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A STUDY OF INSTITUTIONALISED HOUSING 

FINANCE IN THENI DISTRICT 

SYNOPSIS 

1.  INTRODUCTION 

“A comfortable house is a great source of happiness. It ranks immediately 

after health and a good conscience.” 

                 - Sydney Smith, To Lord Murray, Sept 29, 1983 

The three basic requirements of man are food, clothes and shelter. These two 

statements emphasizing the need and necessity of having a good roof over our head. 

For India, being the world‟s one of the most populated country, it is quite a difficult 

and uphill task to ensure that everyone has a proper housing facility. When we take a 

walk down the road, we find many people homeless. Another alarming fact is that 

those who have homes, they are poorly constructed owing to the financial difficulty 

they face. Such buildings are not only put the lives of the people residing in them at 

risk but also the people living around them are equally at risk. According to the 

population census of 2001, out of the total population of 1027 million about 742 

million live in rural areas and 285 million live in the urban areas. Urban Population is 

accounted as 27.8 per cent to the total population whereas it was 25.7 per cent under 

the 1991 census. So there is a rise of 2.1 per cent in the Urbanization of the Indian 

population. There are 27 cities with more than one million populations. This rapid 

urbanization has led to a large number of homeless households, the rapid growth of 

slums and unauthorized colonies, rampant speculation and deficient availability of 

water sanitation and basic facilities. This has also brought along with it a 

disproportionately higher demand for housing it for the upper market, middle market 

and for the low-income category of the population 

The importance of housing doesn‟t stop with just proving a warm place to 

protect ourselves from nature but it also boosts the economy of a country. A lot of 

industries such as cement, iron and steel, electrical and many more get benefitted. 
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This also results in a higher rate of employment. Thus on a larger picture housing 

plays a pivotal role in the economic development of the nation.  

Ownership of a house has an important socio-economic aspect as well as, it 

provides economic security and social status for a citizen in the society. The identity 

and social recognition associated with the ownership of a house provides an 

individual with immense confidence to get involved in many social activities. Stable, 

affordable and accessible housing is directly and indirectly linked to human well-

being. One can easily understand the socio-economic status of a family just by 

watching the physical attributes of their housing. Good housing and its surroundings 

indicate the standard of living of the family and it provides facilities for education, 

recreation and many other facts of life. 

Housing is an important sector for any economy as it has inter-linkages with 

nearly 269 other industries. The development of the housing sector can have a direct 

impact on employment generation, GDP growth and consumption pattern in the 

economy. To help develop housing in the country, there is a need to have a well-

developed housing finance market. In India, the housing finance market is still in its 

nascent stage compared to other countries. The outstanding amount of housing 

finance from all sources accounts for less than 8 per cent of GDP when compared 

with 12 per cent in China, 29 per cent in Malaysia, 46 per cent in Spain and 80 per 

cent in the US. In India, the housing finance market is very complex when examined 

in the context of demand and supply of housing units, especially in the face of scarce 

land in the urban areas. The demand for housing is increasingly being made by 

individuals and households given the increasing level of income and prosperity. The 

supply of houses have to come from builders, developers and construction companies 

scattered widely across the country, both in the private and public sector. The 

government, both at centre and states, is a facilitator and is assisted by two regulators, 

Reserve Bank of India (RBI) and National Housing Bank (NHB). The housing 

finance market is dominated by Commercial banks, both domestic and foreign. In 

addition, there are Co-operative Banks and Housing Finance Companies, Self-Help 
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Groups, Micro-Finance Institutions and NGOs. The RBI regulates commercial banks 

and partially co-operative banks (which are mainly governed by the State 

governments under State Co-operative Acts concerned) while the NHB regulates the 

housing finance companies. The others are not regulated by any authority in the 

country. The financial sector reforms initiated in 1985 and 1991 unleashed 

development forces in the economy. This resulted in higher employment, increased 

income levels, faster urbanization and higher demand for houses, especially in urban 

areas. Therefore, concerted efforts were made by the Government and the Reserve 

Bank of India to encourage housing during the 1990s. The long term goal of the 

National Housing Policy, announced by the Government in 1998, was to eradicate 

homelessness, improve the housing conditions of the poor and provide a minimum 

level of basic services and amenities to all. Fiscal incentives were also granted in 

general, to the housing 4 sector. The government has been initiating as well as 

strengthening measures to extend housing to the weaker sections of the society. A 

number of measures were announced from 2001 but a concerted effort was made in 

2006 after some fears were expressed that there was a housing bubble developing in 

India which could eventually burst. It was then recognized that the role of housing 

could be critical in India and therefore measures announced thereafter aimed to 

improve the business environment in the country. The housing sector has been 

considered by a number of studies to be an important cause of the recent financial 

crisis in the US and Europe To ensure that people have good quality homes, the 

Government has made a lot of policies and schemes to help the people. Housing loans 

are given at a rate of interest less than education loans. Banks, both private and public 

sectors are playing a major role in providing housing finance. Blessed are those who 

live in their own house and fortunate are those who have the money to buy one. But 

all are not privileged to buy a house of their own. For many such people, buying a 

house has become possible in modern times through Housing Finance. The term 

“Housing Loan” or “Housing Finance” means finance for constructing/purchasing or 

modifying a property. The various Hosing Loans offered by Housing Finance 

Institutions (HFIs) are for house purchase, house extension, house improvement and 
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land purchase. Hence, “Housing Finance” means the financial resources for an 

individual or group of persons used especially for the purpose of housing.  

Housing finance is a relatively new concept in India comparing to other 

financial services that are widely available in the country for a long year back. 

However, the speedy development in housing and various housing activities have 

understandably led to the growth of the Indian housing finance market. As a result, a 

number of players have barged into the market. It was in the year 1970s when 

Housing and Urban Development Corporation (HUDCO) was established to finance 

various housing and urban infrastructure activities. However, the Housing 

Development Finance Corporation (HDFC) was India's first private sector housing 

finance company came into existence in 1977. Since the housing finance in India has 

been flying high, it's expected to grow at a growth rate of 36 per cent in the coming 

years. 

Home-buyers in India were traditionally debt averse and opted for external 

funding only as a last resort. Consequently, formal external funding of house 

construction/purchase has accounted for a relatively small proportion of housing 

finance in the three decades after independence and this business activity had 

formally begun in India in the 1970s.Construction/purchasing of a house needs a large 

investment, it requires long-term finance. In India, the main source of credit that 

flows into house construction is both formal and informal sectors. The formal sector 

includes budgetary allocation of Central and State government, assistance from the 

Financial Institutions, agencies and Corporations like Life Insurance Corporation 

(LIC) and General Insurance Corporation (GIC) and the latter, it refers to finance 

from money lenders, household savings, disposal of existing property and borrowings 

from friends and relatives. Since independence, the institutional framework for 

housing finance was in the form of insurance companies like LIC and GIC. Then in 

1970, the Government set up the HUDCO as a 100 per cent, Government-owned 

enterprise with the objective of housing and urban development as well as 
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infrastructure development. The housing policy of HUDCO was designed to allocate 

55 per cent of its housing finance to the low income and weaker sections of society. 

Housing sector refers to the entire construction activity. It has maximum 

propensity to generate income and demand for materials, equipment and services. In 

fact, housing provides the necessary impetus to the economy as a whole. Small 

initiatives in housing will propel multiplier effects in the economy through a chain of 

linkage effects. For every one crore rupees of investment in housing, nearly 290 

industries in the building material sector get activated beside the core manufacturing 

sector constituting cement, steel bricks and other construction materials It has been 

estimated that out of every Rs.100 spent on housing Rs.11.40 is returned back to the 

national exchequer by way of stamp duty, registration and taxes. Housing Sector has 

seen exceptional changes in the last 15 years, both globally and nationally. In the last 

few years, the housing sector in India has witnessed a spurt in demand not just for 

residential property but also for commercial property. This rise in demand may be 

attributed to the large and growing middle-class population of 300 million people. 

The technology and business process outsourcing have correspondent to the growing 

demand for shopping malls, multiplexes, food outlets, office spaces and business 

centers and the like., Today due to inflation in the economy, there is a rise in the price 

of all commodities. Due to this, an ordinary individual is not able to save sufficiently 

to meet the high-cost requirement of house construction or purchase. He has to 

essentially depend upon the financial institutions for borrowing money for the 

purpose of house constructions or purchase 

2. STATEMENT OF THE PROBLEM 

Home is an essential basic need of an individual and it has been a mark of 

human civilization. Man who lived in the caves in the midst of beasts gradually 

improved upon by constructing thatched make-shift houses, kaccha houses, mud, 

brick and mortar houses, concrete structures and even labyrinthine skyscrapers today. 

The problem of housing is very acute these days with a teeming population 

adding further to the demographic confrontation everywhere. Large scale migration of 
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people in search of livelihood also adds to the problem. In industrially concentrated 

cities like Mumbai, Calcutta and the like, lot of people are stranded and they resort to 

sleep on the pavements and squat in the open for want of a roof above their heads. 

In a bid to find a solution to the problem of housing in India, many housing 

schemes have been introduced from time to time by the government and the private 

housing sectors. It was in the year 1970, an exclusive Housing Finance Corporation 

was established namely Housing and Urban Development Corporation (HUDCO) 

followed by India‟s a formal institutional system for housing was established with the 

formation of National Housing Board (NHB). In 1988, the first private sector housing 

finance company Housing Development Finance Corporation (HDFC)was 

established. These public and private sector housing finance institutions have been 

doing yeoman services in the housing sector throughout the country and millions of 

homeless population are availing such financial assistance in the form of loans. 

In Theni district, many public sector and private sector housing finance 

institutions have been in service for advancing housing loans for constructing houses. 

However, the housing requirements have not been satisfied fully in the district. At the 

same time, the institutionalized housing finance sector also experiences difficulties in 

disbursements and recovery of housing loans. 

Being construction industry considered to be one of the vibrant sectors which 

facilitates large scale capital formation on the one hand and provides employment 

opportunity on the other, a study relating to organized housing finance institutions is 

socially relevant and economically important. 

3. OBJECTIVES OF THE STUDY 

Main Objective of the Study are: 

1. To explore the housing finance scenario in India in general and Theni district 

in particular., 

2. To bring out the socio-economic factors of the people opting for housing 

finance in the study area., 
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3. To analyze various factors that motivates the sample respondents in the 

selection of specific source regarding housing finance., 

4. To analyze the perception of the respondents towards the selected housing 

finance institutions., 

5. To highlight the problems faced by the sample respondents while availing of 

housing loan., 

6. To offer suitable suggestions based on findings for overall improvement. 

4. METHODOLOGY 

The study is based on survey method. Both primary and secondary data have 

been used for analysis. Primary data were collected from the respondent beneficiaries 

living across the Theni district, through a well-constructed, pre-tested interview 

schedule. The secondary data were collected from journals, newspaper, books and 

publications of RBI and NBH, annual reports of commercial banks, district credit 

plan, Indian Economic Survey and Websites. 

5. SAMPLING DESIGN 

A study relating to subject matter of specific nature requires adequate sample 

size which must closely represent the whole population. While deciding the size of 

the sample, the size of the universe, the resources available, the degree of accuracy 

desired and the like should be carefully analyzed. By taking into consideration, the 

above factors being a sociological study, the following formula is used to fix the 

sample size. 

           Ⱬ  σ 

N = (--------)2 

 

             d 

where 

 n = Sample Size 
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 Ⱬ = Value at Specified Level of Confidence 

 σ = Standard deviation of the Population 

 d = Standard error of mean 

 

1.96*0.62. 

  n = (-------------------)2 

                                     0.05 

                              = 591. 

Thus the Sample size Worked at 591. 

In Theni district, there are commercial banks and other financial institutions 

which lend money for the purpose of purchase of old /new and /or constructions of 

new houses. They also extend their operations to finance repairs and development of 

old houses. The present study confines to institutions that are financing for purchase 

or construction of new houses. Based on the action plan available at the Theni district 

Collectorate and the Lead bank, the top 10 institutions that extend housing finance 

were chosen. They are State Bank of India, Canara Bank, Indian Bank, Indian 

Overseas Bank, LIC Housing Finance, HDFC, ICICI Bank, Karur Vysya Bank, Co-

operative societies and Dewan Housing Finance Ltd, constituting six public sector 

institutions and four private sector institutions. Proportionate random sampling 

technique by applying lottery method, was applied to collect the data from the 

beneficiaries of each institution functioning in Theni District. Based on the 

information given by the managers of respective institutions priority was given for the 

borrowers who were granted housing finance during the three years just preceding the 

period of the survey. Of the interview schedules collected, 31 of them were found to 

be incomplete and hence rejected. Finally, 322 respondents from public sector 

institutions and 238 from private organizations totaling 560 respondents formed part 

of the sample size. 
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6. DATA COLLECTION         

Primary data were collected from all the sample respondents. For that purpose, 

an interview schedule was drafted with the help of officials of the banks. The draft 

interview schedule was circulated to fellow research scholars and staff of the housing 

finance institutions. Corrections were made on the basis of suggestions and advice is 

given by them. A pilot survey was undertaken by distributing the interview schedule 

among 25 selected respondents. Necessary alterations were made by taking into 

account the suggestions and recommendations offered during the pilot survey. Before 

finalizing the present interview schedule (Appendix-A). As far as possible the 

researcher made sincere attempts to contact the respondents in person and collected 

data by himself through oral conversation. However, due to practical convenience, 

copies of the interview schedules were given to some of the respondents for 

answering questions leisurely at home which were collected back later on.   

7. FRAMEWORK OF ANALYSIS 

Data thus collected were put into the following statistical analysis.  

The Exploratory Factor Analysis 

Factor analysis has been applied to find out the important factors which 

inspired the customer to get the benefit of Housing Loan and find out the 

expectations for the effective and efficient functioning of Housing Loan. The 

analysis was made after testing its appropriateness with the help of Kaiser-Mayer-

Olkin (KMO) test and Barlett‟s Test of sphere city.  

Multiple Regression Analysis 

The Multiple regression analysis has been administered to find out the factors 

influencing the customers to avail the benefits of Housing Loan and the ordinary 

least square method has been applied to analyze the impact of independent variables 

on the dependent variables.  
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1.10.3. t –test 

  In order to test the Significance difference in the perception of the customers 

between means of Public Sector Banks and Private Sector Banks, the t-test is applied 

as shown below: 

   
1 2

1 2
1 2

2 2

1 2

1 2

1
deg ( 2)

1 11 1S S

X X
t with reeof freedom n n

n n

n n

 


    

  


 

Where 

t - Value 

  ̅̅ ̅  - Mean among the Public Sector Bank 

  ̅̅ ̅  - Mean among the Private Sector Bank 

1

2

S
 - Variance in the Public Sector Bank 

2

2

S
 - Variance in the Private Sector Bank

 

1n
 - Number of Public Sector Bank

 

2n
 - Number of the Private Sector Bank 

In the present study, the “t” test had been administered to find out the 

significant difference between the Public Sector Bank and Private Sector Bank 

respondents regarding their  perception on Customer Relationship Management, 

Processing Cost, Modern Technology, Infrastructure Facilities, Repayment Facilities, 

Counseling and Transparency, the constraints and their Expectations.         

 Index Preparation 

 In the present study, the indices had been generated to measure the 

entrepreneurs‟ descriptive aspects namely personality traits, enterprise involvement, 

empowerments and constraints faced. The index is generated by the following 

formula: 
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                                                             n 

                                                            ∑ Si 

                                                            i =1 

                                         I     =   -------------× 100 

                                                            n 

                                                            ∑ M Si 

                                                            i =1 

Where  

I - Index 

S - Score obtained by the variables involved in each measurement 

MS - Maximum Score obtained by the variables involved in each 

measurement 

I = 1,..,n - Number of variables in a particular measurement  

 Compound Growth Rate (CGR) 

The Compound Growth Rate (CGR) with regard to procurement of 

housing loan, sanction, disbursements of housing loans by Housing Finance 

Companies, disbursements of housing loans by Commercial Banks, disbursements 

of housing Loans by National Housing Bank, outstanding of housing loans by 

Housing Finance Companies, outstanding of housing loans by commercial banks, 

outstanding of housing loans by National Housing Banks in India has been 

estimated on the basis of semi-log or exponential function, using the following 

formula 

Log Y= a + bt 

Where Y = sanction of loan, minimum disbursement and outstandings 

t = time periods 
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„a‟ and „b‟ are the parameters to be estimated.  

1. Compound growth rate = (Antilog b – 1) *100 

  

Co – efficient of variation 

 To measure the magnitude of variability in disbursement and Outstanding of 

housing loan by Housing Finance Companies ,Commercial Banks, and National 

Housing Bank 

Standard Deviation 

C.V = --------------------------------- x 100 

Mean 

 Percentage Analysis 

 Percentage analysis was used to study the socio – economic profile of the 

sample respondents. 

8. PERIOD OF STUDY 

 A period of 10 years beginning from 2007-08 for which secondary data were 

collected for the purpose of analysis. Primary data required for the study were 

collected during the month of January 2017. 

9. LIMITATIONS OF THE STUDY 

 The study is based on the data collected in Theni district alone. Hence while 

generalizing the results, caution may have to be exercised. Any limitation that 

pertains to an opinion survey is bound to be applicable to this study as well. 

10. CHAPTER SCHEME 

 The first chapter entitled  “Introduction and  Research Design”  introduces the 

topic of the study and explain the Review of literature,  Statement of the problem,  

Scope of the study, Objectives of the study, Methodology, Sampling design, Data 

collection, Framework of analysis, Period of  study, Operation definition of  concepts, 

Limitations of the study and Chapter scheme. 
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The second chapter entitled “Housing Finance in India - An Overview” 

explores the recent developments in the housing sector as a measure of socio-

economic development. It also includes various details of the important housing 

finance institutions, disbursement of housing loan by NHB and Commercial banks 

over the study period. 

Profile of the study area is discussed briefly to understand the area of 

operation of the institutions offering housing finance in Chapter III. It further 

highlights the analysis of socioeconomic characteristics of the sample respondents 

Fourth Chapter entitled “Factors motivating the respondents in the selection of 

source of housing finance” analyses in depth various reasons that motivate the sample 

select a particular source and also the most influential factors in their borrowing 

decisions through the Factor analysis, and multiple regression analysis.  

Fifth Chapter entitled perception of the respondents towards customer 

Relationship management practices of Housing Finance Institutions in the study area 

highlights the perception of Housing loan borrowers on lending institutions, impact of 

various services on the overall satisfaction of the respondents. It also highlights 

various problems faced by the respondents while availing of housing finance. 

Six Chapter entitled “Summary of Findings, Suggestions and Conclusion” 

epitomizes the major findings of the study, suggestions and appropriate conclusion. It 

also covers the potential topic for further research in future. 

11. SUMMARY OF MAJOR FINDINGS 

 National Housing Bank Housing loan disbursement and Outstanding 

 The disbursement of housing loan by the housing finance companies in 

India ranged from a minimum of 1189 crores in 2007-08 to a maximum 

of 16779 crores in 2016-17. The housing loan disbursement had 

declined in the year 2009-10 about 49.77 per cent from the previous 

year. It is the highest volume of decline in the study period. The reason 

for such may be due to an increase of home loan interest and an 
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increase of construction raw materials. This trend oppositely increased 

in the year of 2011-12 about 60.23 increases from the previous year. In 

the years 2015-16 and 2016-17 increasing of disbursement of housing 

loan by the housing finance companies in India is notable.  

 The housing loan disbursement by commercial banks in India, in the 

year 2007-08 was compared with the next year 2008-09 there is a 

declining trend of about 48.65 per cent. After the year 2009-10, the 

housing loan disbursement starts with 4335 crores and it had steadily 

increased up to 2012-13 about 9848 crores. During this study period, 

94.09 was the highest per cent the increase in the year 2010-11. In the 

year 2014-15 the disbursement of housing loan by the commercial bank 

increased to 74.22 from the previous year, after that it declined 

substantially last two years about 25.68 and 45.17 per cent.  

 Details of disbursements of housing loans by national housing bank in 

India stood at Rs.8587 crores in the year 2007-08 which increased to 

Rs.22684 during the year 2016-17. The disbursements of housing loans 

by National Housing Bank in India had always in increasing trend 

during the study period. 

 The outstanding of housing loans by housing finance companies in 

India, stood at Rs.4750 crores in 2007-08, which increased to Rs.40312 

crores in the year 2016-17. In the study period interestingly in the year 

2010-11 only had declined about 2.29 per cent only. Outstanding of 

housing loans in housing finance companies were always increasing 

which is not a good symbol.   

 Details of outstanding housing loans by commercial banks in India that 

stood at Rs.11758 crores in the year 2007-08 had increased to 

Rs.143354 during the year 2016-17 except in the years of 2008-09, 

2013-14 and 2016-17. The outstanding of housing loans by commercial 
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banks in India had always in increasing trend expect few years in the 

study period. The decreasing volume was less than 50 per cent. 

 The outstanding of housing loans by national housing banks under its 

refinance schemes in India had registered a steady increase during the 

period 2007-08 to 2016-17. The highest volume of increasing was 

about 26.5 per cent. 

 The housing finance from commercial banks in India had increased at 

the rate of 6.905 perceived per annum. The magnitude of variability of 

housing finance in India was 38.178 per cent per annum during the 

period under the study.  

 The housing finance from NHB had increased at a rate of 12.72 per 

cent per annum.  

 The housing finance outstanding from HFC in India had increased at a 

rate of 22.18 per cent per annum. The magnitude of variability of 

housing finance in India was 58.881 per cent per annum during the 

period under the study. 

 It is also inferred that housing finance from Commercial Bank in India 

had increased at the rate of 10.917 per cent per annum. The analysis 

also reveals that there was 36.637 per cent variation in the housing loan 

by the Government of India during the study period. The housing 

finance outstanding from National Housing Bank in India had increased 

at the rate of 16.14 per cent per annum. The magnitude of variability of 

procurement of wheat in India is 43.874 per cent per annum during the 

period under the study. 

 Characteristics of the Respondents 

 The analysis reveals that the important age group of the respondents 

who availed housing loan was less than 40 years in private sector banks 

and public sector banks. This implies that youngster‟s preferred private 
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sector banks, whereas elders prefer public sector banks. This might be 

due to the nature of service, technological innovations and cost of 

services. 

 The important marital status among the respondents in the public sector 

and private sector was married which constituted 62.7 and 67.2 per cent 

respectively. This implies that married people were more conscious to 

construct own house than unmarried people. 

 The analysis infers that the important level of education of the housing 

loan was post-graduate. 

 Among the respondents who borrow housing loan from private banks, 

professionals/businessmen were dominant, whereas in the use of public 

sector banks, Government employees were more. 

 Majority of the respondents from public sector banks had the monthly 

income of Rs.50,000 – Rs.75,000 whereas majority of the respondents 

from private sector banks had the monthly income of Rs.75,000 – 

Rs.1,00,000.   

 Majority of the respondents were from rural areas in the case of public 

sector banks. 

 The number 49.6 per cent of respondents following the nuclear family 

system was public sector banks, and private sector banks constituted 

52.2 per cent and 46.2 per cent to its respective total of 322 and 238 

respondents. 

 The analysis revealed that the important family system among the total 

family system. 

 A maximum of 29.1 per cent of the respondents were in the back ward 

community followed by 27.5 per cent who were in SC/ST community 

category, only 18.8 per cent of respondents were in the category of 

MBC.  
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 Majority of the respondents were Hindu. 

 Majority of the respondents from public sector banks had 4 members in 

their families whereas in the case of respondents from private sector 

banks, the family size was 5 and above persons. 

 No significant difference was found in both these categories as far as 

number of working members in the family is considered. 

 Under the public sector banks category, majority of the respondents had 

a total family income per month of Rs.1,00,000 to Rs.1,50,000 whereas 

in the case of private sector banks category it was up to Rs.1,00,000. 

 Analysis also revealed that under public sector banks category, a 

sizeable majority of the respondents had availed of bank loan for 

construction of new house whereas under the private sector category, 

majority of the respondents had availed a composite loan and no 

significant difference was found among all these respondents as far as 

the type of house is concerned. 

 Factor analyses 

 Through a rotated factor matrix, seven factors have been identified out of the 

selected 21 attributes which motivated the respondents to avail housing loan. These 

are low cost, minimum procedure, minimum security, relationship with employees, 

easy availability, tax concession and infrastructure. Based on factor analysis, it was 

found out that low cost was one of the main reason why most of the respondent‟s 

preferred housing loan from housing finance institutions. This is closely followed by 

simple procedures to avail housing loans. 

 Perception towards CRM practices of HFI 

 Regarding the perception on customer relationship management there 

was a significant between public sector and private sector banks in the 

case of “Bank staff considers customer as an important to them” since 

its t statistics is significant at one per cent level. 
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 Perception Index analysis showed that overall there was no significant 

difference was found among   respondents of public sector and private 

sector organizations as a customer relationship management is 

concerned. 

 Among the customers in private sector banks, the highly perceived 

variables are “Reasonable penalty for delayed repayments” and 

“Satisfied with the interest rate charged for loan”. Since their mean 

scores were 3.738 and 3.613 respectively. Regarding the perception on 

the variables in processing cost the significant difference among the 

respondents in the public sector and private sector banks had been 

identified in all the variables since its  „t‟ statistics is significant at one 

per cent level 

 Among the respondents from public sector institutions 68.6 per cent 

had 75-100 per cent perception level whereas the remaining 31.4 per 

cent had 50 -75 per cent perception level. Similarly a majority of 64.3 

per cent of the respondents from private sector institutions had 75-100 

per cent perception level whereas 33.2 per cent had only 50 -75 percent 

perception level. Incidentally there were no respondents having 

perception level of less than 25 per cent and 25-50 per cent in both the 

categories of respondents.  

 Among the customers from private sector banks, the highly perceived  

variables were “Availability of e- banking facility” and “Alarm facility 

for safety purpose” since their mean scores are 3.4118 and 3.3529 

respectively Regarding the perception on the  variables under modern 

technology, significant difference among the respondents in both  

public sector and private sector banks was “information sent through 

SMS” technologies   since its t statistics is significant at one percent 

level   
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 Similarly among the private sector respondents, 140 (58.8 per cent) had 

75-100 per cent perception level followed by 63 (26.5 per cent) and 35 

(14.7 per cent) had 20-50 and 50-75 per cent perception level. It could 

be inferred that no significant difference was found among both group 

of respondents as far as modern technology is concerned.  

 The customers of private sector banks the two highly perceived 

variables were „comfortable and spacious waiting hall‟ and „vehicles  

parking facility‟ since  their mean scores are 4.0882 and 3.7647 

respectively, Regarding the perception on the variables under 

infrastructure facility the significant differences among the respondents 

in the public sector and private sector banks had  been identified in the 

case of vehicle parking facility, “un comfortable and spacious waiting 

hall” and  pure and hygienic drinking water facility”, since their „t‟  

statistics are significant at one per cent level 

 Similarly among the private sector respondents, a great majority of 196 

persons constituting, 82.4 per cent had „75-100‟ per cent perception 

level followed by 21 persons (5.8 per cent) each had „50-75‟ per cent 

and „25-50‟ per cent perception level. Overall, no strict similarity is 

found between both the categories of respondents as far as 

infrastructure facility was concerned. Public sector appeared to be an 

edge over private sector lenders as far as infrastructure facility is 

concerned. 

 Regarding the perception on the variables under repayment facility the, 

significant difference among the respondents in the public sector and 

private sector banks had been identified in the case of “Comfortable 

repayment installment”, “suitable repayment period” and “rate of 

interest is reasonable” since their respective „t‟ statistics was significant 

at one per cent level. 
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 The public sector respondents 189 persons 58.7 per cent had “75-100” 

per cent level whereas 133 persons 41.3 per cent had “50-75” per cent 

perception level. Similarly, in the case of private sectors borrowers, 133 

persons 55.9 per cent  had “75-100” per cent perception level and the 

remaining 105 persons 44.1 per cent  had “50- 75” per cent perception 

level. Therefore, it may be concluded that there was no significant 

difference in perception level in the case of repayment procedures 

among both public sector and private sector respondents.  

 Regarding the perception on the variables in the present case the 

significant difference among the respondents in the public sector and 

private sector banks have been identified in the case of “counseling 

given during the process of loan sanction helped me to plan my 

construction activity”, “I feel that I have made a right choice in 

selecting the HFI”, “I felt that in no way I was explained”, “Pre housing 

services of HFI created confidence in my house construction” since 

their value was significant at one per cent level.  

 The respondents from public sector institutions, a majority of 60.6 per 

cent had „50-75‟ per cent perception level followed by 25.8 per cent of 

respondents had „75-100‟ per cent perception level. In the case of 

private sector respondents also had a similar trend exists. Therefore it 

might be concluded that there was no significant difference among 

various categories of respondents as far as perception on counseling 

and transparency in concerned.   

 As far as respondents from public sector institutions was concerned, 

majority of 193 persons 60.0 per cent followed by 68 persons 21.1 per 

cent and 52 persons 16.1 per cent and 9 persons 2.8 per cent had 

perception level of “75-100”, “25-50” and „less than 25‟ per cent 

respectively. In the case of private sector respondents had also similar 

trend. Therefore, it might be concluded that the perception level 
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appears to be the same in all the factors taken for analysis among 

different categories of respondents.  

 Problems faced while availing of Housing Loan 

Analysis of perceptions of the respondents on the style and functioning of both 

private sector and public sector housing finance institutions indicate that there was no 

significant difference. However, the significant impacts of the services on were all 

satisfaction of the respondents is found in all the functions considered for the study 

except infrastructure facility and repayment facility. 

Analysis of variance about the assertion between personal profiles and 

functional problems revealed that age, occupation, monthly income and area of 

residence were significantly associated with high costs of borrowing whereas age, 

education, occupation and area of residence were significantly associated with 

technology problems. 

 

 Impact of Problems on overall Attitude 

 The various services problems normally faced by the respondents while 

availing housing loans were categorized as the high cost of borrowing, security-

related problems, difficult procedures, poor infrastructure, pre-loan period problems, 

problems in connection with repayment, communication-related problems, 

unauthorized collection, lack of modern technology and poor customer service. The 

impact of these constraints on the overall attitude of the respondent was analyzed with 

the help of regression analysis. 

    The analysis revealed that except security-related problems, communication-related 

problems and unauthorized collection all other problems significantly influenced the 

overall attitude of the respondents. 
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12. SUGGESTIONS 

Following are few suggestions suggested for the policy makers to improve the 

institutionalized housing finance in the study area:- 

 The grievances of home loan seekers can be addressed seriously and 

sincerely by financing institutions. 

 Maximum Housing Loan Amount can be granted by the bankers to the 

customers considering the market value of the property. 

 Offering loan to the unapproved flats should be banned. 

 Proper training should be given to employees for creating awareness 

regarding customer service management. 

 Stage level loan disbursement may be dispensed with in order to avoid 

delay at least in genuine cases. 

 Interest rate should be made uniform irrespective of loan providing 

institution. 

 It feels cumbersome for a general housing loan seeker to go through all 

details and technicalities of housing loan offers of different agencies.  

But a friendly marketing atmosphere may help him to arrive at the right 

decision. 

 Though the Government of India is trying its best to promote the 

housing finance sector of the country, yet for the uninterrupted growth 

of the sector, it is necessary for the housing finance companies to keep 

in regular search of long term financial resources to become 

independent in this direction. 

 Government bodies should also seek support from NGOs and other 

civil society organizations in planning houses for the poor in terms of 

design and facilities.  This can ensure the involvement of urban poor in 
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housing so that the plan is developed by those who have to be settled 

and relocated. 

 The housing finance sector banks should adopt a more flexible and 

innovative approach in relation to credit approval policies. 

 There is need to develop a system to check the genuineness of property 

documents to avoid frauds and litigations in future and to speed up the 

functioning of HFBs. 

 For the smooth growth of housing finance market the stability of 

interest rates is essential.  It will not only ease the individual customers 

but also support the professional builders to sketch a long term 

planning and the financial institution shall instill confidence in the 

minds of the borrowers to avail housing finance.  

6.4 CONCLUSION 

 The housing sector is a fast developing sector. It attracts a lot of interest and 

concentration not only by the governments but also by various bodies that actively 

engage in the development of civilized society. More and more funds are channelized 

even from international agencies in order to achieve the social goal of “housing for 

all”. In this context, the housing finance institutions have a greater role to play. 

Besides wealth creation, this sector generates large employment opportunity directly 

and indirectly and hence considered to be a strategic sector of the society. There is 

more requirement of finance for housing construction but it takes long way to go to 

achieve.In this study, the researcher made a humble attempt to bring out certain issues 

which call for the immediate attention of the policymakers. It is hoped that if the 

suggestions put forward are carried out diligently, the society will benefit. 

 

  


