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Urban Housing and the Plan 
C O O R D I N A T I O N of economic acti

vi ty wi th in the economy la the 
very essence of planning. India is 
at the moment passing through that 
phase of planning in which the 
Hems pressing for expenditure are 
innumerable. In each case strong 
and forceful reasons could he put 
forward to justify outlays. Still if 
expenditure has to be matched with 
resources and when resources are 
in short supply, the question of the 
fixation of priorities cannot simply 
be avoided. 

Housing Shortage 
The conference of Housing Minis

ters held last week in Mysore and 
its deliberations leave no one in 
doubt that the housing situation in 
the country needs attention. As 
was pointed by Shri K C Reddy, 
Union Minister for Works, Housing 
and Supply, the shortage of houses 
in the urban sector was likely to 
he about 5.7 million units, i e, twice 
as much as it was in 1951. when the 
First Plan was started. The short
age of this order, he reminded the 
conferenee, would come about in 
spite of the fact that during the Sec
ond Plan nearly Rs 900 crores would 
be spent on urban housing- an out
lay which is estimated to create 
about 1.9 million housing units. One 
may not agree w i th the Central 
Housing Minister about the precise 
figure of expected shortage (to that 
extent, the position may be more or 
less appalling, depending upon the 
side to which the disagreement wi th 
the official figure inclines) because 
it appears that in calculating this 
figure he takes into account the pos
sible rise of urban population which 
is estimated to be about. 20.6 mill ion 
during the decade 1951-1961. The 
more significant factor contributing 
to the demand for housing in the 
urban sector appears to be the mag
nitude of migration from rural to 
urban areas rather than the abso
lute increase in total urban popula
tion. The magnitude of this migra
t ion would obviously be much smal
ler than the figure of the total esti
mated increase in urban population. 
This should mean'that the shortage 
in urban housing in 1961 would not 
be as great as is foreseen by the 
Central Housing Minister. Of 
course, the problem of housing 
shortage would remain but the point 
made here is that it may not be so 
serious as it is considered to be in 

official circles or, to be more precise, 
in the Government departments con
cerned wi th housing. 

What Priorlty? 
This brings us to the question of 

the priority to be assigned to urban 
housing during the Second Plan. As 
stated above the total outlay on ur
ban housing during the Second Plan 
was originally expected to be around 
Rs 900 crores of which Rs 110 crores 
were to be spent by the Government 
and the rest by the private sector. 
If allowance is made for the rise 
in costs consequent on the recent 
rise in prices, the same projects 
should involve an outlay of over 
Rs 1,000. crores, In money terms, 
when the Second Plan is completed. 
It is common knowledge that the 
position in regard to the resources 
was viewed much more optimistic
a l ly when the Second Plan was 
drawn up than what it is today 
when the country is in the throes 
of acute balance of payments diffi
culties and inflationary pressures. 
Now in assigning priorities to in
vestment projects, In the circumstan
ces in which the country is placed 
today, precedence should be given to 
those investments which mature 
quickly in terms of marketable 
goods find services. No doubt the 
construction of houses brings imme
diately into existence housing ser
vices which are usually paid for. Put 
since most of the housing projects 
that the Government has in view 
are of the subsidised type whether 
it is for housing industrial workers, 
plantation labourers or slum dwel
lers, or even housing low income 
and middle income groups, the hous
ing services created by these pro
jects would not be priced according 
to the prevailing market and would 
therefore not exercise the same 
counter-inflationary effect on the 
economy as would be the case if 
the goods or services produced were 
to be placed straight on the market 
and priced as dictated by the current 
inter-play of the forces of demand 
and supply. 

This argument should not be 
taken to mean that subsidised cons
truction of houses or subsidisation 
of rents In the case of deserving 
classes of the community are not 
desirable. It only means that in 
times of stress of the type which 
weighs down the Indian economy at 
this moment schemes of this type 

however demanding in terms of 
human values, have got to be 
deferred until better tunes. 

There is another argument also 
which would argue in favour of the 
postponement of outlays on housing 
as far as possible. Even If it were 
granted that housing services are 
dirertly marketable (this would be 
the case if rents are not subsidised 
or if housing construction loans do 
not contain any element of subsidy) 
it still remains true that the current 
capital output co-efficient is much 
higher in the case of house building 
as compared to most investments 
in manufacturing industry. This 
means that investment in housing 
matures over a much longer period 
than industrial Investment although 
the services from the former in
vestment start flowing in earlier 
than the goods from the latter. 

Viewed in the above light there 
appears to be ample justification 
for the Planning Commission to 
recast the housing programme. No 
doubt the investment on housing. 
which is under the control of the 
public sector, comprises a small 
proportion of the total expected 
outlay on housing during the Plan 
period, (though the proportion 
would be higher than is indicated 
by the amount provided for in the 
public sector's plan because some 
of the private sector's outlays 
would not take place If subsidised 
loans or other concessions were 
not forthcoming from the Govern
ment). Still the Government can, 
through a system of controls which 
need not be extensive in scope, keep 
the aggregate outlay on housing 
within limits. The Important point 
is that, the Planning Commission 
must be clear about the priority that 
Is to be assigned in its scheme of 
investments to urban housing. 

Need for Urgent Reappraisal 
The fear is that unless the Plan

ning Commission makes its position 
clear and fully known the Govern
ment at the Central and the States 
levels may continue to urge on ex
pansion in housing activity at a 
time when the need of the hour is 
to put a curb on such activity. For 
instance, in the conference of the 
State Housing Ministers referred to 
above, Slip Reddy actually exhorted 
the State Ministers to take measures 
necessary for expediting the cons
truction of houses and it was to that 
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end that he suggested that Housing 
Finance Corporations may be set 
up at the State levels. The idea, he 
said, was that such corporations 
would channelise into housing funds 
drawn from the private sector as 
well as banks, investment compa
nies and financial institutions sup
plemented by funds from the Life 
Insurance Corporation and the Em
ployees Provident Fund Account. 
Following the Central Housing 
Minister the Chairman of the Life 
Insurance Corporation has announ-

AN Ordinance promulgated last 
week reduced the statutory re

serve of the Reserve Bank to Rs 
200 crores, inclusive of gold coin 
and bullion valued at nearly Rs 118 
crores. The minimum reserve of 
foreign securities required to be 
kept by the Reserve Bank has thus 
been b rough t down to Rs 82 crores, 
against Rs 317 crores actually held 
during the week ending October 25. 
The statutory reserve of Rs 200 
crores is equivalent to about two 
and a half months imports at the 
average rate experienced in the first 
half of 1957. Since imports over 
the next two years are expected to 
be somewhat lower than this rate 
and assuming that larger imports of 
foodgrains would be financed from 
various aid programmes, the statu
tory reserves should not be consider
ed unduly low. As for the impact of 
the reduction in the statutory min i 
mum or external confidence in the 
rupee, even those who question the 
wisdom of the Government's drastic 
action are likely to suspend their 
judgment unti l such time as the 
foreign reserves actually decline be
low what they regard as the safe 
limit. 

Export Promotion 
The report of the Export Promo

tion Committee published last week 
bears marked resemblance to the 
one brought out by the Federation 
of Indian Chambers of Commerce 
and Industry late in 1955 (reviewed 
in E W, February 9, 1957). The 
patent fact that the exportable sur
plus of this country is rather small 
has to be clearly recognised—and 
together with It the equally patent 
necessity of squeezing home con
sumption to increase it. The re-

ced the readiness of the Corporation 
to consider requests for loans from 
housing societies. A l l this rush on 
housing seems uncalled for, and 
particularly at this juncture. It is 
no doubt true that a certain amount 
of housing activity must go on even 
now. For example, housing accom
modation must be provided to engi
neers and workers on the sites of 
the new steel plants. That la some
thing which cannot simply be avoid
ed. But apart from such unavoid
able expenditures there would be so 

fusal to lower the cloth excise duty 
is a step in the proper direction 
(though some readjustment of its 
incidence an coarse and medium 
goods would have helped eliminate 
speculation) so long as it does not 
encourage the persistent tendency in 
Government policy to believe that 
economic policy is concretised as 
soon as an ad ho-c measure for the 
textile industry is announced. If 
it is admitted that we are living 
through a foreign exchange crisis, 
then it logically follows that ex
ports must be stepped up at a l l 
costs. The domestic consumer has, 
however, been assured that the 
Government has his interests in 
mind and that attempts at export 
promotion would not be all at his 
cost. There should be l i t t le objec
tion in principle to the committee's 
suggestion that special income tax 
concessions be granted to encourage 
exports. If lavish depreciation al
lowances can be allowed to stimu
late industrialisation and shipping 
companies can be exempted from 
the wealth tax why not special con
cessions to promote exports? 

Narrow Movements 

Over the week, Dalai Street has 
moved within a fair ly narrow 
groove in the absence of any fresh 
incentives. shri Manubhai Shah's 
announcement that the cloth excise 
duty wi l l remain unchanged, and 
the continued sluggishness in piece-
goods, led to profit-taking and bull 
liquidation in TextiIes. Sugar scrips 
were buoyant on improved dividend 
reports and shipping continued to 
be in demand. While the past year 
has been exceptionally favourable 
for sugar companies, the prospects 
during the next season do not ap-

many other construction projects 
which could easily be deferred for 
a couple of years, or even more, and 
it is urged that the Planning Com
mission must come forward and 
assert itself in this matter. It may 
be a bi t unfortunate from the point 
of view of the Housing Minister that 
circumstances are not conducive to 
the implementation of the projects 
of his department. But that after 
all is no criterion in directing 
national economic policies. 

pear to be equally bright. The 
home market might be affected ad
versely by the high cost of l iving 
in urban areas, and by draught in 
the East, while international prices 
have already fallen below the In-
dian f o b quotations. Export pros
pects, therefore, depend very largely 
on the extent to which the profits 
collected from exports during the 
expiring season and pooled together 
can be utilised to subsidise the new 
season's exports. Though a direct 
Government subsidy to sugar ex
port is ruled out by GATT obliga
tions, the industry is optimistic 
about securing its help in some form 
or other. Government would do well 
to announce its policy fa i r ly soon 
if last year's performance of sugar 
experts is to be emulated. 

Indianisation 
Following the successful conver-

sion-cum-Indlanisation issues to fin
ance the expansion of National Car
bon, Guest Keen Williams, Lever 
and Dunlop over the last year, three 
similar flotations are reported to be 
awaiting entry into the capital mar
ket. These are Philips Electric, 
Firestone and Siemens. Detailed 
information about these projected 
Issues is not yet available but the 
first mentioned has announced its 
intention to offer 5 lakh shares of 
Rs 10 each to the public at a pre
mium of Rs 2.50. Firestone and 
Siemens are known to be carrying 
on negotiations wi th the Tatas and 
Khataus, respectively; whether and 
when they wi l l make an offer to 
the public is still uncertain. 

Spurt In Bank Deposits 
Deposit liabilities of scheduled 

banks have spurted by Rs 37.5 

Movement in Narrow Grooves 
Thursday, Morning 
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