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ABSTRACT 

Performance Appraisal of HFIs can be done through the different parameters. It may be 

through checking the Operational Efficiency of the HFIs. It may be done through the 

customer aptitude analysis because customers are the most important aspect of the HFIs. But 

in this paper only the Operational Performance aspect is taken. Operational performance 

analysis is the process of evaluating how well an organization is achieving its operational 

objectives and goals. This analysis involves measuring various key performance indicators 

(KPIs) and assessing how they compare to benchmarks and industry standards. By analyzing 

operational performance, organizations can identify areas for improvement and develop 

strategies to optimize efficiency, productivity, and profitability. In the research paper a 

research hypothesis “There is no significant difference between the Operational 

Performance of HDFC and LICHFL.” is tested with the help of various parameters viz. 

Interest Income and Turnover (Loan Outstanding) of HDFC & LIC HFL,,Operating Profit 

and Turnover(Loan Outstanding) of HDFC & LICHFL, Net Profit and Turnover(Loan 

Outstanding) of HDFC & LICHFL, Loan Disbursement to Loan Sanctioned, Loan 

Disbursement, Average Size of Loan, Non-Performing Assets, Profit Per Employee. 

Keywords: Performance Appraisal, Operational Performance Analysis 

ousing in India varies from palaces of erstwhile maharajas to modern apartment 

buildings in big cities to tiny huts in far-flung villages. There has been tremendous 

growth in India's housing sector as incomes have risen. The Human Rights 

Measurement Initiative finds that India is doing 60.9% of what should be possible at its level 

of income for the right to housing. According to the Times of India, "a majority of Indians 

have per capita space equivalent to or less than a 10 feet x 10 feet room for their living, 

sleeping, cooking, washing and toilet needs. The average is 103 sq ft per person in rural 

areas and 117 sq ft per person in urban areas. 99 percent of rural households have access to 

electricity. Although cities have better facilities than villages in India & provide full-day 

water supply. Almost all States such as Gujarat, Madhya Pradesh, Maharashtra, West 

Bengal, Tamil Nadu and others provide a continuous power supply.  

 

To overcome this problem, Govt. has started a lot of schemes to provide houses to the 

houseless families. But the main role is played by the Housing Finance Institutions by 

providing easy finance to the persons who seek home loans. The housing finance sector in 
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India is divided into two sections: Public Sector and Private Sector. Both the sectors are 

playing a good role in this area. But it depends upon the financial performance of these HFIs 

that which sector is doing good.  

 

Performance Appraisal of HFIs can be done through the different parameters. It may be 

through checking the Operational Efficiency of the HFIs. It may be done through the 

customer aptitude analysis because customers are the most important aspect of the HFIs. In 

this paper only operational efficiency is taken to compare these institutions 

 

Operational efficiency is an important aspect of the performance of Housing Finance 

Institutions (HFIs) such as HDFC and LICHFL. Operational efficiency refers to the ability 

of an organization to use its resources effectively to achieve its goals. In the case of HFIs, 

operational efficiency can be evaluated by analyzing various operational metrics such as: 

 

1. Loan Processing Time: This measures the time taken by the HFI to process a loan 

application. A shorter processing time indicates that the HFI is able to process a 

larger volume of loan applications, leading to higher customer satisfaction. 

 

2. Loan Disbursement Time: This measures the time taken by the HFI to disburse the 

loan amount to the borrower after the loan application has been approved. A shorter 

disbursement time indicates that the HFI is able to provide timely financial 

assistance to its customers. 

 

3. Loan Servicing Efficiency: This measures the HFI's ability to service its loans 

effectively. This includes factors such as timely payment of EMIs, resolution of 

customer complaints, and effective management of defaults. 

 

REVIEW OF LITERATURE 

The problem of housing and housing finance is a nationwide problem. Review of literature 

has been done under the following headings: 

• Policies/Plans launched by Govt. 

• Cross-Country Experiences on Policy Measures for Promoting Housing Sector 

• Researches by different Research Scholars 

 

Srinivas, S.P. (2006) wrote a paper entitled “Is Housing Finance Safe as a House? Or 

Delinquency in Housing Finance” in which he revealed that disbursement of home loans 

increased at an increasing growth rate during the growth rate of disbursement in 2000-01 

compared to the earlier year was 13.7% which increased up to 76% in 2002-03.  

 

Kumar, Ashok (2008), wrote an article “The Future Outlook” in which he was of in the 

opinion that housing continues to be one of the thrust areas of the economy for the policy 

makers. Rising income levels coupled with increased rate of formation of new households 

has contributed to a steady growth in demand for housing. Added to this is a significant shift 

in home-ownership pattern with younger population are striving to acquire their own houses. 

This phenomenon of early purchase has resulted in increased demand for housing loans”. 

 

Batra, Vibha (2009) analyzed the growth trends in the domestic mortgage market, the 

financial performance of Housing Finance Com­panies (HFCs) over the financial year 2009 

and the current financial year. A significant increase followed by a decrease in interest rates, 
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slowdown in economic activity, correction in property prices in most geographies, and the 

introduction of “8% home loan schemes” have added interest­ing dimensions to the Indian 

mortgage finance market in the recent past.  

 

Study by Alok Kumar Mishra and colleagues (2020) entitled "Determinants of 

profitability of housing finance companies in India" - This study investigates the 

determinants of profitability of Housing Finance Companies (HFCs) in India from 2010-

2019. The authors find that loan growth, asset quality, capital adequacy, and efficiency are 

significant determinants of profitability. They also find that macroeconomic factors such as 

GDP growth and inflation affect HFC profitability. The study suggests that HFCs should 

focus on improving their loan growth, asset quality, capital adequacy, and efficiency to 

enhance their profitability. 

 

Study by Suvir Arora and colleagues (2020) - "Profitability of housing finance companies 

in India: An empirical analysis" - This study examines the profitability of HFCs in India 

from 2009-2018. The authors find that loan growth, asset quality, capital adequacy, and 

operational efficiency are significant determinants of profitability. They suggest that HFCs 

should focus on improving their loan growth, asset quality, and operational efficiency to 

enhance their profitability. 

 

Study by Rajeev Kumar Sharma and colleagues (2020) entitled "Operational efficiency, 

innovation and profitability: An empirical analysis of Indian housing finance sector" - This 

study investigates the impact of operational efficiency and innovation on the profitability of 

HFCs in India from 2011-2019. The authors find that operational efficiency and innovation 

positively affect HFC profitability, as they lead to cost savings, improved customer 

experience, and increased revenue. The study suggests that HFCs should focus on improving 

their operational efficiency and innovation to enhance their profitability. 

 

"Banking on housing finance: A comparative analysis of profitability and performance 

of housing finance companies vis-à-vis banks in India" by Suresh Kumar and 

colleagues (2020) - This study compares the profitability and performance of HFCs with 

banks in India from 2010-2019. The authors find that HFCs have higher profitability than 

banks, but also higher asset quality risks. They suggest that HFCs should focus on balancing 

profitability and risk to enhance their long-term performance. 

 

RESEARCH METHODOLOGY 

A variety of housing finance providers like commercial banks, insurance companies, term 

lending institutions, public and private housing finance companies are offering housing 

finance in the whole country. However, the following two institutions have been selected for 

the present research paper.  

 

• LIC Housing Finance Corporation Limited (Public Sector Enterprise) 

• Housing Development Finance Corporation (Private Sector Enterprise) 

 

The reason behind, is that LIC Housing Finance Ltd in case of Public Sector and HDFC Ltd 

in case of Private Sector are specially meant for housing finance sector. These institutions 

are the competitors of each other in this sector and have been taken up for the study to make 

a good comparison between public sector financial institutions (LICHFL) and private sector 

financial institutions (HDFC). 
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A research hypothesis is taken which is “There is no significant difference between the 

Operational Performance of HDFC and LICHFL.” 

This research paper is based on secondary data. Secondary Data relating to home loan 

disbursement, size and tenure of housing loan, interest rates, default rates, reasons for 

default, taxability, and exemptions/rebate/deductions from income tax and like were 

collected relating to the selected HFIs from regional offices of the selected HFIs, RBI 

Regional Office, State Planning Board, Bureau of Economics and Statistics, the publications 

and reports of various banks and other financial institutions and the Department of 

Economics and statistics. To check the operational performance of HFIs, different Housing 

Finance Schemes launched by them are compared. The primary objective of this research 

paper is to evaluate the operational performance of both the organizations, their schemes and 

to understand their utility in terms of quantum, time and method.The data of the last 6 years 

i.e. from 2015-16 to 2020-21 is taken to find out the trend and to draw the conclusions.  

 

Operational Performance Analysis 

Operational performance analysis typically involves evaluating how well an organization is 

managing its resources to achieve its goals and objectives. In the case of HFIs, the focus is 

on assessing how well they are managing their loan portfolio and servicing their customers. 

The following are some key performance indicators that can be used to analyze the 

operational performance of HFIs: 

1. Loan Growth: This measures the rate at which the HFI's loan portfolio is growing 

over a period of time. It is an important indicator of the HFI's ability to attract new 

borrowers and expand its customer base.2 

2. Asset Quality: This measures the quality of the HFI's loan portfolio in terms of the 

proportion of non-performing assets (NPAs) to total assets. A low NPA ratio 

indicates that the HFI is managing its credit risk well. 

3. Interest Spread: This measures the difference between the interest earned on loans 

and the interest paid on deposits. A high interest spread indicates that the HFI is 

earning a healthy profit margin. 

4. Efficiency Ratio: This measures the HFI's ability to manage its operating expenses 

relative to its revenue. A low efficiency ratio indicates that the HFI is managing its 

costs effectively. 

5. Customer Satisfaction: This measures the level of satisfaction among the HFI's 

customers. A high customer satisfaction score indicates that the HFI is providing 

high-quality service to its customers. 

6. Employee Productivity: This measures the productivity of the HFI's employees in 

terms of the number of loans processed per employee. A high employee productivity 

ratio indicates that the HFI is making efficient use of its human resources. 

 

Data Analysis  

The data of the above said period is taken and compared on the basis of various ratios of 

both the HFIs. To check the operational efficiency of these HFIs the following parameters 

are taken into consideration:   
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1. Interest Income and Turnover (Loan Outstanding) of HDFC & LICHFL  

 

Result of t-Test of Interest Income (%) of HDFC & LICHFL 

Group Statistics 

  

BANK N Mean 

Std. 

Deviation 

Std. Error 

Mean 

Ratio of Interest 

Income to Loan 

Out- standing 

HDFC 6 10.7733 0.72226 0.29486 

LICHFL 6 9.3833 0.57158 0.23335 

  

  t-test for Equality of Means 

t df 

Sig. (2-

tailed) 

Mean 

Difference 

Std. Error 

Difference 

Ratio of 

Interest Income 

to Loan Out-

standing 

Equal variances 

assumed 

3.697 10 0.004 1.39000 0.37603 

Equal variances 

not assumed 

3.697 9.498 0.005 1.39000 0.37603 

 

After analyzing the output from SPSS, we find the value of ‘t’ static is 3.697 both in case of 

equal variances assumed or unequal variances assumed which is more than the standard 

value to t0.05=2.228 when v=10 (degree of freedom). The Significance value (2-tailed value) 

is also less than 0.05. It is concluded from the above analysis that the difference of interest 

income (%) of both the HFIs is SIGNIFICANT.   

 

2. Operating Profit and Turnover(Loan Outstanding) of HDFC & LICHFL  

 

Result of t-Test of Operating Profit (%) of HDFC & LICHFL  

Group Statistics 

  

BANK N Mean 

Std. 

Deviation 

Std. Error 

Mean 

Ratio of Operating 

Profit to Loan Out-

standing 

HDFC 6 11.8950 0.77021 0.31444 

LICHFL 6 9.6867 0.51298 0.20942 

  

  
t-test for Equality of Means 

t df 

Sig. (2-

tailed) 

Mean 

Difference 

Std. Error 

Difference 

Ratio of 

Operating 

Profit to 

Loan Out-

standing 

Equal variances 

assumed 

5.845 10 .000 2.20833 .37780 

Equal variances 

not assumed 

5.845 8.707 .000 2.20833 .37780 
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After analyzing the output from SPSS, we find the value of ‘t’ static is 5.845 both in case of 

equal variances assumed or unequal variances assumed which is more than the standard 

value to t0.05=2.228 when v=10 (degree of freedom). The Significance value (2-tailed value) 

is also less than 0.05. It is concluded from the above analysis that the difference of operating 

profit (%) of both the HFIs is SIGNIFICANT. 

 

3. Net Profit and Turnover (Loan Outstanding) of HDFC & LICHFL  

 

Result of t-Test of Net Profit (%) of HDFC & LICHFL  

Group Statistics 

  

BANK N Mean 

Std. 

Deviation 

Std. Error 

Mean 

Ratio of Net 

Profit to Loan 

Out-standing 

HDFC 6 3.9333 0.15332 0.06259 

LICHFL 6 2.2100 0.34877 0.14238 

  

  t-test for Equality of Means 

t df 

Sig. (2-

tailed) 

Mean 

Difference 

Std. Error 

Difference 

Ratio of Net 

Profit to 

Loan Out-

standing 

Equal 

variances 

assumed 

11.080 10 0.000 1.72333 0.15553 

Equal 

variances not 

assumed 

11.080 6.863 0.000 1.72333 0.15553 

 

After analyzing the output from SPSS, we find the value of ‘t’ static is 11.080 both in case 

of equal variances assumed or unequal variances assumed which is more than the standard 

value to t0.05=2.228 when v=10 (degree of freedom). The Significance value (2-tailed value) 

is also less than 0.05. It is concluded from the above analysis that the difference of operating 

profit (%) of both the HFIs is SIGNIFICANT. 

 

4. Annual Growth Rate of Loan Sanctions  

 

Result of t-Test of Annual Growth Rate of Loan Sanctions of HDFC & LICHFL  

Group Statistics 

Annual 

Growth 

Rate of 

Loan 

Sanctions 

HFI N Mean Std. Deviation 

Std. Error 

Mean 

HDFC 5 18.6700 5.45896 2.44132 

LICHFL 5 21.8700 27.19690 12.16282 
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t-test for Equality of Means 

  

t df 

Sig. (2-

tailed) 

Mean 

Difference 

Std. Error 

Difference 

Annual 

Growth Rate 

of Loan 

Sanctions 

Equal 

variances 

assumed 

0.258 8 0.803 3.20000 12.40541 

Equal 

variances not 

assumed 

0.258 4.322 0.808 3.20000 12.40541 

 

The value of ‘t’ static of the Annual Growth Rate of Loan Sanctions is 0.258 both in case of 

equal variances assumed or unequal variances assumed which is less than the standard value 

to t0.05=2.306 when v=8 (degree of freedom). And the Significance (2-tailed) value is 0.803 

which is more than the 0.05. It is concluded from the above analysis that there is 

INSIGNIFICANT difference of Annual Growth Rate of Loan Sanctions of HDFC and 

LICHFL. 

 

5. Loan Disbursement 

 

Result of t-Test of Annual Growth Rate of Loan Disbursements of HDFC & LICHFL  

Group Statistics 

  

HFI N Mean 

Std. 

Deviation 

Std. Error 

Mean 

Annual 

Growth Rate 

of Loan 

Disbursements 

HDFC 5 18.5540 5.55758 2.48543 

LICHFL 5 25.9060 27.92121 12.48674 

  

t-test for Equality of Means 

  

t df 

Sig. (2-

tailed) 

Mean 

Difference 

Std. 

Error 

Difference 

Annual 

Growth Rate 

of Loan 

Disbursements 

Equal 

variances 

assumed 

0.577 8 0.580 7.35200 12.73170 

Equal 

variances not 

assumed 

0.577 4.316 0.592 7.35200 12.73170 

  

The value of ‘t’ static of the Annual Growth Rate of Loan Disbursements is 0.577 both in 

case of equal variances assumed or unequal variances assumed which is less than the 

standard value to t0.05=2.306 when v=8 (degree of freedom). And the Significance (2-tailed) 

value is 0.580 which is more than the 0.05. It is concluded from the above analysis that there 

is INSIGNIFICANT difference of Annual Growth Rate of Loan Disbursements of HDFC 

and LICHFL 
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6. Average Size of Loan 

 

Result of t-Test of Average Size of Loan 

Group Statistics 

  

HFI N Mean 

Std. 

Deviation 

Std. Error 

Mean 

Annual Growth 

Rate in Average 

Loan Size 

HDFC 5 8.2740 4.51860 2.02078 

LICHFL 5 8.2840 15.62263 6.98665 

  

t-test for Equality of Means 

  

t df 

Sig. (2-

tailed) 

Mean 

Difference 

Std. Error 

Difference 

Annual 

Growth Rate 

in Average 

Loan Size 

Equal 

variances 

assumed 

0.001 8 0.999 0.01000 7.27302 

Equal 

variances not 

assumed 

0.001 4.665 0.999 0.01000 7.27302 

 

The calculated value of ‘t’ static of the Annual Growth Rate of Average Loan Size is 0.001 

both in case of equal variances assumed or unequal variances assumed which is less than the 

standard value to t0.05=2.306  when v=8 (degree of freedom). And the Significance (2-tailed) 

value is 0.999 which is more than the 0.05. It is concluded from the above analysis that there 

is INSIGNIFICANT difference of Annual Growth Rate of Average Loan Size of HDFC and 

LICHFL. It means the both of the institutions under study are same as regard to Annual 

Growth Rate of Average Loan Size. 

 

7. Gross NPA to Advances Ratio 

 

Result of T-Test of % of Gross NPA to Advances of HDFC & LICHFL 

Group Statistics 

  

HFIs N Mean Std. Deviation 

Std. Error 

Mean 

% of Gross 

NPA to 

Advances 

HDFC 6 .7500 .04858 .01983 

LICHFL 6 .6633 .22304 .09106 
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  t-test for Equality of Means 

T df 

Sig. 

(2-

tailed) 

Mean 

Difference 

Std. 

Error 

Difference 

% of Gross 

NPA to 

Advances 

Equal 

variances 

assumed 

.930 10 .374 .08667 .09319 

Equal 

variances not 

assumed 

.930 5.473 .392 .08667 .09319 

  

After analyzing the output from SPSS, we find the value of ‘t’ static is 0.930 both in case of 

equal variances assumed or unequal variances assumed which is less than the  standard value 

to t0.05=2.228 when v=10 (degree of freedom). The Significance value (2-tailed value) is also 

more than 0.05.  It is concluded from the above analysis that the difference of % of Gross 

NPA to Advances of both the HFIs is INSIGNIFICANT. 

 

8. Net NPA to Advances Ratio 

 

Result of T-Test of % of Net NPA to Advances of HDFC & LICHFL 

Group Statistics 

  

HFIs N Mean Std. Deviation 

Std. Error 

Mean 

% of Net 

NPA to 

Advances 

HDFC 6 .4533 .04131 .01687 

LICHFL 6 .2167 .13003 .05308 

  

  t-test for Equality of Means 

t df 

Sig. (2-

tailed) 

Mean 

Difference 

Std. Error 

Difference 

% of Net NPA 

to Advances 

Equal 

variances 

assumed 

4.249 10 .002 .23667 .05570 

Equal 

variances not 

assumed 

4.249 5.999 .005 .23667 .05570 

  

After analyzing the output from SPSS, we find the value of ‘t’ static is 4.249 both in case of 

equal variances assumed or unequal variances assumed which is more than the standard 

value to t0.05=2.228 when v=10 (degree of freedom). The Significance value (2-tailed value) 

is also less than 0.05. It is concluded from the above analysis that the difference of % of Net 

NPA to Advances of both the HFIs is SIGNIFICANT. 
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9. Profit Per Employee 

 

Group Statistics 

  HFI N Mean Std. Deviation Std. Error Mean 

Profit Per 

Employee 

HDFC 6 224 47.34131 19.32701 

LICHFL 6 73.0567 10.54403 4.30458 

  

t-test for Equality of Means 

  

t df 

Sig. (2-

tailed) 

Mean 

Difference 

Std. Error 

Difference 

Profit Per 

Employee 

Equal 

variances 

assumed 

7.623 10 0.000 150.94333 19.80057 

Equal 

variances not 

assumed 

7.623 5.495 0.000 150.94333 19.80057 

 

After analyzing the output from SPSS, we find the value of ‘t’ static is 7.623 both in case of 

equal variances assumed or unequal variances assumed which is more than the  standard 

value to t0.05=2.228 when v=10 (degree of freedom). The Significance value (2-tailed value) 

is also less than 0.05. It is concluded from the above analysis that the difference of profit per 

employee of both the HFIs is SIGNIFICANT. 

 

Testing of Hypothesis 

H0 There is no significant difference between the Operational Performance of HDFC 

and LICHFL. 

 

The above Null Hypothesis had been taken. To test whether the Hypothesis had been 

accepted or rejected, the secondary data collected from the annual reports of the HDFC and 

LIC HFL is compared on the basis of different parameters and t-test is used to check each 

parameter. And the result got from the t-test on different parameter is summarized in the 

following table: 

SN Parameter or 

basis of comparison 

Value 

of ‘t’ 

Signifi

cance 

Value 

Conclusion 

1. Interest Income to Loan Out-standing 

Ratio 

3.697 0.004 SIGNIFICANT 

2. Operating Profit to Loan Out-standing 

Ratio 

5.845 0.000 SIGNIFICANT 

3. Net Profit to Loan Out-standing Ratio 11.080 0.000 SIGNIFICANT 

4. Annual Growth Rate of Loan Sanctions 0.258 0.803 INSIGNIFICANT 

5. Annual Growth Rate of Loan 

Disbursements 

0.577 0.580 INSIGNIFICANT 

6. Annual Growth Rate of Average Loan 

Size 

0.001 0.999 INSIGNIFICANT 

7. Gross NPA to Advances Ratio 0.930 0.374 INSIGNIFICANT 
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SN Parameter or 

basis of comparison 

Value 

of ‘t’ 

Signifi

cance 

Value 

Conclusion 

8. Net NPA to Advances Ratio 4.249 0.002 SIGNIFICANT 

9. Profit per Employee 7.623 0.000 SIGNIFICANT 

 

The overall results regarding the significance of difference are summarized in the following 

table.  

  Significant Insignificant Total 

Number 5 4 09 

Percentage 55.56 44.44 100 

 

It is very much clear that the share of parameters is more than 50% who advocate that the 

difference between the operational performances between these two HFIs is SIGNIFICANT. 

 

Therefore, it may be concluded that there is a SIGNIFICANT difference between the 

operational performance of the HDFC and LICHFL.  
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