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Abstract 

Shelter is a basic need of a citizen which is critical for determining the quality of human life. Housing is one of the basic requirements for an 

individual, owing a house provides significant social security and status in the society. Rural housing also contributes to improved health and 

productivity and reduces vulnerability of the poor.  Providing houses to the poorest also has a positive impact on people's physical & mental 

health. Once the basic need of housing is fulfilled, citizens develop a sense of opportunity for livelihood, for improving living conditions and for 

continuing children's education. Undoubtedly, there is a direct link between a safe and secure housing to better standards of living & reduction 

in vulnerability.  Hence, fulfilling the need for rural housing and tackling housing shortage particularly for the poorest is an important task to be 

undertaken as part of the poverty alleviation efforts of the government. Stable, affordable and accessible housing is directly and indirectly linked 

to human well-being. The Indira Awaas Yojana (IAY) is a flagship scheme of the Ministry of Rural Development to provide houses to the Below 

Poverty Line (BPL) families in the rural areas. The funding of IAY is shared between the Centre and States in the ratio of 75:25. Out of the 

estimated 200 million families in India, approximately 65 to 70 million families do not have adequate housing facilities. They are not able to 

procure a house for want of financial resources. The situation of the Scheduled Tribes, Scheduled Castes and the other socially and 

economically backward class families is worst affected by poor housing conditions. Hence, fulfilling the need for rural housing and tackling 

housing shortage particularly for the poorest is an important task to be undertaken as part of the poverty alleviation efforts of the government. 
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INTRODUCTION 

To have a comfortable home is the outcome of a deep and, often, long cherished wish fulfilment. By giving 

shape and form to desires and preferences, in turn, the home shapes family and social life. It is a major factor 

in moulding the life and behaviour of individuals and contributes significantly to formation of character and 

creates the atmosphere for human development. Housing is both a consumer good as well as a capital good. 

It is an economic good which stimulates the standard of living and is a critical obligation of welfare state. 

Investment in public housing stimulates local economic development and expands welfare. 

The concept of public housing focuses on an area of public policy which provides for the basic requirements 

of functional space for a family. Such a house would lend itself to expansion and development as the family 

grows or improves its economic status design and adequacy of a core house would vary from culture to 

culture from family to family. It is more than a roof over one’s head. It infers sufficiency of space, ease of 

accessibility, assurance of security, availability of minimum needs, existence of a good environment and 

guarantee of safety and stability and it has to be organically linked to social, livelihood and ecological 

surroundings. It has to be noted that a large portion of existing housing stock in rural India is self-built, 

community enhanced and self-managed, mostly using locally available materials and labour and often 

improved in quality and extended in area over time. It is the product of a “social production process”. It is 

naturally an environment friendly product serving as a place for storage and work. 

The origin of the Indira Awaas Yojana (IAY) can be traced to the programmes of rural employment, which 

began in the early 1980s. Construction of houses was one of the major activities under the National Rural 

Employment Programme (NREP), which began in 1980, and the Rural Landless Employment Guarantee 

Programme (RLEGP), which began in 1983. There was, however, no uniform policy for rural housing in the 

States. As per announcement made by the Government of India in June 1985, a part of the RLEGP fund was 

earmarked for the construction of houses for SCs/STs and freed bonded labourers. As a result, Indira Awaas 

Yojana (lAY) was launched during 1985-86 as a sub-scheme of RLEGP. IAY, thereafter, continued as a sub-

scheme of Jawahar Rozgar Yojana (JRY) since its launching in April, 1989. 6% of the total JRY funds were 

allocated for implementation of lAY. From the year 1993-94, the scope of lAY was extended to cover below 
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the poverty line Non-Scheduled Castes/ Scheduled Tribes families in the rural areas. Simultaneously, the 

allocation of funds for implementing the scheme was raised from 6% to 10% of the total resources available 

under JRY at the national level, subject to the condition that the benefits to Non-Scheduled Castes/ Scheduled 

Tribes poor should not exceed 4% of the total JRY allocation. IAY was de-linked from JRY and made an 

independent scheme with effect from 1st January 1996. 

This scheme was first merged with (JRY) since in 1989 and then spun off into a separate housing scheme for 

the rural poor in 1996. The allocation of funds under this scheme is done keeping in view the prevalence of 

poverty and household shortage of any particular area. Further, the allotment of dwelling units under the 

scheme is done in the name of a female member of the beneficiary household. Alternatively, it can be 

allotted in the name of both husband and wife. Sanitary latrine and smokeless chullah are integral parts of 

the IAY house. The construction of the house is the responsibility of the beneficiary. The IAY house is not 

to be constructed and delivered by any external agency such as Government Departments (GDs), Non- 

Governmental Organisations (NGOs) etc. No specific type of design has been stipulated for an IAY house. 

Choice of design, technology and materials for construction of an IAY house is the sole discretion of the 

beneficiaries. Thus; the beneficiaries are given freedom to construct their houses according to their own 

choice without the intervention of concerned officials. 

In 1985, Indira AwaasYojana (IAY) was launched as a sub-scheme of Rural Landless Employment 

Guarantee Programme (RLEGP) and later as a sub-scheme of Jawahar RozgarYojana (JRY) to provide 

houses for SCs/STs and freed bonded labours and was later extended to non- SCs/STs families. 6% of the 

total JRY funds were allocated for implementation of lAY. During 1985- 1992, altogether 1.06 million 

houses were constructed at a total cost of 1139.75 crores However, IAY was delinked from Jawahar Rozgar 

Yojana (JRY) and was made an independent scheme in 1996 (NIPFP, 2015). 

OBJECTIVE OF STUDY 

In this study, an attempt has been made to understand the extent of physical progress of the scheme as well 

as its impact on the overall Rural Housing with basic facilities. It is well known that the construction 

activities (especially housing) are expected to have strong forward and backward linkages with other sectors 

in the economy. Thus, the impact of increase in housing constructions is expected to generate employment 

both through direct and indirect channels, which this report tries to assess for the period from 2008-2014. 

METHODOLOGY 

The study is based on secondary data was collected from the Development & Water Conservation 

Department, Ministry of Rural Development, CAG Audit reports, Reports of IRDP/IAY and Annual reports 

of various related agencies of Government of India during (2008-2014). All physical and financial 

performance data is available in public domain. The parameters are monitored by IAY guidelines 2013 

includes, beneficiary households, physical target achievement, financial target achievement, BPL cards etc. 

The data related with the various aspects of Indira Awaas Yojana (IAY) in the States is collected for the 

study purpose.  

INDIRA AWAAS YOJANA (IAY) 

Since, three percent of the houses under the scheme are reserved for Below Poverty Line (BPL) disabled 

persons in rural areas and so in 1993-94, a new Rural Housing Scheme (RHS) was launched by the Central 

Government. Under this scheme, funds were provided by the Ministry of Rural Areas and Employment 

(MRAE) to the State Governments in proportion not exceeding 50 percent of the allocation made by them 

for rural housing programme. This included finance for weaker sections and persons living below the 

poverty line in rural areas under the minimum needs programme. Later, this RHS was merged in IAY with 

effect from January 1996. After this merger, the rural poor people were given financial assistance to improve 

their housing infrastructure only under IAY Scheme. The poorest families having only girl child will also be 
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able to avail the benefits on priority basis under the scheme as per the revised guidelines framed by the union 

rural development ministry. This amendment has been introduced with an aim to improve the sex ratio, 

which was witnessing a sharp decline in the country over the years. Households where a member is suffering 

from leprosy or cancer, people living with Human Immune Deficiency Virus (HIV) can also look towards 

help at the earliest under the scheme. Besides, these new amendments made in the guidelines of the scheme 

in May 2013, the scheme also give priority for rehabilitation of people affected by occupational diseases like 

silicosis, asbestos, overuse of pesticides or those affected in an epidemic of diseases like Kala-azar. Thus, its 

scope has been extended to almost all strata of rural poor and the main purpose of these amendments in the 

guidelines of IAY Scheme was to improve the sex ratio and to extend the benefits of this scheme to all the 

strata of rural population. 

Indira Awaas Yojana (IAY) Scheme has the following objectives : 

•  To help construction of dwelling units by members of Scheduled Castes (SCs), Scheduled Tribes (STs), 

Freed Bonded Labourers (FBLs) and also men of Non-Scheduled Castes (NSCs) and Non Scheduled 

Tribe (NST)rural poor people living below the poverty line by providing them grant in aid. 

•  The availability of drinking water supply is ensured by the agencies responsible for the    implementation 

of IAY Scheme.  

•    Construction of sanitary latrine facilities forms an integral part of IAY dwelling units.  

•    Plantation of trees in the entire habitat or around also the individual house is also  encouraged. 

•    To provide smokeless chullahs to the rural poor under the IAY scheme. 

•    To provide land to landless poor people for their house construction. 
 

The scheme is designed to enable Below Poverty Line (BPL) households identified by the community 

through Gram Sabah to build their houses, upgrade their dilapidated houses or get house -sites with financial 

and technical assistance from the Government of India (GOI). This scheme has various components given as 

under: 

a) Assistance for Construction of a New House: Under Indira Awaas Yojana (IAY), with effect from 

1.4.2013 a shelter less BPL family is given assistance of Rs. 70,000 in plain areas and Rs. 75,000 in hilly 

difficult areas on the basis of Centre and State share for construction of a new house. 

b) Up gradation of Kutcha or Dilapidated Houses: This would involve up-gradation of roof repair or 

replacement of parts and the like. Up gradation of houses/walls may reuse or recycle materials. Through 

use of additional materials and changes in designs enabling durability the houses upgraded with 

reasonable maintenance should be capable of lasting at least 30 years. Assistance of Rs 15000 is given for 

this purpose which is shared by the Centre and State in the same ratio as in the case of assistance for 

construction of new house. 

c) Provision of House Sites: Assistance for purchase of house -sites has been fixed at Rs 20000 to be shared 

by Centre and State in the ratio of 50:50. Ideally 10 percent of land should be provided for the house - site 

component; the district collector should identify public lands available in the habitation and allot them to 

the eligible landless. In case the public land is not available the required may be purchased by following 

the procedure followed by State Government. 

d) Special Projects: Five percent of IAY allocation is retained at the Central level as reserve fund to be used 

with the approval of the empowered committee for the following purposes: 

• Rehabilitation of below poverty line families affected by natural calamities, 

• Rehabilitation of below poverty line families affected by violence, law and other problems, 

• Settlement of free bonded labour and liberated manual scavengers, 

• Settlement of particularly vulnerable tribal groups, and  

• New technology demonstration, especially with focus on affordable and green technologies.  
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Taking into consideration the recommendations of the study from the year 1993-94, the scope of IAY was 

extended to cover below the poverty line Non- Scheduled Castes/Scheduled Tribes families in the rural 

areas. Simultaneously, the allocation of funds for implementing the scheme was raised from 6% to 10% of 

the total resources available under JRY at the national level, subject to the condition that the benefits to Non-

Scheduled Castes/ Scheduled Tribes poor should not exceed 4% of the total JRY allocation. IAY was de-

linked from JRY and made an independent scheme with effect from 1st January 1996. Since 1999-2000, a 

number of initiatives have been taken to improve the Rural Housing (RH) Programme by making provision 

for up gradation of unserviceable kutcha houses and by providing credit with subsidy for certain sections of 

the poor. Emphasis has also been laid on use of cost affective, disaster resistant and environment friendly 

technologies in rural housing.  

As per the estimation of the Working Group on rural housing under the Planning Commission, housing 

shortage under the XII Five Year Plan was 400 lakh. It was assumed that half (200 lakh) of the total housing 

shortage would require financing through the IAY and interest subsidy assistance. The rest 200 lakh houses 

would be constructed through state schemes, their own resources or informal sources of finance such as 

through money lenders, borrowings, etc. 

There were several modifications in the IAY from time to time: 
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Financial Assistance under the IAY 

The ceiling on grant of assistance to each IAY beneficiary for construction of a new house and up-gradation 

of an unserviceable kutcha house during 2008-09 to 2012-13 was as under: 
 

 
  

 

Implementation of the IAY 

The IAY is implemented through the gram panchayats (GP) and Zilla Parishads (ZP)/District Rural 

Development Agencies (DRDA) and houses are to be constructed/up-graded by the beneficiaries themselves. 

The selection of beneficiaries and utilisation of available resources earmarked for various categories is given 

in Figure -1: 

Fig.1- Earmarking of funds for different categories 

 
        Source: CAG Performance Audit report of IAY, 2014 

 The beneficiaries are required to make their own arrangements for procurement of material, engage 

skilled workmen and also to contribute family labour. ZP/DRDA may help the beneficiaries in 

acquiring raw material at control rates, if they so desire or request. 

 Allotment of the dwelling unit should be in the name of a female member of the beneficiary 

household. However, if there is no eligible female member in the family available or alive, the house 

can also be allotted to a male member of the deserving BPL family.  

 Sanitary latrine and smokeless chulha are necessary with each IAY house.  

 Funds are provided under Total Sanitation Campaign (TSC)( launched in 1999 to eradicate the 

practice of open defecation by 2017)   for construction of sanitary latrine in the IAY houses.  

 Free electricity to rural BPL families of the IAY was to be provided under the Rajiv Gandhi Grameen 

Vidyutikaran Yojana (RGGVY), launched by Gol in March 2005 with the objective of electrifying 

un-electrified villages and providing free electricity connections to rural BPL households.   

 

 
 

15% of Funds for minority category and 3% of funds for physically and mentally  challenged 
persons.

60%  of the funds for SC / ST,BPLhouseholds and 40% of the funds for Non SC / ST BPL 
households.

Gram Panchayat selects the beneficiaries  on the basis of BPL list and prepare permanent IAY 
waitlists and prepare permanent IAY waitlists and earmark the Funds for different categories.

DRDA decides the no. of houses to be constructed / upgraded and the targets that are fixed are 
intimated to Gram Panchayats

Ministry fixes target and allocation  and on this basis releases Funds to DRDA
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FUNDING PATTERN 

The expenditure for the IAY is shared by Central and state governments. The funding pattern is shown in 

Table-1 below: 

  Centre share  State share 

North –Eastern State and Sikkim 90% 10% 

States other than North –Eastern State and Sikkim 75% 25% 

Union Territories 100% ---- 

Source : Guidelines of IAY, 2009 , Govt. of India 

According to para 1.5 of the IAY guidelines, available resources were to be earmarked for various 

categories in a district as under: 

i. At least 60 per cent of the total funds and physical targets to be utilized for Construction / upgradation 

of dwelling units for SC/ST BPL households. 

ii. States/DRDAs to earmark 15 per cent of their financial / physicaI targets for the year, for minorities 

from district to the panchayat level. 

If any particular category exhausted or was not available in a district, the allocation was to be utilized 

for other categories as per priority given in the IAY guidelines after certification to that effect by the 

Zilla Parishad / DRDA concerned. 

 

CRITERIA FOR ALLOCATION OF IAY FUNDS 

The criteria for allocation of IAY funds to the States & UTs involve assigning 75% weightage to housing 

shortage and 25% to poverty ratio. The allocation amongst districts is based on 75% weightage to housing 

shortage and 25% weightage to SC/ST component. 

Further, 60% of the IAY allocation is meant for benefiting SC/ST families, 3% for physically handicapped 

and 15% for minorities. Also the IAY houses are expected to be invariably allotted in the name of 

women.5% of the central allocation can be utilized for meeting exigencies arising out of natural calamities 

and other emergent situations like riot, arson, fire, rehabilitation etc.                                                                                                                                                                                                                                                                                                                  

In order to introduce transparency in selection of beneficiaries permanent IAY waitlists have to be prepared 

gram panchayat wise by the States/UTs. These lists contain the name of deserving BPL families who need 

IAY houses in order of their poverty status based on the BPL list 2002. Gram Sabhas select the beneficiaries 

from the list of eligible BPL households/Permanent IAY Waitlist wherever it has been prepared. 

 Provision for SCs, STs, OBCs and others under Indira Awaas Yojana, a minimum of 60% of the funds 

are required to be utilized for the benefits of Scheduled Castes and Scheduled Tribes and a  maximum 

of 40% are utilized for non-SC/ST BPL rural households. During the last year i.e. 2008-09, out of total 

utilization of Rs.8348.34 crore, Rs.4931.46 crore were utilized for Scheduled Castes and Scheduled 

Tribes (59.07%). 

 Persons with Disabilities As per IAY guidelines, 3% of the funds allocated are utilized for construction 

of houses for the physically and mentally challenged persons. During 2008-09, 53750 houses were 

sanctioned for physically handicapped persons.  

The funds allocated by the State and Central Government for the beneficiaries except in the north-east 

regions/UT are tabulated below: 
 

Table -2 : Funds Allocation By The State And Centre 

S. No Beneficiary Category Fund Allocated 

1. SC/ST Category 60% 

2. Minority sections of society 15% 

3. Individual with disabilities 3% 
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 The allocations of funds made are as follows: 

 To the extent of 90% of the fund allocated under this scheme will be used for the purchase of items 

for new houses, upgradation of houses and also for other expenses. 

 The balance 5% of the fund will be used for the special projects undertaken by the Indira Awaas 

Yojana (IAY). 
 

The Ministry of Rural Development will allocate the funds based on the following conditions: 

 The priority is given to the housing shortage in rural regions and the next priority is given to the 

individuals of the Below Poverty Line category (BPL). 

 The assistance of 20% can be utilised for the upgradation of kutcha houses for the families that are 

BPL category. 

 Construction of an IAY house is the sole responsibility of the beneficiary. 

 Engagement of contractors is prohibited and no specific type, design has been stipulated for an IAY 

house. 

 However, sanitary latrine and smokeless chullah are required to be constructed alongwith each IAY 

house. 

 For construction of a sanitary latrine, in addition to financial assistance provided under IAY, the 

beneficiary can avail of financial assistance as admissible under the Total Sanitation Campaign 

(TSC). 

NORTH EASTERN REGION 

From the financial year 2000-2001 onwards, a separate non- lapsable provision working out to 10% of the 

total budget of Rural Housing is being earmarked for North-Eastern States. During the year 2008-2009, an 

amount of Rs. 881.00 crore was earmarked for the North Eastern Region including Stimulus Package which 

was released during the year. Further against physical target of 1.96 lakh houses, 1.84 lakh houses were 

constructed in the North Eastern States under the Indira Awaas yojana (IAY). 

 PROVISION FOR HOMESTEAD SITES: 

Scheme to provide homestead sites for deserving BPL households has been approved. This will enable a 

permanent asset to be given to those BPL families who have neither land nor house site. It will also help 

them to fulfill their need for shelter. As on 31/12/2009, proposals from 26 DRDAs of three States i.e. 

Karnataka, Kerala and Sikkim have been received and Rs.86.93 crore have already been released to them. 

Convergence of various Centrally Sponsored Schemes with IAY Necessary instructions have been issued 

to all the DRDAs regarding Convergence of various Centrally Sponsored Schemes (CSS) with IAY. IAY 

beneficiaries can get the benefits available under Rajiv Gandhi Grameen Vidyutikaran Yojana (RGGVY), 

Total Sanitation Campaign (TSC), Janshree and Aam Aadmi Bima Yojana, Health Insurance Scheme and 

Differential Rate of Interest (DRI) Scheme etc. 

To elaborate, under RGGVY each IAY beneficiary can get a free electricity connection to his house, under 

TSC an IAY beneficiary who X. Physical Performance during 2009-2010 (as on 31/12/09) Physical Target 

for the year 40.52 lakh houses Houses Constructed 21.18 lakh houses Houses under Construction 27.53 lakh 

houses Percentage of Physical Achievement 52.27 % will construct a sanitary latrine will get an amount of 

Rs.2200/- from TSC funds in addition to the unit assistance he has got under IAY, and all willing IAY 

beneficiaries can get the benefits available under Janshree Bima and Aam Aadmi Bima policies, Health 

Insurance Scheme, Job Cards under NREGA and under DRI, an IAY beneficiary can borrow up to 

Rs.20,000/- from any Nationalized Bank at 4% interest per annum to top up the unit  assistance he has got 

under IAY.  
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Economic Stimulus Package 

To stimulate the economy, out of total package allocated for Rural Development Rs. 3050.00 crore was 

provided for Rural Housing in January, 2009. This was in addition to the normal allocation of Rs.5750 crore. 

The details of total release of funds under economic stimulus are as under. 

               Table 3: Allocation and physical target under Economic Stimulus Package 

Category Amount released           

(Rs. In crore) 

Target 

(In lakh) 

Allocation and physical target under Economic Stimulus Package 

As a part of normal IAY programmes 2428.48 18.01 

For kaalazaar affected districts of Bihar 96.00 0.73 

For Naxal affected districts 412.91 3.15 

For Border districts  20.80 0.23 

For Primitive Tribes 35.25 0.27 

Revision of funding pattern (NE) 56.60 -- 

TOTAL 3050.00 22.39 

                      Source: India, Ministry of Rural Development, Annual Report, 2014-15 

 

MONITORING MECHANISM 

The Indira Awaas Yojana is being continuously reviewed through Monthly and Annual Reports received 

from the States/UTs. Senior officers at the level of Deputy Secretaries and above in the Ministry are 

appointed as Area Officers for different States/UTs. These Area Officers visit the allotted States/UTs from 

time to time and inspect the actual implementation of the programme in the field. They also participate in the 

State Level Coordination Committee Meetings providing thereby, a source of effective link between the 

policy makers, i.e., Government of India and the implementing agencies (States/UT Governments). The 

programme is also reviewed at the meetings with the State Secretaries of Rural Development and with the 

Project Directors of DRDAs in the workshops held every year. 

From April 2007 onwards, an online monitoring mechanism has been put in place to enable DRDAs to 

upload their monthly progress reports onto the website of the Ministry. Further, database of beneficiaries is 

being computerized and software for IAY-MIS is being developed. 

 

FINANCIAL AND PHYSICAL PERFORMANCE OF INDIRA AWAS YOJANA 

Performance under IAY since Inception  

Since inception till date, about 218.69 lakh houses have been constructed/ upgraded by spending an amount 

of Rs.52365.76 crore. (upto 11/01/2010) 

                        Table 4: Financial Performance during 2008-09 
 

 

 

 

                          Source: Annual Report 2009-10,Ministry of rural Development, Govt. of India 

 

 

 

 

 

Central Budget for IAY Rs. 8800 crore 

Central releases Rs.  8795.79 cr 

Total available funds (including opening balances & State Share)  Rs.14460.35 cr   

Utilization of funds Rs. 8348.34 cr 

Percentage of Utilization 57.73% 
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Table 5: Financial Performance during 2009-10 

 

 

 

 

               Source: Annual Report 2009-10,Ministry of rural Development, Govt. of India 

Table 6: Physical Performance during 2008-2009 

Physical Target for the Year 21.27 lakh houses 

Houses Constructed  21.34 lakh houses 

Houses under construction 17.91 lakh houses 

Percent of Physical Achievement 100.32 % 

                    Source: Annual Report 2009-10, Ministry of rural Development, Govt. of India 

Table 7: Physical Performance during 2009-2010 (as on 31/12/09) 

Physical Target for the Year 40.52 lakh houses 

Houses Constructed  21.18  lakh houses 

Houses under construction 27.53 lakh houses 

Percent of Physical Achievement 52.27% 

                  Source: Annual Report 2009-10, Ministry of rural Development, Govt. of India 
 

Physical & Financial Progress 2014-15  

During 2014-15, an amount of Rs 14099.55 crore was allocated under IAY for construction of 25.18 lakh 

houses  

           Table 8 : Financial Performance 2014-15 

 

 

 

     

Source:Annual Report 2009-10, Ministry of rural Development, Govt. of India 
  

         Table 9: Physical Performance 2014-15 

 

Source: Annual Report 2009-10, Ministry of rural Development, Govt. of India 

During 2008-09 to 2012-13 expenditure incurred ranged between 58% and 85% of the total available funds 

with the states as given below: 

 

Central Budget for IAY(including economic stimulus package) Rs. 8800 crore 

Central releases Rs.  5846.30 cr 

Opening balances Rs. 3468.74 

Total available funds (including opening balances & State 

Share) as on 1 / 4 / 2022 

Rs.  11324.85 cr 

Utilization of funds Rs. 7024.63 cr 

Percentage of Utilization 62.03% 

Central Budget for IAY Rs. 14099.55 cr 

Central releases Rs. 11096.95 cr 

Total available funds (including opening balances & State 

Share) as on 1 / 4 / 2022 

Rs. 19070.31 cr 

Utilization of funds Rs. 13835.55 cr 

Percentage of Utilization 72.55% 

Physical Target for the Year 25.18 lakh 

Houses Constructed  16.53 lakh 

Houses under construction 34.63 lakh 

Percent of Physical Achievement 65.61% 
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Table – 10 : Expenditure Incurred Under IAY 

 
Source: CAG Performance Audit report of IAY, 2014 

Figure 2 below shows that the expenditure on the IAY during the last four years had not increased 

significantly; rather it remained almost static. It also indicates that the margin between funds available and 

the expenditure is widening and it was significant in 2011-12. 

Fig. 2 : Financial performance under the IAY during 2008-09 to Z012-13 

 
 

The figure 2 below shows that targets of houses were never achieved and the difference between targets and 

house constructed is even greater from 2011-12 onwards. 

Fig. – 3 : Physical performance under the IAY during 2008-09 to 2012-13 

 

     OVERALL PERFORMANCE OF IAY 

Keeping in view the growing demand for rural housing because of burgeoning population the government 

is making efforts to meet the demand in the rural areas of the country. The size of the scheme has 

increased substantially in recent years. The budgetary outlay for rural Housing has been enhanced from 

Rs.1991 crore in 2001-02 with a physical target of construction of 12.94 lakh houses to Rs.16,000.00 

crore in 2014-15 for construction of 25.18 lakh houses. Against an allocation of Rs.16,000 .00 crore for 

the year 2014-15, Ministry has released an amount of Rs.10,404.29 crore. A total of 8.29 lakh houses 
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have been constructed against a target of 25.18 lakh as on 31st December, 2014). Since the inception of 

the scheme, 333.82 lakh houses have been constructed incurring a total expenditure of Rs.1,17, 039.00 

crore (Annual Report2014-15, MoRD). 

Table 11 : Performance during Financial Year 2014-15 (as on 31.12.2014) 

 

Total Outlay for Rural Housing Rs.16000.00 crore 

Central Budget for IAY Rs.14099.55crore 

Central releases Rs.10404.29 crore 

Total Available Funds (including OB State share) Rs. 16745.16crore 

Utilization of funds Rs.9546.48 crore 

Percentage of Utilization 57.01% 

Source: Annual Report, 2014-15, Ministry of Rural Development, India 
 

Table 12 : Performance of IAY over the last ten years 

Year Central Allocation  

(Rs. in lakhs) 

Central Release  

(Rs. in lakhs) 

Utilization 

(Rs. in lakhs) 

Target (No. 

of houses) 

Houses constructed / 

completed 

2002—03 165640.00 162852.86 279496.46 13.141akh 15.49lakh 

2003—04 187050.00 187107.78 258009.69 14.84lakh 13.61lakh 

2004—05 246067.00 288310.02 326208.64 15.62lakh 15.21lakh 

2005—06 273240.00 273822.58 365409.05 14.411akh 15.52lakh 

2006—07 290753.00 290753.06 425342.45 15.33lakh 14.98lakh 

2007—08 403270.00 388237.01 546454.30 21.27lakh 19.92lakh 

2008—09 564577.00 879579.39 834834.33 21.27lakh 21.34lakh 

2009—10 849470.00 863573.99 1329236.40 40.52lakh 33.861akh 

2010—11 1005370.00 1013945.40 1346572.75 29.081akh 27.15lakh 

2011-12 949120.00 986477.80 1292632.74 27.26lakh 24.711akh 

Source: Ministry of Rural Development, Annual Report 2012-13 

If we analyze the data available regarding financial performance of the scheme as well as physical 

achievements we can see the positive trend in utilization of fund and also construction of houses. It is clear 

from the table that the release of fund from central government has gone up every financial year because of 

effective utilization of fund. Though there is a very positive picture in terms of fund utilization as well as 

physical achievements, still there is huge gap between demand and supply which needs to be taken care of. We 

also have to keep in mind that providing support for construction of houses cannot address the housing 

problem; it should be accompanied by other basic amenities like sanitation and drinking water to ensure 

healthy lives in rural India. 

 

SHORTCOMINGS OF IAY 

The shortcomings and lapses in the implementation of the IAY are as follows: 

 Transparent and fair selection of the beneficiaries is an important aspect for successful 

implementation of the IAY. The selection process was however not undertaken in accordance with 

the prescribed norms everywhere.  

 Assessment of the housing shortages was not undertaken in 14 states and as a result ineligible 

beneficiaries were selected. In some states, beneficiaries were also selected more than once due to 

non-preparation of inventory leading to irregular financial assistance. In contravention of the scheme 

norms, allotment of dwelling unit in the name of female member of the household was not preferred 

in six states. 

 Timely completion and quality aspect of houses was also overlooked during implementation of the 

IAY. The authorities failed to exercise due diligence in the construction activity and houses costing 

Rs. 7.88 crore were constructed by the contractors or departmentally in 12 blocks of eight selected 
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districts of five states/UTs in contravention of the scheme provisions. In 48 selected districts of nine 

states 61,293 houses remained incomplete even after a lapse of more than two years. The required 

quality checks/technical supervisions to ensure quality of houses constructed were largely absent. 

  No perceptible efforts were made by the implementing agencies to assist the IAY beneficiaries to 

upgrade or to construct durable, cost effective and disaster resistant houses in 18 states /UT. 

 In majority of the states, the IAY beneficiaries were deprived of safe drinking water, free 

electricity connection and sanitary latrine due to non- convergence with other schemes as envisaged. 

 The AwaasSoft app could not be made fully functional leading to poor monitoring by the Ministry. 

Poor internal controls and lack of cross-verification had seriously eroded the reliability of the 

programme. 

 SUGGESTIONS FOR IMPROVEMENT 

 Giving Emphasis on the Process of Selection of Beneficiaries 

Selection of actual beneficiaries is the most important criteria for the success of any government scheme or 

programme. There is lot of confusion regarding criteria for BPL in different states. Utmost importance 

should be given on selection of beneficiaries through a transparent system. Hence, criteria for BPL should be 

reviewed time to time whenever required. Gram Sabha should be given prominent role in beneficiary selection in 

a participatory manner. Gram Sabhas should be organized properly for undertaking the selection process. 

Appropriate measures should also be taken for the capacity development of Gram Panchayat functionaries as 

well as dissemination of information regarding Gram Sabha in order to ensure participation of marginalized 

section and process of fair selection. 

Focuses on Volume and Flow in Financial Support 

There is a need for timely revision of the financial assistance provided and financial allocation should also vary 

from state to state in accordance to thesocio economic status, geographical factors etc.Considering the rise of the 

market price of materials required for construction of ‘pucca’ houses needs to be revised time to time. Timely 

disbursement of fund is very much essential to ensure speedy implementation of the scheme. Channelizing fund 

to beneficiaries’ account in a time bound manner (less gap between first and second installment) needs to be taken 

care of. Though there is a provision that a beneficiary can get loan upto certain amount from bank in a subsidized 

interest rate but in most of the cases it is not accessed because of institutional barriers. The process of formalities 

should be made flexible. 

Strengthening Monitoring Mechanism 

As per study, only 3.83% of the houses were with all the facilities such as room, kitchen, store, toilet, smokeless 

‘chullha’, and bathroom. In order to ensure minimum standard there should be a standard model or basic 

guideline for each state. Even states can make district specific standard model to take into account the 

geographical factors for construction. This standard model should be stipulated in the guideline. Proper 

mechanism should be developed by involvement of DRDA and PRIs to ensure that the standard is followed 

strictly. Involvement of beneficiaries for choosing the design appropriate for the family may also be 

incorporated. A procedure can also be adopted to involve agencies that can provide eco-friendly and cost 

effective technologies. Gram Sabha can be actively involved in supervision of house construction. An online 

monitoring system for the implementation of IAY has already been in place since July 2010. But the system 

has not been properly utilized till now. More training and persuasion is needed to the district, block and village 

level administrators of the scheme. 

Due Consideration on Employment Generation 

The scheme should support wage earning and confirm occupational requirement. The scheme also needs to 

generate employment for the beneficiaries in the long run. The Gram Panchayats should generate employment 

for the beneficiaries within the clusters/habitats. The Ministry of Rural Development has carried out amendment 

in Schedule-I at Para 4(1)-II. (iv) of MGNREGA, vide notification dated 3rd January, 2014 that “Unskilled 
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wage component in construction of houses sanctioned under the Indira AwaasYojana or such other state or 

central government scheme” can be covered under MGNREGS in creation of individual assets for vulnerable 

sections (only for households in Paragraph 5 of Schedule-I, MGNREGA). The Ministry also issued a 

guideline in June, 2014 to ensure effective implementation of the provisions laid out in the notification. Needless 

to say, it is a commendable step by the government. But capacity building of concerned functionaries at Block 

and Gram Panchayat level is very much required for uniform understanding of the provisions and its better 

implementation so that the benefit actually reaches out to the poor households. 

RECOMMENDATIONS: 

• Periodical assessment of housing shortages in the states may be done so that the allocation of funds under 

IAY is linked to more realistic and current requirements. 

• Selection of beneficiaries under the IAY should be made transparent by ensuring preparation of 

permanent wait lists in every Gram Panchayat and its regular updation. 

• Updated inventory of houses with the names of beneficiaries must be maintained by all implementing 

agencies. 

• Grievance redressal mechanism should be strengthened by encouraging on line registration of complaints 

and their prompt disposal. Concerned officers should monitor this exercise on quarterly basis and ensure 

that no grievance remains pending beyond a reasonable period. 

• Social Audit can be employed as an effective means to ensure that eligible beneficiaries are being selected 

and good quality houses are constructed for them in time. Engaging reputed ngos in the process may be 

considered for strengthening social audit. 

 Keeping in view the present situations, this financial assistance of Rs. 70,000 is not sufficient for 

constructing a house. This amount of financial assistance must be increased so that the beneficiaries are not 

forced to incur their personal expenditure on the construction of their houses. 

 State level evaluation studies may be encouraged to identify weaknesses in implementation of the IAY. 

 Enhancement of assistance under the IAY,  

 Rectification of the BPL list,  

 Transparency in selection of beneficiaries,  

 Convergence of scheme and strong monitoring and supervision 

Impact of IAY  

In the present form, IAY is one of the popular schemes of the Ministry of Rural Development. The popularity 

can be attributed to the fact that the scheme enables beneficiaries to participate & involve themselves in 

construction of their houses. The role of the State Government is limited to releases and to facilitating use of 

appropriate technology. In spite of criticism from certain quarters about IAY being a full subsidy scheme, 

experience reveals that houses get completed more or less on time which may not have been the case if credit 

was part of the assistance. Not surprisingly, evaluation studies reveal high levels of occupancy and 

satisfaction. 

Widening Scope: The Road Ahead 

The scope of IAY is limited to providing grant as per budget allocation. There is need to address concerns of rural 

housing for all and to expand its scope to include sustainable habitat development. Empirical evidences show that 

better rural housing always has a positive correlation with creation of wealth and raises productivity in the rural 

sector in particular and hence augments social welfare too. Hence, there is a need of widening scope of the 

scheme by providing basic amenities such as water, sanitation, electricity, clean fuel, healthcare, education as 

well as creating gainful employment through the convergence of IAY through the other schemes being 

implemented by the government. 

There was a felt need of addressing concerns of rural housing for all and to expand the scope of IAY to include 

sustainable habitat development. Ministry of Rural Development has already initiated several measures to 

solve the problems of rural housing, such as Vision Plan for Rural Housing, The National Rural Housing and 
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Habitat Mission to ensure the provision of adequate, affordable safe basic housing, services and habitat for all the 

poorest, and vulnerable BPL households in rural India by 2018, and Draft “National Rural Housing & Habitat 

Policy”. Now, the need of the hour is the immediate approval, adaptation and application of these policies, 

mission and vision to every corners of the country. There is also an urgent need for dissemination of these 

documents to all the stakeholders. 

Present government is planning to launch National Gramin Awaas Mission (GRAM) aiming to achieve the 

goal of pucca houses for all' by 75 years of the nation's independence, a time of just eight years to 2022. It 

would help focus attention on 'improving living conditions’ rather than just offering shelter, with sufficient 

thought to inter-related considerations of basic amenities. Fixed end goal in terms of time and numbers 

(quantities) can be achieved, with planned cost reduction measures, increased efficiency in fund flow and 

utilisation. Effective decision making becomes possible if the agency is empowered and there exists a robust 

mechanism for regular monitoring 

The emphasis of rural housing should be more and more on inclusiveness and on quality improvement. 

When a poor man owns a house, it helps in giving him a self-identity. Housing sector has positive impact on 

overall standard of living of the rural people. There is also serious need to build a market based inclusive and 

sustainable housing finance system. The provision of shelter and hence the roof to every rural poor has been 

and will continue to be a major component of the poverty alleviation measures of the Government in times 

to come. Consequently the Ministry of Rural Development has hiked its target to double the construction of 

houses for the rural poor from 60 lakh to 1.20 crore housing units during the Period of 2009-2013. 
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