle-income groups, grounded in the principlethat affordability should aign
with household purchasing power. Financia institutions, by contrast, often define affordability in terms of
housing cost-to-income ratios, typically recommending that housing expenditures should not exceed 30-40%
of ahousehold’s income.?

Internationaly, bodieslikethe United Nationsand the\World Bank adopt broader definitionsof affordable
hous ng, emphasi zing theimportance of universal accessto adequate shelter asacornerstone of sustainable
development. The United Nations, through its Sustainable Devel opment God (SDG) 11, envisonsaffordable
housi ng asafundamenta component of inclusive, safe, and resilient cities. These definitionsunderscore not
only affordability but al so adequacy interms of quality, location, and accessto essential services, thereby
dtuati ng affordable housing withinarights-based framework.

Socio-Economic Drivers of Affordable Housing Demand

The demand for affordable housing in Indiais primarily shaped by structura socio-economicfactors.
Chief among theseisthe phenomenon of rural-to-urban migration. Asmillionsof individualsmoveto urban
centersin search of better livelihoods, citiesface an escal ating housing deficit, particularly inthelow-cost
segment. Thisurbaninflux exacerbates existing disparities, with economi cally weaker sectionsand low-income
groupsdisproportionately affected by high housing costsand inadequate supply.

Income inequality further compounds this crisis. Asignificant proportion of India’s population resides at
thelower end of the income spectrum, unable to accessformal housing markets. The high cost of land,
coupled with rising congtruction expenses, hasmade homeownership adistant redity for thesegroups, regating
many to informal settlementsor precariousrental arrangements. The situation isfurther aggravated by the
absence of robust mechanismsfor affordabl e financing, which limitsthe purchasi ng capacity of low-income
householdsand congtrainsdemand for formal housing.

Another critica factor isthe growing housing deficit. According to the Ministry of Housing and Urban
Affairs, India’s urban housing shortage stood at 29.2 million units in 2018, compared to 18.78 million units in
2012 with over 95% of thisdeficit affecting EWSand LIG households.* Thisshortfal hasonly intensifiedin
subsequent years, driven by rapid urbani zation and i nadequate supply-s de responses.

Historical Evolution of Affordable Housing Policiesin India

Affordable housing has been a focal point of India’s development agenda for decades, though its
conceptuali zation and implementation have evolved significantly over time. Early post-independenceefforts
were characterized by awel fare-oriented approach, with the Government playing acentral rolein housing
provison. Thelndira Awaas Yojana (IAY), introduced in 1985, marked asgnificant milestoneinthistrgectory.
Focused on rura housing, the scheme sought to provide free housing for bel ow-poverty-line families,
emphasizing socio-economic upliftment through housing security.

Theliberaization eraof the 1990s brought aparadigm shift, with greater emphasis on private sector
participation and market-driven sol utions. Policiesduring this period increasingly recogni zed the need for
public-private partnerships (PPPs) to addressthe growing urban housing criss. Theshift culminatedinflagship
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initiativeslikethe Jawaharlal Nehru National Urban Renewal Mission (JINNURM), which sought to integrate
hous ng with urbaninfrastructure devel opment.

In recent years, the Pradhan Mantri Awas Yojana (PMAY) has emerged as the cornerstone of
affordablehousing policy in India® Launchedin 2015, PMAY adoptsacomprehensive gpproach by addressing
both demand- and supply-side challenges. The scheme’s Credit-Linked Subsidy Scheme (CLSS) has facilitated
accessto housing finance, whileitsemphasison public-private partnershipshasincentivized the construction
of affordable housing units. Other programs, such asthe Deen Dayal Jan Awas Yojana and state-specific
initiatives, have complemented these efforts, contributing to the diversification of affordable housngmodes
acrossthecountry.

Critical Analysis of Affordable Housing in India’s Development Narrative

Affordablehousingin Indiatranscendsthenarrow objective of providing shelter; itisaningtrument of
soci o-economic transformation. By addressing the housing needs of economically weaker sectionsand low-
income groups, affordable housing policies contribute to broader objectives of poverty aleviation, social
inclusion, and sustai nabl e urbani zation. Furthermore, the sector holdsimmense potentid for economic growth,
stimulating employment in the construction industry and fostering ancill ary sectorssuch ascement, stedl, and
financia services.

However, the positioning of affordable housing within India’s development narrative is fraught with
challenges. While the Government’s focus on affordability is commendable, it often overlooks critical aspects
of adequacy andinclusivity. Housing unitsunder schemeslike PMAY, though affordabl e, arefrequently located
on urban peripheries, far from employment hubsand essentia services. Thisspatiad mismatch underminesthe
socio-economic benefits of affordable housing and reinforcespatterns of excluson.

Additionally, theimplementation of affordable housing policies suffersfrom systemicinefficiencies,
including delaysin land acquisition, lack of coordination among stakehol ders, and insufficient monitoring
mechanisms. The reliance on private developers, while necessary, raises concerns about profit-driven
approachesthat may compromisequaity and accessibility.

Despite these challenges, the integration of affordable housing into India’s urban policy framework
representsasignificant step toward redizing thevision of inclusive growth. By addressing the socio-economic
drivers of housing demand and refining existing policies, Indiacan pave theway for amore equitable and
sugtainablefuture.

The Role of Affordable Housing Financing

Affordable housing financing serves asthe linchpin in enabling access to adequate housing for low-
incomegroupsand economicaly wesker sections. Inthelndian context, whereaffordability remainsapers stent
challenge, financing mechani sms bri dge the gap between aspiration and accessibility®. Thischapter explores
thevarioustoolsand programsthat facilitate hous ng financefor vul nerabl e popul ationsand analyzestheir
broader socio-economicimpact.

Financing mechani smsfor affordable housing arediverse, reflecting the varying needs and capabilities
of beneficiaries. Homeloans, often extended through public and private sector banks, remain the primary
instrument for middle-income and low-income groups. Government-backed schemes such asthe Credit-
Linked Subsidy Scheme (CL SS) under the Pradhan Mantri Awas Yojana have beeninstrumenta inreducing
interest burdensand enabling first-time homeownership. Microfinanceingtitutionsplay acrucia rolefor those
ineligiblefor traditiona loans, offering small-scal e credit tail ored toinformal sector workers. Additionaly,
subsidiesprovided by both central and state Governmentshel pto lower upfront costs, making housingfinancidly
vidble
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Affordable housing financing not only fulfillsthe immediate obj ective of homeownership but also
contributestolong-termfinancia stability for beneficiaries. Housing, asatangible asset, provideslow-income
families with a safeguard against market volatility and economic shocks. The stability derived from
homeownership encourages savings, reduces expenditure on temporary shelter, and enabl esintergenerationa
wedl th creetion. Moreover, financing affordabl e housing contributesto economic growth by fostering demand
inthered estateand allied sectors.

Globaly, mode ssuch asinclusi onary housing policiesin the United Statesand interest-freeloansunder
Idamic banking offer vauableinsights. Inclusionary zoning, for instance, mandatesthat apercentage of new
devel opmentsbeall ocated to affordable housing, ensuring integration and financid sustainability. Similarly,
Islamic banking’s principle of interest-free loans, structured as profit-sharing agreements, reduces the burden
of debt while maintaining affordability. Indiacan adapt such model stoits socio-economic context, blending
global best practiceswith localized needs.

Despitetheseadvantages, S gnificant barriershinder accessto affordable housingfinancing. Highinterest
rates, bureaucratic complexities, and alack of financid literacy often excludethevery groupsthese programs
aredesgnedtoassst. Moreover, theinformal nature of incomefor many |ow-income househol dscomplicates
loandigibility assessments To overcomethesechdlenges, policy interventionsmugt prioritizefinancid inclusivity.
Simplifiedloan processes, targeted subsidies, and theintegration of informa incomeverification systemscan
enhanceaccessbility.

Government I nitiatives and I ncentives

Government initiativeshaveplayed atransformativerol ein promoting affordable housing, demonstrating
a commitment to bridging India’s housing deficit. The Pradhan Mantri Awas Yojana (PMAY) servesasthe
flagship program, aiming to achieve “Housing for All” by 2022 through a multi-pronged approach.” It includes
components such asin-situ redevel opment, affordabl e housi ng partnerships, and the Credit-Linked Subsidy
Scheme. The Deen Dayal Jan Awas Yojana complementsthese efforts by focusing on small-town housing
devel opment, thereby addressi ng urban sprawl and peri-urban housing needs.

Theseinitiatives are underpinned by incentivesfor devel opersand investors. Tax benefits, such as
exemptionsunder Section 80-1BA of the Income Tax Act®, encourage private sector participation. Reduced
GST ratesand land subsidiesfurther lower the cost of affordable housing projects, making them financialy
atractiveto devel opers. For investors, affordable housing offersalow-risk, high-demand segment supported
by robust Government backing.

However, theimplementation of theseinitiativesisfraught with cha lenges. Bureaucraticinefficiencies,
such as delays in approvals and land acquisition, hamper timely project completion. Additionally, the
misdignment of policieswith ground redlities often resultsin suboptimal outcomes. For example, housing units
constructed under PMAY are sometimes|ocated on urban peri pheries, disconnected from employment hubs
and essentid services, reducingther utility for beneficiaries.

Case studies reveal both successes and shortcomings. The Gujarat Government’s integrated housing
projects showcase effective collaboration between public and private takehol ders, leading to timely ddlivery
of quality housing. Conversaly, delaysin stateslike Maharashtrahighlight the pitfallsof over-relianceon
bureaucratic processes. Addressing these challengesrequiresashift toward streamlined approvals, enhanced
coordination among agencies, and greater emphasi son beneficiary feedback.

Market Dynamics and I nvestment Opportunities

The affordable housing sector hasemerged asakey driver of real estate growthin India, offering
sgnificant opportunitiesfor both devel opersandinvestors. Theassured demand for affordabl ehousi ng, bol stered
by Government incentivesand the unmet needs of agrowing popul ation, makesthissegment highly attractive’.
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Deve opersbenefit from reduced GST rates, tax exemptions, and S mplified regul atory frameworks, while
investors are drawn to the sector’s low-risk profile and steady returns.

Public-Private Partnerships (PPPs) have beeninstrumenta in bridging the demand-supply gap. Through
PPP models, private devel opersleverage public resources, such asland or financing, to deliver affordable
housing units. These partnerships enabl e faster project execution and better alignment with market needs
whilemaintaining affordability.

Despiteitspromise, thesector facesrisksthat warrant careful management. Over-reliance on Government
subsidiescan createfinancid vulnerabilitiesif policy prioritiesshift. Regul atory uncertainties, such aschanges
inzoninglawsor tax incentives, further exacerbaterisksfor deve opersandinvestors. Mitigeting these chalenges
requiresdiversification of funding sources, enhanced stakehol der collaboration, and adaptive regul atory
frameworks.

Data on recent trends underscores the sector’s potential. The emergence of affordable housing-focused
Red Edtate Investment Trusts (REITs) hasunlocked new avenuesfor inditutiond investment. Similarly, foreign
direct investment (FDI) in affordable housing has grown steadily, driven by India’s liberalized investment
policies and the sector’s resilience during economic downturns. These developments highlight the sector’s
capacity to attract both domestic and international capital, further underscoring its importance to India’s
economictrgjectory.

CONCLUSION

Thispaper hasexamined themultifaceted dynamicsof affordablehousinginIndia, emphasizingitsrole
infosteringfinancid stability and promotinginclusive growth. From financing mechanismsand Government
initiativesto market-driveninvestment opportunities, theanaysisreved sthecritica interplay between policy,
economics, and sociad welfare.

The challenges identified ranging from financing barriers to implementation inefficiencies—underscore
the urgency of adopting aholistic and inclusive approach. Addressing theseissuesrequires concerted efforts
by policymakers, legd experts, and industry stakehol dersto streamline processes, enhance accessi bility, and
dignhousinginitiativeswith ground redities.™®

Affordable housing ismorethan apolicy imperative; itisamora and legal obligation, central tothe
redlization of human dignity and sustai nabl e urbanization. By prioritizing affordablehousing withinitsurban
development agenda, Indiacan set agloba exampleof equitablegrowth, ensuring that every individud hasa
placeto call home. Thisvision callsfor immediate action and long-term commitment, underscoring the
transformative potential of affordable housing for India’s future.

REFERENCE

1. Universa Declaration of Human Rights, Article 25. https.//www.un.org/en/about-us/universal -
declarati on-of-human-rights, Accessed on 10/01/2025.

Sustainable Development Goals, God 11. https://sdgs.un.org/goa s/god 11, A ccessed on 10/12/2024.

Madavan, Thirumeni (2023) National Urban Housing and Habitat Policy 2007, SLIDESHARE,
https.//www.d ideshare.net/d i deshow/nati ona -urban-hous ng-and-habitat-policy-
2007pdf/255594044, Accessed on 10/01/2025.

4. Roy, Debarpita; & MeeraML (2020) Housing for India’s Low-Income Urban Households: A
Demand Perspective, 402 Indian Council for Research on International Economic

Relations,
January to March 2025  www.shodhsamagam.com Impact Factor
A Double-Blind, Peer-Reviewed, Referred, Quarterly, Multi SJIF (2023): 7.906 201

Disciplinary and Bilingual International Research Journal



_ Y. PapaRao, DhairyaJain
ISSN : 2581-6918 (E), 2582-1792 (P)
Year-08, Volume-08, Issue-01 SHODH SAMAGAM Page No. 196 - 202

5. Press Release: Press Information Bureau, https://pib.gov.in/PressReleseDetailm.aspx?PRID
=2074713, Accessed on 10/01/2025.

6. Approach paper onAffordable Housing, NABARD, https.//www.nabard.org/auth/writereaddata/
careernotices/2211192459A pproach%20paper%200n%20aff ordabl €%620
housing.pdf, Accessed on 10/01/2025.

7.  Batra, Manpreet (2021) India’s Enduring Urban Housing Shortage: The Case for Upgrading Informal
Settlements, Observer Research Foundation, 1ssue 338, https:.//mwww.orfonline.org/
public/uploads/posts/pdf/20230723035618.pdf, A ccessed on 10/01/2025.

Section 80 IBA of thelncomeTax Act, 1961.

India’s Affordable Housing Market: A Trillion-Rupee Opportunity by 2030, Report Linker, https://
www.reportlinker.com/article/9681, Accessed on 10/01/2025.

*kkkkkk*k

January to March 2025  www.shodhsamagam.com Impact Factor 202
A Double-Blind, Peer-Reviewed, Referred, Quarterly, Multi SIIF (2023): 7.906 0
Disciplinary and Bilingual International Research Journal C



