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PREFACE 
 

I am Raka, currently pursuing Post Graduate Program in Management from Indian 

Institute of Management, Lucknow. Rakshak foundation’s unique proposition of 

studying the government policies has attracted me to join their internship 

program. Here I had the opportunity to study sections of the society with untapped 

need and the government is the only possible entity to fulfil that need. While 

working on this project my perception of how the government functions has 

completely changed. The agility, openness and autonomy I have witnessed in 

MPRRDA is remarkable and I am thankful to Rakshak foundation to provide me the 

opportunity.  
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Executive Summary 

This project is aimed to analyse the qualitative and quantitative impact of a State 

Government initiated program dedicated to rural poor. The Chief Minister Rural 

Housing Mission, Madhya Pradesh facilitates to construct approximately 1.5 lakh 

homes yearly in the state from 2011. As government subsidy and beneficiary 

repayment is equally important ensuring repayment from the beneficiaries 

determine the future and successful running of the scheme. On research both 

qualitative and quantitative impacts were found which can help determine the 

course of the project in future.  

The methodology consisted of literature survey, field visits (interaction with the 

field functionaries, project officers, beneficiaries) and one survey on the 

beneficiaries.  

Some of the insights from the project are 

 Beneficiaries’ are communicated the pros and cons of a bank loan very well 

and they understand the repercussions of non- repayment. Adding to that 

payment of interest and fear losing of their own asset (the home they have 

built) ensures regular payment of EMIs.  

 The technical guidance provided by ADEO and sub-engineers is one of the 

primary reasons that people are willing to build a house of their own with 

the assistance from the government in the form of subsidized loan. 

 Most of the people invest a significant amount of money in the house, apart 

from the loan they get. It can be clearly understood from their words that 

fund is not the main constraint rather problems of material procurement, 

guidance always remain. This scheme acts as a motivation for them, to build 

a better, permanent home amidst all the hardships of daily life.  

 Due to regular follow up and monitoring by government officials the 

percent of NPA among these housing loans are remarkably less (less than 

5%). If state government agrees banks can disburse more loans since it’s 

already a rolling process.  

 To meet the huge demand-supply gap, government may decrease the 

subsidy portion or increase the number of loans by a small percentage. The 

current provision of houses implies the program has to run 38 years. When 

the scheme runs a certain portion of the allotted fund goes into 

administrative expenses. Decrease in lifetime of the scheme means lesser 

administrative expenditure. The equivalent amount can be used for 

increased number of housing loans. 
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1. Introduction 
 

1.1 Background Information 
 

Habitat is one of the three fundamental requirements for a living being and is 
universally recognized as next only to food and clothing. The Indian government’s 
endeavour has been to provide a concrete home for every citizen following every 
person’s a right to shelter as per the Indian constitution. In a populous country like 
India where 70% of the population continue to live in rural areas provision of 
concrete/ permanent houses has been a challenge for the government due to 
factors like lack of credit facility, technical assistance, unavailability of required 
materials, cheap technology etc. But investment in housing accelerates the pace of 
development and has a high multiplier effect on income and employment. 

Provision of a house to live is not just the mere provision of four walls and a roof 
but is intermingled with several other basic services such as water, sanitation, 
clean fuel, electricity etc. All of these in turn can be attributed to dignified living, 
building of self-respect, personal growth, increased productivity and social well-
being of the people. Since the government alone cannot play the role of initiator, 
enabler and facilitator continual assistance and coordination from all stakeholders 
is necessary for the making such initiatives successful. Long term feasibility of 
habitat development projects can be ensured by convergence of different rural 
development schemes and joint efforts of all the stakeholders. During 
implementation sustainable, inclusive houses has to be constructed to ensure 
balanced utilization of available resources for all sections of the society including 
the identified vulnerable sections. Due to varied demography appropriate 
technology need to be made available to meet the concerns of affordability and 
quality.  

The biggest concern in rural housing is lack of formal credit facility and low levels 
of income, which is increased by seasonality of earnings (due to dependency on 
agriculture). The dearth of awareness and education make the rural people 
vulnerable towards financial exploitation in any matter. The demand of housing 
can be met by expanding Government support, promoting community 
participation, including self-help groups and public-private partnership within the 
framework of Panchayat Raj institutions (PRI).  

A pucca or permanent house is the one where cement has been used in both roof 
and wall construction whereas in a kutcha or temporary house the same has not 
been used in either of the roof or wall. Lying somewhere in between in a semi-
kutcha house either of the wall or roof is made of cement. The agenda behind rural 
housing missions is to facilitate/ provide permanent habitats for the people who 
need them, yet lack the resources to build one.  The BPL survey of 2002-03 
identified 3.2 million families who were either without shelter or were dwelling in 
Kuchha or semi-pakka houses in Madhya Pradesh.  Given the rate of allocation by 
GOI it might take more than a decade to fulfill the gap. It does not take into account 
new families that have got added in the meanwhile.  In addition, it is seen that even 
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under IAY the limited investment results in the building of structures that cannot 
be termed as adequate by present day living standards. The beneficiary is in fact 
compelled to compromise either with low quality material and workmanship or 
size or both. As per 2011 census data 61 lakh Kutcha  and semi- Pucca with has 
been us houses are being used for (houses where cement has not been used as a 
raw material) residential purposes. The Chief Minister Rural Housing Mission has 
been initiated in the year 2011 to meet the demand supply gap of 
permanent/concrete houses in the rural regions of Madhya Pradesh. 

   

Year 2011-12 2012-13 2013-14 Total 

Annual target 26190 149965 200554 376709 

Loan cases 
submitted to 
banks 

105554 184978 314367 604899 

Loan cases 
sanctioned by 
banks 

38996 152199 206860 398055 

Loan disbursed to 
beneficiaries  

18331 104722 180639 303692 

Percentage of 
loans sanctioned 
w.r.t target 

148.897% 101.490% 103.144% 105.666% 

Percentage of 
disbursement 
w.r.t target 

69.99% 69.83% 90.07% 80.62% 

Submission to 
target ratio 4.0303 1.2335 1.5675 1.6057 

Fig: Cumulative Performance of CMRHM from 2011 
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1.2 Main Problems, their scope and impact on the society 

 

I. Repayment from beneficiaries- The primary concern for the rural 
housing mission is repayment from the beneficiaries’ side. The banks get 
the subsidy part (in the form of EMI) from the state government as per their 
claim. Non-payment by the beneficiary builds up the interest and cyclically 
increases the burden of credit. The reason of irregular repayment is 
dependency on agriculture which causes the seasonality and poverty. The 
beneficiaries are communicated the repercussions of non-repayment 
thoroughly, and they do not repay out of willingness or belief so as long as 
the willingness exists, repayment for the advance by banks can be ensured.  

II. Capacity building of the beneficiaries for continual repayment- 
Dependency on the agricultural sector is one of the main reasons of low 
income levels and seasonality of earning of rural people. The construction 
of a concrete house definitely improves standard of living and sanitation 
but it is difficult to link it to any economic betterment in the short run. In 
small income families if part of the house can be used for a kirana shop,  

III. Co-operation from the financial institutions - Earlier the government 
had written off some agriculture loans causing NPAs to banks. This populist 
propagandas have decreased the credibility of the government and rural 
people in the banks. The banks are in constant fear of NPA and sanction 
loans only after strict investigation. The combined effect of this leads to 
harassment of the villagers and delay in processing and disbursement. 

a. On the other hand the bankers are already over-burdened with 
targets and facing a serious scarcity of man-power. The paper work a 
bank personnel has to do for a one lakh loan and a one Crore loan is 
effectively same but the processing fee varies widely due to variation 
of principal. In the government directive or priority lending cases 
like CMRHM, the bank do not earn any processing fee. As per the 
experience of last three years, most banks have enthusiastically 
introduced the scheme and added it to their agenda. The District 
Central co-operative banks removed the target limit of cases per 
branch and had directed the branches to sanction as many cases as 
possible. Bank of Maharashtra has fixed the rate of interest at base 
rate (instead of keeping at base rate+0.25% like most other banks).  
This can explain the prioritization of loan cases done by banks and 
necessitates to maintain a good relationship and communication 
between government machineries (PRIs) and banks. 

 
IV. Assistance of the Panchayat Raj Institutions- At every level of 

implementation, e.g- village, Janpad and district the Panchayat officials are 
involved in implementation of the rural housing scheme and act as a 
standing pillar.  CEO district Panchayat, CEO Janpad Panchayat supervises 
the target achievement, co-ordinating with banks, monitoring of the 
number of loans disbursed, actual assets being created etc. Degree of co-
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ordination received from them throughout the year can cause huge 
variation in performance of the respective territory. 

a. Issuance of patta- Till date MPRRHA, the nodal agency has received 
562814 loan applications, out of which only 11% people already had 
a land ownership document locally called “patta”. Since land 
acquisition is not accepted under this scheme, possession of the 
“patta” is a mandate for acceptance of the application and sanction of 
the loan. In the rural areas, majority of the land is inherited and stays 
with the family for a long time. The percentage of such people being 
so high, the officials help in distribution of “patta” with co-ordination 
from the village Panchayat. Around 18% of the applicants have 
received new patta with the help of the officials. 48% of the 
applicants were assigned the land owner certificate. Still 23% of the 
applicants do not have any sort of ownership document. With these 
it can be said that more efficiency in distribution will fasten up loan 
processing. The only person entitled to grant a patta is the tehsildar 
who’s a revenue officer at the district level. For one tehsildar there 
are hundreds of applications lined up, this makes him vulnerable to 
practice corruption as the applicants try to incentivize him/her to 
accelerate the process of granting of patta. 

 
 Fig: Organizational chart of nodal agency and associated PRIs  
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II. Lack of awareness among the target group- In rural areas banks are 
usually situated far away from the villages. The coverage area of a branch 
used to be 10 kilometres (before liberalization). If the bank employees are 
not adept and fast in doing the procedure the villagers stop visiting the 
branch even after being deserving borrower.  
Many of the people eager to construct houses under the scheme do not 
match all the criteria of being accepted as a beneficiary. The person getting 
a loan under this scheme must match the following criteria 

 A resident of rural area. 
 He/she must not own any permanent house anywhere 
 The person should not own more than 1 hectare 
     Agricultural land 
 Maximum annual family income should not be more than 
     Rs. 2 lakh  
 The person must possesses the “Patta” or “Gram Main 
Aabadi Ke Bhu Khand Dharak Ka Praman Patra” or be 
entitled to get one allotted before completion of the loan sanction 
process or a plot at his own agricultural land. 

 
Instead of successive communication by the ADO and the village Panchayat 
there is a gap in understanding the importance of conditions and need to 
meet them. Approximately 33% of the initial applications are rejected at the 
bank after preliminary verification. Judging the repaying capacity of a 
potential borrower and decision of lending are completely at the discretion 
of the bank involved. For this the Janpad Panchayat sends 1.5 times the 
applications than the yearly target of the branch. On the other hand the 
applicants prepare to construct their houses and if their application is 
rejected a deep sense of dissatisfaction grows in them.   

III. Technical guidance during construction- There are few selected plans 
made by sub engineers for a house to be constructed on 225 sq. meter 
(minimum area required to build a house under the scheme) which is pre-
approved. In actual cases the area used for building the house is much more 
than 225 sq. meter and the desired layout also changes from person to 
person. But a different plan is not accepted at the bank if it’s not approved 
by the sub-engineer. There’s only one sub-engineer at Janpad level who has 
to oversee multiple schemes in approximately 50 villages (on average). 
Getting approval at times become impossible and the application gets stuck 
at the bank.  

IV. Scarcity of manpower- Due to lack of data entry operators a huge portion 
of the MIS system and web portal is not being utilized properly. This 
unnecessarily delays the processes and decreases efficiency. For example 
the banks are supposed to receive all the periodic updates directly from the 
website which actually do not happen because requisite amount of data 
cannot be collected and uploaded on the website. On the other hand many 
of the houses under construction are lagging in progress due to lack of 
technical supervision. The state has only one fourth of the adequate number 
of sub-engineers who has to oversee multiple number of projects at the 
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same time. This not only creates a bottle neck but also causes serious 
degradation of the asset being created leading to misuse of the funds 
intended for house construction.      
 

1.3 Goals and Objectives 

The primary goal of the research work is to understand the tangible and 
intangible impact of a government introduced scheme. This understanding 
will give an idea of the perception of different stakeholders which in turn 
will decide the future course of action for the nodal agency i.e. MPRRDA. 
While studying impact of the scheme an attempt has been made to find out 
salient problems faced at different levels and suggest changes accordingly.  

This analysis will be helpful for policy makers for necessary structural 
changes in future, if government wants to decrease stake or make the 
scheme independent. 

For the nodal agency (MPRRDA in this case) they can increase participation 
of stakeholders in the future where insights of this project will be useful. 

A strong and well written communication policy can be created for the 
participating banks and other states can implement similarly, if required. 
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2. Methodology 
 

2.1 Literature Search 
 
Several research papers and journal proceedings have been referred to get 
a thorough understanding and theoretical perspective of different aspects 
related to the project.  The literature referred to can be broadly classified 
into the following category 
 Status and importance of financial inclusion in India and its priority to 

financial institutions 
 Impact analysis of, framework for developmental projects   
 Microfinance for housing 
 Banking structure in India 
 Livelihood missions aimed at rural people 
 

2.2 Field Visits 
During the course of internship five field visits in five different districts 
have been made across the state of Madhya Pradesh, each of which has 
resulted in a set of unique insights. All of the field visits have been enriched 
with interaction with the beneficiaries, bank personnel, nodal officers of 
housing project and Panchayat officials.   

2.3 Survey 
A survey has been done on the beneficiaries, with a sample size of 38. The 
survey is primarily a qualitative one, to understand the perception of the 
beneficiaries, their relationship with bankers as well as with the 
implementing officers. Following are some of the points covered by the 
survey 
 Amount self-investment during the house construction 
 Whether the beneficiary is a first time borrower or not 
 Problems faced by them at different levels 
 Issuance of land ownership document 

To capture the following factors (and others) 
1. Quantification of money flow into the rural economy through CM 

Hosing scheme 
2. Whether the scheme acts as an introduction to the formal credit 

system for the rural beneficiaries  
3. Only one person is entrusted with the land ownership document 

or “Patta”. Inefficiency of this person can cause a bottleneck in 
the whole process hence he/she must be monitored.  
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2.4 Meetings and Interviews 
2.4.1  Meetings with Mentor  

First 
meeting 

Expectations from the interns  
Deliverables to the mentor 
Overview of the activities of MP RRHA department 
Suggestions on the project areas to the Interns 

Second 
meeting 

Perception of the beneficiaries’ regarding repayment, status 
of NPA for housing loans in Hosangabad district 
Individual idea of the most important factor of this housing 
scheme 
Problems faced by the beneficiary, bankers, government 
officials in different circumstances 

Third 
meeting 

Progress of work in rural areas of Bhopal district 
If minor modifications is possible in the stage wise loan 
disbursement 
Onetime payment of loan instead of EMIs- will that be 
feasible  

Fourth 
meeting 

The role of motivation and inspiration from the officials in 
house building  
Whether deserving people are receiving the loan and 
issuance of income certificate is just or not 

Fifth 
meeting 

Status of Non-Performing Assets in Sagar district, causes of 
relatively higher percentage of NPA 

Income group of the beneficiaries and causes of non-
repayment due to lower income  

Sixth 
meeting 

Performance of the state district-wise , districts with more 
than cent percent achievement, those with lesser percentage 
achievement 
Probable causes of variation in performance, types of 
variation, role of human factors, support from PRIs, banks, 
socio-economic status of people  

Seventh 
meeting 

Finalization of report and the brochure for Chief Mister Rural 
Housing Mission  

 
2.4.2 Meeting with other people 

Date Name Designation  Institution Topic of 
Discussion 

11.04.2014 
(and 
weekly 
once after 
this) 

Ravi Kant 
Goantiya  

Chief General 
Manager, 
Housing 

MPRRHA Possible 
avenues to 
work on 

11.04.2014 Prashant 
Kelapure 

Project 
Manager, 
Housing 

MPRRHA Details of 
CMRHM 
scheme 
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19.04.2014 Hari Om 
Soni 

ADEO Janpad 
Panchayat, 
Lambakhed
a, Bhopal 
district  

Target setting 
at district level, 
village specific 
problems 

19.04.2014 Mr Jagdish 
Raghuban
shi 

Branch 
manager, 
Nimsadiya 
branch 

MP Chetriya 
Grameen 
Bank, 

Different 
problems faced 
by bank 
personnel in 
loan 
processing, 
monitoring 
and repayment  

30.04.2014 Mr S 
Awasthi 

ADEO Janpad 
Panchayat, 
Bairasia, 
Bhopal 
district  

Problems faced 
in 
implementatio
n 

30.04.2014 Mr A Khan Branch 
manager, 
Lambakheda 
branch 

Bank of 
Baroda 

Details of loan 
processing and 
documentation
, unofficial 
measures 
taken to 
ensure 
repayment 

13.05.2014 Mr. D C 
Jain 

Assistant 
Project 
Officer 

Sagar 
district 

Status of NPA 
in Sagar 
district, causes 
of NPA, follow 
up process, 
definition of 
NPA, service of 
notice, 
documentation 
by a 
beneficiary 

28.05.2014 Mr. 
Sudhakar 
Sethia 

Deputy 
Manager 

Central 
Madhya 
Pradesh 
Chetriya 
Grameen 
bank 

Discussion on 
individual 
cases, NPA 
cases, common 
problems faced 
by 
beneficiaries in 
house 
construction  

 
Please refer Appendix A for details* 
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3. Current Government Efforts 

To meet the demand of permanent houses and provide sustainable habitat 
to the rural population several states, like- Madhya Pradesh, Tamilnadu, 
Andhra Pradesh, Rajasthan, Sikkim have introduced their own housing 
missions. The central government already had Indira Awas Yojana which 
provided homes to SC/ST on government procured land since 1990s. The 
rural housing model in Madhya Pradesh is as follows 
 

3.1 The Nodal Agency 
Madhya Pradesh Rural Road and Housing Authority (MPRRHA). MPRRHA 
had been declared as a nodal agency to establish Chief Minister Rural 
Housing Mission and was made responsible of implementation of a housing 
scheme for the rural poor. MPRRHA is an Authority under the State of 
Madhya Pradesh in its Department of Panchayat, Rural Development and 
Social Justice. 
 

3.2 Stakeholders  
The primary stakeholders in this initiative are, the Nodal Agency (i.e. 
MPRRHA) and Financial Institutions (i.e. banks) [who have executed 
Memorandum of Understandings (MoUs) with the Nodal Agency] as well as 
the Beneficiaries. Additionally, the three tier Panchayat Raj Institutions 
working in rural India help in execution of the Mission by bridging between 
the State Government, Financial Institutions and the beneficiaries. 
 

 
Fig: Stakeholders of CMRHM 
 

3.3 Implementation Strategy 
          There is an existing demand for permanent houses which implies 
presence of the strong pull from the recipients’ end of the chain. Initially the 
nodal agency have rigorously publicized the scheme in the target areas to 
create awareness. Broadly it can be said that a “push-pull” strategy has been 

Financial 
institutions, bank

Beneficiries i.e. 
villagers 

Panchayat Raj 
Institutions

Nodal agency- MP 
Rural road and 

Housing Authority
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followed. The nodal agency has proactively communicated the message to 
the intended recipients’ i.e. rural poor (who do not own a permanent house 
but is willing to) and now the target group is coming forward to utilize the 
scheme. This can be substantiated by the 3 lakh applications received for 
housing every year.   

 Institutional participation- The existing institutions like MPRRDA, PRIs 
and banks had been involved who already had significant experience and 
expertise in the field of rural development. MPRRDA which has been 
implementing PMGSY in the state of MP since 2000 have an established 
network of resources in all the divisions and Janpad. The participating 
financial institutions have a prominent presence in the rural regions of 
Madhya Pradesh and the officials are acquainted with the socio-economic 
scenario. The Panchayat Raj Institutions present in Panchayat, Janpad and 
District level have the expertise in implementing multiple developmental 
welfare schemes introduced by State and Central government. 

 Sustainable financing- Instead of making the government liable to bear all 
expenses of the scheme, the government is facilitating them to build an 
asset. The cyclical nature of funds being pulled into the rural economy and 
the repayment implies the sustainability of the financing of the scheme.   

 Beneficiary (stakeholder) ownership- The recipient of the scheme is 
building an asset that will be beneficial for him, a willful full-fledged 
participation can be ensured.  

 Accountability of the beneficiary- Participation is the most effective way 
of creating accountability. As the beneficiary is actively present throughout 
the process, the level of awareness increases with time.  

 The focus on quality- In the existing rural housing schemes like Indira 
Awas the houses being built were not up to the bare minimum standard. 
Here the beneficiary will procure materials at best of his capacity and try to 
optimize the resources at hand.   

 Capacity development- Capacity development of both the masons, artisans 
and beneficiaries to optimize the facilities and create a sustainable habitat 
for himself has been taken care of. 

 Disseminating practices of formal credit facilities- Through the scheme 
the beneficiaries are being introduced to banking system. Majority of the 
beneficiaries have been observed to be first time borrowers.  
 

3.4 Criteria for selection of beneficiary 
The rural poor, irrespective of belonging to Above Poverty Level (APL) or 
Below Poverty Level (BPL) is a target group of the Scheme. To ensure 
selection of the deserving beneficiaries every application undergoes a short 
but thorough processing. For a person to be benefitted under the scheme, 
he/she must satisfy the following criteria  
 The person must be a resident of rural area. 
 He/she must not own any permanent house any where 
 The person should not own more than 1 hectare 
     Agricultural land 
 Maximum annual family income should not be more than 
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     Rs. 2 lakh  
 The person must possesses the land ownership document. Patta or 

Gram Main Aabadi Ke Bhu Khand Dharak Ka Praman Patra or be 
entitled to get one allotted before completion of the loan sanction 
process or a plot at his own agricultural land. 

3.5  Selection of beneficiary 

At the beginning of every financial year the willing villagers submit 
applications to the village Panchayat. The applications so collected are 
examined and listed by a three-member, Panchayat-Level Committee, 
consisting of the Panchayat Co-ordination Officer, Patwari and Panchayat 
Secretary. The committee decides the rightful entitlement matching the 
eligibility criteria. Thereafter, the selected applications are listed in 
prescribed format and it is, along with applications, sent to Gram-Sabha for 
prioritization. At Gram-Sabha, in the presence of representatives from every 
section, priorities of enlisted applicants are decided and prioritization list of 
applicants is prepared and the same is sent to the concerned Janpad 
Panchayat for further processing. 
 

3.6  Land ownership document (PATTA and GRAM MAIN AABADI KE BHU 
KHAND DHARAK KA  PRAMAN PATRA)  
In villages, people live on inherited land for multiple generations but at 
times possess no official document in respect of ownership of plot of land. 
Thereby, the villagers become bare-handed to get home loan form the 
Financial Institutions for construction of their homes, although they are 
inherited owner of plots of land in Abadi area of the village. In order to 
remedy it the State Government, in the year 2011, decided to issue Gram 
Main Aabadi Ke Bhu Khand Dharak Ka Praman Patras in favour of such 
villagers so that the same may be used as title-deeds for equitable 
mortgage in Financial Institutions to barrow home loans from them. 
[Detailed procedure for to issue Gram Main Aabadi Ke Bhu Khand 
Dharak Ka Praman Patra is being enclosed as annexure]. Moreover, in 
villages where Government land is available, as per the provisions of the 
M.P. Land Revenue Court the same may be declared as Abadi land and plots 
for construction of houses in it may be allotted, to the needy poor villagers, 
by the Gram Panchayat.    

3.7 APPLICATION PROCESSING  
    At the basis of Gram-sabha a prioritized list of home loan applications are 
prepared by the Assistant Development extension Officer (ADEO). Required 
documents are necessarily enclosed with them. There after the completed 
applications along with the check lists (please refer to annexure) are 
submitted in the Janpad Panchayat. The applications are further scrutinized 
by the CEO Janpad Panchayat. These applications are submitted to the 
nearest bank branches for sanction and disbursement of home loans.  
 

3.8 COVERAGE AREA OF THE SCHEME  
The mission is being implemented in all 51 districts of the State except the 
Bahya Najul Areas.  
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3.8.1   Target setting and its Communication: At the beginning of each 
financial year the total number of home loan cases to be sanctioned are 
decided, primarily based on the factors as mentioned herein under : 
 Number of bank branches available in the State for disbursement of 

home loan pertaining to the banks on board with the Mission.  
 Maximum number of home loan cases a branch can sanction and 

disburse in a financial year considering its human resources and 
coverage area. 

 Field functionary and supporting staff available to MPRRHA.  
 Allocation of funds and year wise maximum plain sealing for the 

Mission by the State Planning Commission for repayment of EMIs in 
respect of loan barrowed from the banks for release of Government 
subsidy to the beneficiaries.  

Once target for the state is decided the same is distributed to the districts in 
proportion of their rural population at pro-rata basis. Furthermore, a yearly 
target is set for each of the banks on board with the Mission, depending 
upon its number of rural and semi urban branches available in the districts. 
Simultaneously, targets allocated to the districts are rationalized 
accordingly. The number of houses per bank branch is determined as 
mentioned herein under. 
 For instance, 2 lakh home loans are to be disbursed in the financial 
year 2014 in the State. Rural population of the State is 525 lakh, a ratio of 
home loans to be disbursed in the year and rural population of the State is 
determined and the same comes out to be 0.00380. On the other hand, as 
about 3080 rural and semi urban bank branches are on board with the 
Mission, on an average every bank branch is supposed to disburse home 
loans in about 65 cases. Now, in order to find out district-wise targets, this 
ratio is multiplied with the rural population of that district. As for example, 
if the present rural population of Bhopal district is 3, 60,792 at least 1298 
home loans will be disbursed in the districts during the financial year. All 
the same as there are 36 bank branches in its rural and semi urban area of 
the district, it has maximum capacity to disbursed 2340 home loan cases 
(36*65). Thereby, we may slightly increase the aforesaid district target and 
it may be enhanced up to 2160 so that every bank branch may disburse at 
least in 60 cases per year. At in all, targets for districts depend upon 
following parameters:- 

(i)  rural population of the district 
(ii)  number of banks’ branches available 

(iii) Sub-urban areas- districts with higher percentage of sub-urban area 
will have lower rural areas, the targets will be 
      Apportioned accordingly  
 

3.9 FINANCING  
As per present market rates of material and labor cost of construction of a 
house with plinth area approximately 225 sq. feet comes out to be Rs. 
1,20,000/-.  
In view of the above said following model has been accepted in the mission.  
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1) Estimated cost of dwelling unit will be Rs. 1, 20,000/- only. 
Out of this 1, 20,000/- beneficiary’s contribution will be 
20,000/- and remaining amount of Rs 1, 00,000/- will be a 
loan disbursed by bank. Out of this 50,000/- along with its 
interest, will be repaid by State Government in EMIs. 

2) Selected beneficiary will be sanctioned and disbursed a loan 
of minimum Rs 50,000/- by the bank. Besides, if beneficiary 
demands, an additional loan amount up to the maximum limit 
of Rs 30,000/- only may, after assessment of beneficiary’s 
repaying capacity, be sanctioned by the bank. However, the 
government has to play no role in aforementioned additional 
loan sanction and the government subsidy to the beneficiary 
will be limited only up to Rs. 50,000/- in each and every case.   

3.9.1  Loan Amount: As of now, loan amount in the Mission is Rs. 1, 00,000/- 
Half of the loan amount is a subsidy provided by the state government 
and rest half is to be repaid by the beneficiary.  

 
3.9.2  Participating financial institutions: When the scheme was initiated in 

2011 MPRRHA executed Memorandum of Understanding (MoU’s) with 
various banks having prominent presence in rural Madhya Pradesh. 
Detail and classification of banks on board with the Mission are  

Nationalized 
Banks 

Regional Rural Banks (RRBs) District Central Co-
operatives Banks (DCCBs) 

Central Bank of 
India 

Central Madhya Pradesh 
Grameen Bank 

District Co-operative Bank 
Marya 

State Bank of India Madhyanchal Grameen Bank 
District Co-operative Bank 
Bidisha 

Bank of India Narmada Jhabua Grameen Bank 
District Co-operative Bank 
Sehore 

Bank of Baroda 

 

District Co-operative Bank 
Indore 

Union Bank of India 
District Co-operative Bank 
Ratlam 

Syndicate Bank 

 

District Co-operative Bank 
Mandasaur 

Bank of Maharastra 

 Oriental Bank of 
Commerce 

Punjab National 
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Bank 

Allahabad Bank 

 
3.9.3 Documentation and processing of Home loan cases : The bank has its 

own procedure of checking the repaying capability of a potential 
beneficiary and before sanction of the loan documents may be verified 
by the bank-branches Detail of various documents enclosed with home 
loan case are as under mentioned:   

 Annual income certificate issued by the Tehsildar. 
 Gram main “Bhukhand Dharak ka Praman Patra” or “Patta” i.e. the land 

ownership document 
 Domicile certificate 
 Identity proof of loaner 
 CMRHM home loan application form as sent by the Janpad Panchayat 
 Sanction document prepared by the bank 
 Letter of acknowledgement of debt 
 Affidavit from competent authority mentioning name, caste, address, 

repayment amount, duration of loan etc. 
 Photos of stage wise completed house and application for the next 

installment 
3.9.4 Equitable mortgage: The title deed of the plot of land is used in 

equitable mortgage for the loan. Equitable mortgage is executed in the 
notified bank branch and the same is made public by its registration in 
the District Registrar office or sub Registrar office. 

3.10 Disbursement of loan  
To avoid misappropriation of funds all the disbursement is done directly to 
the beneficiary’s account. The total amount of loan is disbursed in three 
installments. Before every disbursement the banker ensures requisite 
construction work has been done and the government officers, after 
completion of each stage of house by the beneficiary State construction to 
the Missions web-portal using PDA device, enabled with GPS and GPRS 
technology. In turn, Branch Manager, at the basis of stage construction 
photograph, release installment in the bank loan account of beneficiary as 
per following order:-  
At the beginning the beneficiary using his/her own resources digs 
foundation accounting to layout of the house. 
 

S.No 
Detail of construction stage to be completed 

using the installment. 
Installment 

Amount (%) to be released 

out of Rs. 100000  

1. For completion of Plinth, foundation and 

walls after foundation is dug/excavated 

1st  50% 
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2. For completion of roof, doors and windows 

lintel level 

2nd   40% 

3. For completion 3rd  10% 

Table: Progress required for disbursement of installment 
 
 
 
 
 
 
 
 
 
 
Fig: showing stage I of construction: Foundation has been dug. 

 
 
Fig : Showing Stag-II of construction : Foundation, plinth and walls have 
been completed. 
 
 
 
 
 
 
 
      
 
 
 
 Fig : Showing Stag-III of construction 
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3.11 Technical  specification  
3.11.1 Plinth Area : 

For construction of permanent houses in the Mission, 81 standard design 
options had been prepared and the same were circulated to the districts. As 
per standard options, plinth area of a house should be 225 to 250 sq. feet 
with a minimum of 225 sq. feet that includes one (at least) bedroom, 
kitchen, toilet and verandah. Most of the design options possess future 
extendibility. A few banks offer another loan, for future extension of house, 
based on the repaying capability of the loaner. 

3.11.2 Designs and Layouts  
There are 81 design options provided along with the respective detailed 
layout. Each of them essentially has the one bedroom, kitchen, toilet and 
verandah. Given the land, capital available for house construction and 
preference of the beneficiary one of the designs is chosen and Sub-Engineer 
assists the beneficiary in all sorts of related technical matters. As per 
requirement and capacity the plan can be modified and new provisions can 
be added. However, it needs prior approval of the Authority to construct a 
house as per modified design and layouts. A typical plan of house design 
showing arrangement of various components is being shown as herein 
under.  

 
     
 

3.11.3  Training and Development of human Resources 
Training sessions were arranged to build requisite skills for people involved 
in various parts of the scheme. To support large scale low cost concrete 
house construction in rural areas optimizing the resources available, 10 
masons from each districts of the State, this 500 masons in total were 
imparted training under a 10- day training session called “Capacity Building 

Fig: A typical plan 
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of Artisans and Demonstration of Environment Friendly Cost Effective 
Construction Technologies under Rural Housing Mission”. Four renowned 
agencies, namely Grameen Vikas Trust, Samrat Ashok Technological 
Institute, Institute for Infrastructure and Human Resource 
Development (IIHRD) and Tara Gram were hired to impart training to the 
masons and artisans. The agenda behind the training programs were 
 

 Train the masons in the application of energy efficient, eco-friendly 
building materials & components 

 Promote new low lost alternate technologies usable in the homes 
being constructed 

 Enable the villagers to construct safe and durable buildings. 
 Demonstrate use of the energy efficient, eco-friendly building 

materials & components  
 To measure the rural communities’ acceptance of the new 

technologies  
 To increase demand of the newly introduced technologies under the 

Mission. 
     During the training, one community building was constructed in each 
district using this new technology in every district of MP by the trainee 
masons.  
 
   

 
 
 
 
 
 
 
 
 
 
 

Fig: Community buildings constructed in different districts during the training sessions, 

(from top left clockwise) village Jhilpipriya, district Shivni , village Baidpur, district 

Tikamgarh, village Mundlaram, district Ratlam, Village Kairi, Chattarpur 
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3.12 Sanitation  
Every design possesses provision of toilet attached with the house possible  
Assistance is extended to the beneficiary by converging the funds of Total 
Sanitation Campaign.  
Convergence- Below Poverty Level Beneficiaries may be sanctioned an 
amount of 2200 under the provision of Total Sanitation Campaign or toilets 
are constructed Mahatma Gandhi National Rural Employment Guarantee 
Act with an expenditure of 4200. 
 

3.13 Role of government machinery  
 

3.13.1 Organizational structure of the Nodal Agency 
The Mission is headed by the Chief Executive Officer, MPRRDA with 
assistance of The Chief General Manager (Housing) who is subsequently 
assisted by The General Manager (Housing), The Project Officer, and The 
Task Manager and as Assistant Manager at the headquarters. 
 

3.13.2 Role of Panchayat Raj Institutions 
The three tier Panchayat Raj Institutions rigorously support in 
implementation of the scheme. The CEO Zilla Panchayat and CEO Janpad 
Panchayat are entrusted with monitoring and implementation of the 
Mission. The CEOs of Zilla and Janpad Panchayat, bankers, Nodal Officers of 
Mission work in co-ordination towards achieving the target. In the year 
2013-14 a lot of districts like Alirajpur, Beetul, Dewas, Sheopur, Shivpuri 
have achieved more than hundred percent target.  
 

3.14 REPAYMENT 
Ensuring repayment from the beneficiary is a vital and an indispensable 
part of the scheme. The repayment period starts exactly six months after 
the disbursement of the loan. 
 

3.14.1 Loan Repayment Tenure 
In the Mission three are three repayment of tenure of 10, 12 or 15 years Out 
of it repayment tenure is decided according to the beneficiary’s priority and 
ability to pay monthly installments. As per the RBI guidelines EMI should 
not be more than 60% of the loaner’s monthly income which is strictly 
followed for the beneficiaries of the housing scheme.  

3.14.2 Equated Monthly Installment of the loan 
In the previous structure, a lot of beneficiaries have been repaying EMIs of 
Rs 350/- for the Rs. 30,000/-. Under the revised structure the average EMI 
paid is around Rs 550/- for the loan portion of Rs. 50,000/-.  
 

3.14.3 Convergence of schemes for Repayment 
To ensure repayment of the credit and stable income of the beneficiaries, 
initiatives have been taken to converge the income generating schemes that 
are being implemented by the Rural Development Department. 
   A few schemes are as herein under:-  

 DPIP (District Poverty Initiative Program) 
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 SRLM (State Rural Livelihood Mission) - An initiative by the state 
government to shift employment from primary i.e. agriculture and 
allied sector to secondary (manufacturing) and tertiary (services) 
sectors. 

 NREGA (National Rural Employment Guarantee Act) - Assurance of 
100 days employment to a rural poor family. 

 NRLP (National Rural Livelihood Program) 
 

3.14.4 Irregular repayment 
The moratorium period for housing loans under this scheme is 180 days. 
Owing to seasonality of income and distance from the bank, it has been 
observed that beneficiaries pay 3-4 month EMIs at a time. The bank sends a 
notice to the beneficiary’s stating the dues and a tentative date within 
which the payment is to be made. Similarly notice is issued from the Zilla or 
Janpad Panchayat to the beneficiary to remind of his/her responsibility to 
repay. Before the account is declared a non performing asset (NPA) few 
notices must be issued from the Zilla or Janpad Panchayat, respective bank 
and the same be received by the loaner. 
 

3.14.5 Non repayment 
If the beneficiary is unable to repay after issuance of multiple notices, at the 
end of the financial year the loan account is declared as an NPA.   
 

4. Financing Mechanism  
It has already been mentioned that the Mission is being implemented in the 
state by MPRRHA as a nodal agency. The nodal agency has been authorized 
by the finance department of the state Government for replacement of loans 
borrowed from various banks (on board with the Mission) in respect of 
government subsidy to provide it to the beneficiary. 
For the aforesaid repayment to the banks in terms of EMIs, the nodal agency 
has got a five years’ plan ceiling limit approved from the State Planning 
commission. It was essential in order to obtain adequate funds for 
repayment to the banks. 
Year wise funds allocated by the Finance department to MPRRHA and funds 
utilized out of it for repayment has been shown in annexure. 
 

5. Monitoring and Progress 
4.1 Monitoring 

4.1.1 Online e-Governance Portal 
Through the official website of CMRHM (www.mmgam.gov.nic.in) 
periodically bank-wise and district-wise beneficiaries monitoring and 
updating data is provided to the Authority and the associated banks. The 
website, named i-Ashray (Integrated Automated System for Housing in 
Rural areas Yojana) is an e-governance portal for automation, 
streamlining and effective management of processes related to the 
implementation of the Mission. The photos of stage-wise progress of the 
houses being constructed along with details of beneficiary is periodically 

http://www.mmgam.gov.nic.in/
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updated to assist banks in witnessing the actual progress made and to 
disburse installments accordingly. To promote paperless process all 
relevant data has been uploaded and regularly updated in the website. GPS 
enabled PDAs are distributed among the data entry operators at each 
Janpad for capturing photos of the house, to be uploaded in the website. To 
ensure transparency in the process, at every juncture the beneficiary is 
directly communicated by SMS alerts. 
 
4.1.2 Bankers’ role  
Along with MPRRHA, the bankers play an indispensable role in closely 
monitoring the process and progress of the houses being built. Information 
received by MPRRHA is shared with the three level bankers’ associations. 
The institution at the State level named State Level Bankers’ Committee 
systematically review the number of loans sanctioned, funds being 
disbursed and repayment received, Similarly at district and block levels the 
monitoring is done by District Level Bankers Committee (DLCC) and Block 
Level Bankers Committee (BLBC) respectively.   
 

4.2 Physical progress 
                  The physical progress under the scheme can be measured by 

I.     Creation of asset i.e. number of houses constructed- To date 3 lakh 
one hundred and fifty six housing loans have been disbursed from the 
banks staring from the inception of the scheme in 2011. 

II. Number of loans sanctioned- During the financial year 2013-14, 175239 
loans has been sanctioned by all the branches. 

III. Number of loans disbursed- Percentage of the total amount disbursed 
from bank i.e. installments help to capture the stage of completion of the 
house. 

IV. Achievement of target (in percentage)- Target achievement is measured 
is two ways,  
a) Annual target reached by the bank branches, taken a cumulative of 

each bank 
b) Annual target reached by the districts, taken a cumulative of each 

district 
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6. Results and Discussions 
 

6.1 Findings from the literature 

To understand the importance of rural banking and financial inclusion 

FICCI states that the banking industry is facing a complex challenge to find 
an economically viable solution for financial inclusion which is one of the 
top most priority of the banks for the current decade. The expectations 
from the financial institutions are immense compared to their current 
capabilities for which NBFCs and DFIs are expected to play crucial role on 
the extreme ends of the spectrum. The innovation challenge for them are in 
the domains of infrastructure finance, rural and agricultural finance, SME 
finance, and financial inclusion. Among other things, the government needs 
to accord the highest priority to the development of a deeper wholesale 
debt market. Immediate reforms and modification are needed to enable 
NBFC and DFI to supplement existing banks. According to a IBA–BCG 
survey the level of confidence in finding profitable solutions for financial 
inclusion to be low and conventional banking models may be unviable for 
low processing fee, zero collateral banking business in this segment. The 
need of the hour is to create a banking business model for financial 
inclusion from scratch with its true economic imperatives and full proof it 
from current business to prevent traditional mindset from vitiating it. For 
rural operations an alliance with another entity with prominent rural 
presence can be created or banks can create their own dedicated 
subsidiaries. Throughout the process Government needs to support banks 
with incentives for shared interoperable infrastructure and by reimbursing 
payouts.  
As forecasted by Boston Consulting Group and FICCI, the income group 
right below the middle class, with an income range of Rs 90,000 to Rs 
200,000 per annum will be the largest group of customers to the banks. 
These customers can will be profitably served only with low cost business 
models having low break even ticket size of business. The next decade 
would witness banks experimenting with different low cost business 
models, smaller cost effective branches and new use of technology to serve 
this segment profitably. 
According to Ministry of Rural Development, India the rural livelihood 
projects have shown that investing on representative and self-managed 
institutional platform of the poor yields impressive returns in terms of 
poverty reduction. Through these platforms, the poor can organize their 
demand, leverage resource and support from the public and private sectors 
and increase their capacity to manage and undertake productive 
investments. The platform creates a climate that attracts pro-poor 
investment from banks and private sector, resulting in asset creation of the 
poor. In fact, impact studies show that every hundred rupees received as 
support from the World Bank helped rural poor households leverage up to 
Rs.1,0000/- from commercial banks and other programmes. These 
investments help achieve key human development outcomes like 
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education, health, nutrition for rural poor households and particularly for 
women. 
Social sustainability of any infrastructure project can be captured by 

engaging employees, local communities, clients and the supply chain to 

ensure meeting the needs of current and future populations and 

communities. The concept of social sustainability has various 

interpretations in the industry depending on the stakeholder’s perspective 

and the phase of the project life cycle.  

 
 

6.2 Finding from the fields and impact on the theoretical focus of the project 
6.2.1 Field visits  

Loan repayment- The field visits to the rural areas changed the initial 
idea about the beneficiaries. At the beginning the financial assistance 
seemed to be the only important part and seemed in general villagers 
are unwilling to repay the money. But on interaction with the ground 
level officials and beneficiaries it was found that they are willing to 
repay the loan as early as possible as they don’t want to carry the 
burden of interest (charged) for a long time. 
Asset creation, ownership- Moreover the asset creation and sense of 
ownership they feel after the house is built is a sign of dignified living 
for them. Such small yet significant qualitative factors have changed my 
perception of the scheme or any rural beneficial scheme for that matter. 
Technical assistance- The technical guidance from the engineers and 
architects is scarce in rural regions and that’s one reason for people to 
not build a permanent house. As the beneficiaries get to choose a layout 
and design done by qualified engineers as a part of the scheme and the 
sub-engineers help them during construction of the house.   

6.2.2 From Survey  
Self-contribution- among the 37 beneficiaries surveyed 18 (38%) have 
contributed more than one lakh rupees in construction of the house 
apart from the loan received. Similarly 39% of the beneficiaries invested 
more money than they received as loan and only apart from 4 families, 
89% of the people have contributed more than the estimated 20,000 Rs 
counted in the unit cost.   
Motivation- 39% beneficiaries who have contribute more fund than 
they received claimed, if they were given all the money they would not 
build the house themselves.  This proves the motivational role of the 
government scheme to the beneficiaries.   

 
6.3 Gap analysis 

As per Census 2011 data there are 62 lakh Kutcha houses in MP which are used for 
residential purpose. The yearly provision is considered to be of 1.5 lakh houses 
each by CMRHM and Indira Awas Yojana.  With a yearly 2.81% increase in demand 
of residential houses, it will take 31 years (till 2032) from 2011 to convert all the 
Kutcha homes to Pucca ones. If the yearly provision can be increased to 2 lakhs the 
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timeline decreases to 24 years. Throughout this entire period the state 
government and the nodal agency i.e. MPRRHA have to provide support through 
both field functionaries and financing.  

The yearly provision of houses if increased will enhance the burden if loan on the 
state government as half of the amount is repaid by them as subsidy. Number of 
houses built can be increased in either of two ways, firstly decrease the 
government’s part in the loan which is 50% now. If it’s decreased to 35% or 40% 
the more houses can be built with the same liability. Secondly, on increasing the 
loan budget more number of loans can be sanctioned and all the requirement will 
such that the scheme ends soon.  

If the government’s stake is decreased from 50% to 40%, keeping the total 
expenditure same, the yearly provision can be increased by 25% from 1,50,000 
loans to 1,87,500. This will effectively decrease the timeline of the scheme. But the 
problem in increasing the number of loans is that there is not enough field 
functionary, Panchayat officials to support that and not adequate branches who 
can sanction and disburse the loans, keeping the true essence of the scheme.  

But the existing model is running smoothly, during the past three years cumulative 
percentage of NPA is 2-3% which is significantly lower than the commercial loans.   
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7. Recommendations, Scope and Strategy for Implementation 
 

7.1 Recommendations & Scope 
i. Decrease the subsidy portion in loans 

ii. Ensure repayment through convergence of schemes 
iii. Increase man power and field functionaries 
iv. Increase number of banking partners and maintain cordial relationship 

with the banks throughout  
 

7.2 Flowchart and Strategy for implementation 
 
i. Recommendation1: Decrease the subsidy portion in loans 

 
Currently the government subsidy is 50% of the loan amount which is repaid in the 
form of monthly instalments as per the claims made by the respective bank. 
Approximately 86% of the beneficiaries have contributed more than the estimated 
20,000 Rs among the unit cost of a house of 1,20,000 and 38% have contributed more 
than what they get as credit from the bank. Moreover this scheme is not restricted to 
BPL people which implies after slight increase in EMI, it would not exceed the limit of 
40% of monthly income. Right now the EMI for 1,00,000 Rs loan is 550 Rs paid by each 
of the beneficiary and State Government. If SG decreases its portion to 40%, they have 
to pay 440 Rs and beneficiary’s EMI would be 660. Initially this can be implemented to 
people whose annual income is more than 1 lakh (for them after increase EMI is only 
8% of their monthly income). If monthly 5 such cases can be made, an equivalent fund 
to facilitate another beneficiary is saved. Initially branch-wise this change can be 
implemented. 
 

        Scope: The bankers also supported this idea as long as they receive support in loan 
processing, repayment from government machineries like they get now. But the Panchayat 
officials, ADEO and Sub-engineers must be able to support the extra houses being built. 
The respective branches also has to be willing and supportive to process few more 
number of loans 

 
Flowchart: 
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ii. Recommendation: Ensure repayment through convergence of 

schemes 
At a time MP government has about 30-40 developmental missions running in the 
rural regions, 5-6 of them are related to employment generation of rural poor. 
Some of such schemes are- MGNREGA, SRLM (as a part of NRLM), DPIP etc. The 
ADEO usually keeps track of the repayment case by case basis and is the first to 
know about non-repayment. He can be informed by the bank about non 
repayment or irregular repayment and co-ordinate with the village Panchayat to 
assign some work to the family through NREGA. Many of the rural women are 
involved with Self Help Groups (SHG) from where funds can be temporarily 
channelized to pay a few instalments. The bonding of a SHG is so strong that the 
borrower is absolutely accountable to pay and she end up paying also. 

Scope: the family involved has to have some skill or suitable health conditions to work 
under NREGA or be a member of SHG to get the benefit. Some level of good records 
and repaying capacity is needed to be facilitated in this manner. 
Flowchart: 
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1lakh income 
and < 1lakh

Bank 

•After 
verifying 
repaying 
capacity, find 
for how many 
cases EMi 
amount can 
be more

•Check for 
beneficiary's 
approval

Janpad 
Panchayat

• Get approval 
from the 
supportibg 
mechanism 

ADEO enlists 
the irregular 

repaying 
beneficiaries 

per village

ADEO talks to 
the family 

about reasons, 
income and 

willingness to 
work

ADEO requests 
the NREGA 

officer to allot 
100 days work 
to the family or 
commuincates 
with SHG, one 
family member 
is involved with 

BEneficiary 
pays one or 

few 
installments 
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iii. Recommendation: Increase man power and field functionaries 
Scope: This increase in human resources must be on demand basis. Although in 
general there is a scarcity before actual recruitment number of such resources on 
muster roll must be verified. The state government can outsource the recruitment if 
necessary or employ on contractual basis if the requirement is imminent.  
Flowchart: 

 
iv. Recommendation: Strict monitoring of tehsildar regarding the 

number of “pattas” sanctioned in a month to avoid bottleneck. 

Scope: Only some of the tehsildar are lack lustre in granting patta, not all. 

Before any sort of steps are taken a ratio must be calculated as 

X= number of pattas granted/ number of applications for patta 

If the ratio is less than say 60% then only some precautionary action can be 

taken. 

Flowchart: 

 

Head quaters, 
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Janpad 
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not
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MPRRHA                                                                                                                       
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tehsildar
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performance 
ratio

If his ratio is 
less than the 
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his immediate 
superior  

Monthly 
target for 

number of 
"pattas" 

should be set 
and 

communicated
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  Fig: Monitoring of Tehsildar 

v. Recommendation: Maintain cordial relationship with existing 

banking partners and increase number of banks 

Regular meeting with the bankers’ associations like, SLBC, DLCC and 

help them in getting repayment from the beneficiaries. Awarding 

best banking partner based on the number of loans sanctioned or 

amount of funds disbursed, bank with best repayment record will be 

an acceptance for the hard work bankers have to put in to smoothly 

run the process. With a good record in repayment and co-ordination 

more banks will be eager to be under the ambit of the scheme. 

Having more banks with rural presence to disburse the loans annual 

target per branch will decrease and it will be easier for the 

employees to process the loans. On the other hand if the government 

decides to increase the annual provision they will have a wider 

distribution chain with more number of branches. 
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8. Suggestions for future work 
 

The scheme has been introduced only three years back in 2011. Many of the 

problems faced is because the stakeholders are not accustomed to the system and 

processes. With time many of the problems now faced will cease to exist due to 

shear familiarity to the process but many problem will arrive. 

 How does the money being pumped into rural economy impacts rural 

consumption 

 Socio-economic profiling of districts to describe performance variation 

 How to determine exact share of government if the NPA is auctioned (as the 

subsidy will be paid till the date of auction but beneficiary had stopped long 

back)  
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9. Conclusion 

The CMRHM scheme will be running smoothly as long as there exists 
demand for permanent houses in rural regions. With better stakeholder 
management and implementing small changes can surely increase 
efficiency of the whole process. With the survey results it can be surely 
claimed that this scheme has been instrumental in disseminating banking 
practices in remote and rural areas and is able to create accountability 
among the beneficiaries to build their habitat with resources procured by 
them and also repayment of the loan.  
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Appendix A 

Meetings and Interviews 

Date: May 15, 2014 

Time: 6 PM 

Duration of Discussion: 20 minutes 

Discussion  

 Mentor asked about insights from the most recent field visit  

 Mentor saw photographs of the houses being built in different blocks 

 Mentor asked status of repayment of Sagar district  

 We discussed the percentage of BPL beneficiaries 

 Discussion on potential causes of variation in performance in different 

districts  

 

1  Excerpts of the interaction with banker Mr. Khan (Branch manager Bank of 
Baroda, Lambakheda branch) 
 

 Before sanction of the loan a number of documents are collected and exchanged 
between the stakeholders of the scheme, starting from income certificate of the 
beneficiary from the competent authority to NOC (No Objection Certificate) from 
other banks stating the person has not borrowed from any other institution. The 
documents are- income certificate from “tehsildar” (revenue officer), “Patta”- land 
ownership document, domicile certificate, identity proof, the filled CMRHM form as 
sent by the Janpad Panchayat, sanction document made by the bank, NOC, stage 
wise completion photos and application for the next installment. The Patta is taken 
as the collateral security for the loan and on defaulting the land including the 
constructed house becomes the banks property. 
 

 Since a villager is usually not an existing or past borrower and her repaying capacity 
is also less, for a bank it is difficult to measure whether it’ll get proper timely or it’ll 
lead to a non performing asset. Bankers extensively enquire about the potential 
borrower before granting the loan. If repayment is irregular and the potential 
borrowers are informed that the privileged beneficiary is not paying, they create a 
peer-pressure and the beneficiary gradually pay.  

 Status of NPA under CMRHM scheme and the actions taken after that- In that 
particular branch only 4-5 cases were NPA among 120 cases sanctioned so far. If a 
borrower has not paid any EMI for consecutive 90 gays then the account is 
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considered as an NPA. Since an NPA is a liability for the bank and auction is the last 
option, the bankers try their best to persuade the borrower to repay, the terms of 
the loan can also be changed if required. An important fact is that the government 
keeps on paying the EMI till the date of auction of the house. That’s the reason the 
amount received after auction has to be distributed with utmost care. 

 The sense of ownership and asset creation- The house being build is an asset to the 
beneficiary family and they exhaust their savings and (sometimes) borrow from 
relatives apart from the loan from the bank. Eventually their stake increase in the 
house increases than what seems to in open eye. Now if they default the bank will 
take away the land and the completed house. A lion’s share of this loss will be 
intangible like- disowning an asset, losing much more than the initial investment 
etc. The fear of all these makes the beneficiaries repay faster. 

  

2  Excerpts of the interaction with ADEO Mr. Awasthi (ADEO, Bairasia, Bhopal 
district) 
 

 Role of village head, locally known as Sarpanch in execution of the scheme and 
repayment- The Sarpanch is a highly respected person in the village. In one village 
we were told that every morning the Sarpanch visits the neighborhood, asks the 
status of the house being constructed, problems faced, he has also helped the 
beneficiaries to get materials without any deposit and at the just rate. Since he 
maintains a cordial relationship with the villagers, if one misses one or two EMIs he 
can persuade the person to pay later. Such personal relationships will help in smooth 
execution of the scheme. 

 If the yearly provision of loans is increased the timeline of the project will drastically 
decrease but there is not enough resources in terms of man power or financial 
resources 

 

 

3  Excerpts of the interaction with ADEO Mr. Hari Om Soni (ADEO, Hosangabad 
Janpad Panchayat, Hosangabad district) 
 
 

 How the Panchayat and block level employees extensively market and publicize the 
schemes initiated by the government to the villagers. This increases the 
understanding of the scheme among the potential beneficiary and they start 
planning beforehand, save money etc. 
 

 In the rural regions the number bank branches are less and due to 
miscommunication, lack of knowledge loan applications take a long time to be 
processed. At the same time the beneficiary cannot accept the installment and make 
progress on the construction if its rainy season or he does not have some savings of 
his own. That’s one of the reasons there are multiple cases blocked in the 
intermediate steps which ultimately decrease the efficiency of the system. 
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 In the rural regions the lack of skilled masons and raw materials for house 
construction is a problem. Although provision of those is not directly part of the 
CMRHM scheme, the block level Panchayat have arranged training sessions on brick 
making in some blocks. In the later stages the beneficiary is constantly motivated to 
put more effort and use good quality materials as per their budget, because they are 
creating and asset and that will be useful for them later. 

 

4  Excerpts of the interaction with banker Mr. Jagdish Raghubanshi (Branch 
manager MP Chetriya Grameen Bank, Nimsadia branch) 
 

 The status of financial inclusion in the coverage area of the branch, the problems 
faced in loan processing. How the bank regularly gets update on the status of the 
house being constructed. The target determination and target reaching of the 
CMRHM scheme- although the initial target for 2013-14 was 20, the restriction on 
the upper limit was removed and 61 loans were disbursed last year (for one 
branch). Presently there were no defaulters in that branch.  
 

 Importance of relationship building with the villagers and smooth processing of 
loans to ensure repayment. Due to seasonality of income and small sources of 
income the repayment is also irregular. To ensure that the beneficiary will not be 
penalized (for delayed payment and notice service etc.) regular communication 
takes place between the bank employees and beneficiary. 
 

 How defaulter and NPA is decided in rural areas- as per Reserve Bank of India’s 
guidelines a person who have missed two consecutive EMIs shall be considered as 
defaulter but alterations can be made in the period of repayment as per the repaying 
capability.   

 Operational difference between the commercial banks and regional rural banks, 
challenges faced by the bankers in rural areas 

 Importance of other factors (apart from income) in loan repayment- apart from 
regularity and quantity of income awareness and the mindset of the people also 
matter significantly in loan repayment, hence the role of education and literacy is 
also interrelated. 
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Appendix B 
 

  Chief Minister Rural Housing Mission 

Check list of documents required for application 

1. Loan application form- completely filled in predefined format 

2. Photograph of the applicants (recent photograph, passport size) 

3. Photo identity proof 
(voter identity/ Ration card/ Pass book of bank/BPL card/”Bhu-swami 
Adhikar Patra” / MNREGA job card / identification letters certified by a 
class II gazetted officers will also be accepted) 

4. Income certificate (Issued by a Revenue officer/Tehsildar / attested 
certificate is accepted) 

5.  Either of the three documents is accepted  
i. Patta of the land (issued by Tehsildar/Sarpanch / Panchayat 

Secretary : the original copy must be attached) 
ii. Bhu-swami adhikar Patra (issued by Tehsildar: the original copy 

must be attached) 
iii. Proof of ownership of agricultural land: 

a. Original Sale-did document/ Bhu-adhikar pustika 
b. Certified copy of “Khasara” for the current year  
c. Certified copy of “Kisht Bandi” (B-1) 

“Naksha” of the proposed layout of the plot clearly demarking the 
boundary and path to the land: issued by Tehsildar/ Patwari 

6. Voter ID card 

  Table: List of documents required for loan application 
 

District wise Mission's Progress 

S. 

No.  
District  

Yearly 

target  
For the FY 2013-14 

Target 

achievement 

(Percentage %) 
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Number 

of cases 

submitted  

Number of 

cases 

sanctioned 

Number 

of cases 

disbursed 

 1 2 3 4 5 6 7 

1 Alirajpur 1470 2533 1480 1480 101 

2 Anuppur 2133 3237 1936 1520 71 

3 Ashoknagar 2240 4823 2409 2091 93 

4 Balaghat 5897 9467 6023 5295 90 

5 Barwani 4176 5922 4217 4184 100 

6 Betul 5137 8087 5485 5155 100 

7 Bhind 3430 6027 3824 3259 95 

8 Bhopal 2100 3093 2431 1933 92 

9 Burhanpur 1770 3042 2061 1783 101 

10 Chhatarpur 4480 6905 4520 3251 73 

11 Chhindwara 6317 8773 6317 5880 93 

12 Damoh 3570 6313 3570 3324 93 

13 Datia 2730 4419 2408 1807 66 

14 Dewas 5135 6828 5188 5149 100 

15 Dhar 7800 9676 7837 7801 100 

16 Dindori 2100 2479 1903 1635 78 

17 Guna 3150 5479 3271 2875 91 

18 Gwalior 3360 6247 3772 3569 106 

19 Harda 2100 3309 2260 2107 100 

20 Hoshangabad 5220 9272 5368 5368 103 

21 Indore 5640 7173 6133 5788 103 

 

S. 

No.  
District  

Yearly 

target  

For the FY 2013-14 
Target 

achievement 

(Percentage %) 

Number 

of cases 

submitted  

Number of 

cases 

sanctioned 

Number 

of cases 

disbursed 

22 Jabalpur 4177 7903 4396 3770 90 

23 Jhabua 3199 4990 3699 3248 102 

24 Katni 2880 4110 2902 2885 100 

25 Khandwa 3000 4928 3173 3009 100 

26 Khargone 5852 9636 6028 5772 99 

27 Mandla 3290 3173 2303 1857 56 

28 Mandsaur 3500 7293 4591 4192 120 
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29 Morena 3920 7906 4338 3519 90 

30 Narsinghpur 10163 15665 13453 6537 64 

31 Neemuch 2366 3390 2467 2379 101 

32 Panna 2730 3860 2784 2771 102 

33 Raisen 4152 9220 5116 4314 104 

34 Rajgarh 4688 8469 5283 4717 101 

35 Ratlam 3830 6179 4031 4031 105 

36 Rewa 6300 7452 4558 2949 47 

37 Sagar 6160 11767 6287 5065 82 

38 Satna 6712 7843 3944 3277 49 

39 Sehore 5640 8364 6442 5919 105 

40 Seoni 4130 6694 3326 3016 73 

41 Shahdol 3189 4227 3408 3192 100 

42 Shajapur 4754 8320 5024 5024 106 

43 Sheopur 1400 2707 1720 1422 102 

44 Shivpuri 3640 7163 4739 4103 113 

45 Sidhi 3430 4482 2869 2405 70 

46 Singroli 2160 2851 1577 1112 51 

47 Tikamgarh 3660 6200 3827 3457 94 

48 Ujjain 4740 6453 5109 4899 103 

49 Umaria 1957 2579 2029 1579 81 

50 Vidisha 4980 8536 5006 4985 100 

  Sum total 200554 315464 206842 180659 90 

Table: District wise Mission Progress 2013-14 

 

Chief Minister Rural Housing Mission 

Bank Wise Mission's Progress    

Financial Year 2013-14 

S. 

No

.  

Bank Bank 

branch

es 

Target 

FY 

2013-

14 

No. of 

cases 

submitte

d to the 

bank 

No. of 

cases 

sanction

ed by 

the bank 

No. of 

cases 

disburse

d by the 

bank 

Disburs

ement 

percent

age  
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        Nationalized Banks 

1 State Bank of 

India 

683 43029 65859 42240 37831 87.92% 

2 Central Bank of 

India 

321 20223 42032 28275 24866 122.96% 

3 Bank of India 265 16695 27610 19105 18014 107.90% 

4 Union Bank of 

India 

168 10584 16718 11002 8129 76.80% 

5 Bank of Baroda 85 5355 9864 6858 6149 114.83% 

6 Syndicate Bank 21 1323 3050 1934 1545 116.78% 

7 Bank of 

Maharashtra 

91 5733 9715 6173 5533 96.51% 

8 Oriental Bank of 

Commerce 

41 2583 1890 1214 959 37.13% 

9 Punjab National 

Bank  

155 9765 16272 10877 8660 88.68% 

10 Allahabad Bank 137 8631 10300 6756 4983 57.73% 

       Regional Rural Banks 

11 Central Madhya 

Pradesh Gramin 

Bank 

424 26712 43820 28771 24453 91.54% 

12 Madhyanchal 

Gramin Bank 

354 22302 32557 18877 15832 70.99% 

13 Narmada 

Jhabua Gramin 

Bank 

312 19656 26957 19079 18501 94.12% 

 

Table: Bank wise Mission Progress 2013-14 
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“The highest measure of democracy is neither the 
‘extent of freedom’ nor the ‘extent of equality’ but 
rather the highest measure of participation.” 
- A.D. Benoist 
 

Rakshak Foundation creates awareness domestically 
and internationally about the rights and responsibilities of citizens 
towards the society and state. Rakshak engages in and supports social 
and scientific research on public policy and social issues. 
 

 
     GET INSPIRED               IDENTIFY YOUR PASSION           GET INVOLVED 
 

Email: secretary@rakshakfoundation.org 
Website: www.rakshakfoundation.org 
 

Disclaimer: This report is an outcome of a student project and the content of this report represents the views of its author. 

Neither the report nor any of its parts represent the views of  Rakshak Foundation and/or any of its affiliates and officials in 

any capacity whatsoever. The figures and facts used in the report are only suggestive and cannot be used to initiate any legal 

proceedings against any person or organization. However, the author shall be extremely grateful to acknowledge any 

inaccuracies in the report brought to author’s notice. Please email your suggestions/concerns to:  hr@rakshakfoundation.org] 
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