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 State-level industrial development banks are:
 1. The SFCs and
 2. The SIDCs/SIICs.
At the state-level, too, there is a combination of financing agencies and industrial development banks, mainly for the development of medium and small-scale industries in respective states, with some emphasis on the industrial development of their backward regions. They are State Financial Corporation’s (SFCs) which are primarily financing agencies. Besides, most individual states have either a State Industrial Development Corporation (SIDC) or a State Industrial Investment Corporation (SIIC). In 1994-95, there were 18 SFCs and 26 SIDCs/SIICs. We study the two kinds of institutions separately.

1. The SFCs:
The SFCs came to be organized in individual states after the enabling Central Act to this effect came into force in August 1952. They are state-level organizations for the provision of term finance to medium and small scale industries. The share capital has been contributed by the state governments, the RBI (transferred to the IDBI after its separation from the RBI in February 1976), the IDBI, scheduled banks, insurance companies, and others.

The control of SFCs is shared by the state governments and the IDBI. At the end of March 1995, the total paid-up capital and reserves of all the SFCs stood at about Rs. 1,200 crores. The two most important items of liabilities were bonds and debentures and borrowings from the IDBI. The IDBI, which is the main source of loans, provides funds mainly in the form of refinance. It also administers the International Development Association (IDA) credit to them in the form of foreign currency loans. The SFCs also borrow from the SIDBI and IDBI.

The SFCs are authorized to provide financial assistance in all the four major forms, namely loans and advances, subscription to shares and debentures, underwriting of new issues, .and guarantee of loans from third parties and deferred payments. As in the case of all-India development banks, the bulk of the SFC finance (about 90 per cent) is made available in the form of loans and advances. They have not yet developed much other forms of financial assistance.
The SFCs are playing an increasingly important role in the development of medium and small industries. A major part of their credit goes to small-scale industries. Up to March 1995, cumulative sanctions and disbursements of financial assistance had aggregated about Rs 19,000 crore and Rs. 15,000 crore, respectively. Liberal assistance is given to technician entrepreneurs and to industrial units in specified backward areas. The latter are given finance on concessional terms. Industry-wise assistance is getting more diversified.

The operations of the SFCs suffer from a very high ratio of over-dues/defaults, excessive concentration of loan finance, weak promotional role, and delays in sanctioning and disbursing assistance. The calibre of their personnel is relatively poor and needs to be upgraded through training and proper recruitment. The removal of these and other operational and organisational deficiencies is essential for making the SFCs play their assigned roles better.

2. The SIDCs/SIICs:
The SIDCs/SIICs came on the scene much after the SFCs. Whereas the SFCs of the state governments and IDBI (earlier, the RBI) the SIDCs/SIICs have been set up entirely by state governments. Besides providing finance, these institutions perform a variety of functions, such as arranging for land, power, roads, licenses for industrial units, sponsoring the establishment of such units, especially in backward areas, etc.

They score over other development banks in that about one-third of their total finance is provided in the form, of underwriting/direct subscription assistance and only about two-thirds of it in the form of term loans. Since inception up-to March 1995 the total amount of assistance sanctioned and disbursed by them was about Rs. 9,800 crores and Rs. 7,000 crores, respectively.

A significant part of this assistance goes to units in the joint sector and the public sector and only the rest to the units in the private sector. The funds are raised from the usual sources, viz., share capital and reserves, borrowings from the IDBI, the state governments and banks, and bonds and debentures. These institutions also suffer from the problems of defaults, inadequate and inexperienced staff, and organizational deficiencies.

Objectives of  State Finance Corporation

1. Provide   term loans for the acquisition of land, building, plant and machinery.

2. Promotion of self-employment.

3. Encourage women entrepreneurs.

4. Expansion of industry.

5. Provide seed capital assistance.

Functions of the State Corporations:
State Finance Corporations provide financial assistance either by way of granting loans or advances or subscribing to debentures of industrial concerns, or by guaranteeing loans raised by industrial concerns or by underwriting the stocks, shares, bonds and debentures. The corporation can assist private limited concerns and partnership firms as well. The loans are granted against mortgaged assets and technical soundness of the project is given foremost consideration while granting loans.

The management of the corporation is run by a Board of Directors. The Managing Director is always appointed by the State Government concerned. State financial institutions are represented by three Directors on the Corporation. The Corporation has advisory committees to assist the Board of Directors for arriving at a decision.

The total effective loans disbursed by the Corporations since their inception to the end of 1972-73 amounted to Rs. 37,115 lakhs. In 1973-74 Corporations combined together sanctioned loans amounting to Rs. 99.7 crores. The Corporations had outstanding loans amounting to Rs. 215.3 crores at the end of March 31, 1974. Since then both the sanctions as well as outstanding loans are increasing. Textiles, food products, chemicals, fertilisers and metal Industries received maximum loans. Medium industries were more benefited than small scale industries in grant of loans.

The Corporations have played really an important role in meeting medium term financial needs of medium sized industrial concerns. The Corporations have formulated special schemes for assisting technician entrepreneurs during the course of last few years. They charge a minimum of 7.5% rate of interest on the loans advanced.

Role of State Finance Coroporation

The Micro, Small & Medium Enterprises (MSMEs) sector is one of the fastest growing industrial sectors in the world economy; the Indian scenario is no different. The contribution of MSMEs to our national economy in terms of creating a vibrant manufacturing sector, winning the global market through increased exports, employment generation etc. has been highlighted on many occasions. Given the expectations from the MSMEs sector to contribute towards achieving India's targeted economic growth rates of 9%-10%, there is a need to address the problems faced by them. MSMEs in India are mostly in the unorganized sector and are the source of livelihood for millions of people. The social contribution made by MSMEs is even more significant than its economic contribution. Within the MSMEs sector, the small sector serves as a seed-bed for nurturing entrepreneurial talent and originating units to grow eventually to medium and large enterprises. The promotion ofMSMEs, therefore, becomes a major area for policy focus. Regeneration of MSMEs must receive public support particularly for the village, cottage and micro level enterprises. Despite their economic significance, MSMEs face a number of bottlenecks that prevent them from achieving their full potential.
Objectives of SIDC

1. The main objective of SIDCO is to stimulate the growth of industries in the small scale sector

2. To provide infrastructure facilities like roads, drainage, electricity, water supply, etc is one of the primary objective of SIDCO.

3. To Promote industrial estates which will provide industrial sheds of different sizes with all basic infrastructure facilities.

4. To Provide technical assistance through training facilities to the entrepreneurs.

5. To Promote skilled labor through the setting up of industrial training institutes

Functions of SIDC
· SIDC supplies scarce raw materials:
Some of the scarce raw materials are procured by the corporation either from the domestic market or from abroad and are provided to the needy small scale industries. For this purpose, SIDCO has a number of raw material depots and these depots are procuring various scarce raw materials, as per the requirements of small scale industries in the state.

· SIDC provides marketing assistance:
In order to provide an efficient marketing support to small scale industries, the corporation has taken up various schemes. In fact, the corporation participates in the tenders floated by the state government departments and also with the DGS & D (Director General of Supplies and Disposal). SIDCO makes advance payments for obtaining orders and distribute them among the various small scale units. SIDCO also arranges for buyer — seller meets frequently.

· SIDC assists in Bills discounting:
When small scale units supply goods to government departments, there is a delay in receiving payments. In such a situation, the bills drawn on government departments will be discounted by SIDCO and upto 80% of the bill value is given to the supplier. This helps the SSI units in solving their working capital crisis.

· SIDC provides Export marketing assistance:
To promote export marketing among the small scale industries, SIDCO has developed websites because of which it is able to display the products of the small scale industries in foreign markets and obtain export orders. Once an export order is obtained, the Common export manager of SIDCO will make arrangements for extending various services for export of the product. SIDCO also helps in the small scale units taking part in the international trade fair at New Delhi, PragatiMaidan so that the products of small scale industries of Tamilnadu are displayed.
· SIDC set up Captive power plants:
In order to provide uninterrupted and good quality power supply, SIDCO has taken up a plan to set up captive power plants in major industrial estates. It is now planning to set up these plants in 10 industrial estates.

· SIDC promotes skill development centres:
In an effort to supply skilled laborers to various small scale industries, skill development centres are being set up in various industrial estates which will be training workers in varied industrial activities and they will be trained in modern skill.

· SIDC promotes women entrepreneurs:
In addition to the above, in order to promote women entrepreneurs, a separate industrial estate for women has been set up at Tirumullaivoyal, near Chennai, where women entrepreneurs are trained in various fields of small scale industries.

Role of SIDC

The State Industrial Development Corporations have been set up by the State Governments as companies wholly owned by them. At present, 22 such SIDCs are functioning in India. SIDCs are not merely financing agencies, but are intended to act as instruments for accelerating the pace of industrialization in the respective States.

Besides providing financial assistance to industrial concerns by way of loans, guarantees and underwriting of or direct subscriptions to shares and debentures, the SIDCs undertake various promotional activities such as conducting techno-economic surveys, project identification, preparation of feasibility studies, selection and training of entrepreneurs. They also promote joint sector projects in association with private promoters. In such projects SIDCs take 26% private co-promoter takes 25% of the equity, and the rest is offered to the investing public.

SIDCs also undertake the development of industrial areas, construction of sheds and provision of infrastructural facilities .and also the development of new growth centers. They also administer various State Government incentive schemes.

TIIC(Tamilnadu Industrial Investment Corportion)

The Tamilnadu Industrial Investment Corporation Limited (TIIC) is a Government Company incorporated under The Companies Act. TIIC is considered as one of the State Financial Corporations for extending financial assistance towards creation of fixed assets for starting new industrial units as well as for expansion, modernization and diversification of existing units as well as working capital term loan assistance. Lending to service sector projects like hospitals, hotels, convention centres, commercial complex etc., Tamilnadu Industrial Investment Corporation [TIIC] was established in 1949 as a term lending institution for promoting micro, small and medium scale industries (MSME) in Tamilnadu under the provisions of the State Financial Corporations Act, 1951. 
Objectives of TIIC
The main objective of the Institution is to provide financial assistance on long and medium term basis for the purpose of creating fixed assets in the shape of land, building and machinery for starting new industrial units as well as for expansion, modernisation and diversification of existing industrial units.   TIIC also provides assistance in the form of Equipment Leasing and Hire Purchase besides the traditional term lending and equity assistance.

Functions of TIIC
Employment
Limits of sanctions and disbursements  
Financial Highlights
Resources 

Pattern of Share Holding
Bonds 

Refinance
Role of TIIC
The TIIC has played a major role in the achievement of rapid and high quality industrial growth in Tamilnadu and has emerged as a premier state level financial institution. TIIC has also gained a prominent place by being an integral part of the development financing system in the country. The TIIC is well spread all over Tamilnadu with its 25 branch offices, 5 field offices and 6 regional offices. It offers various package of financial assistance to the entrepreneurs to enable them to transform their project ideas into reality. The corporation has launched entrepreneur-friendly products and schemes to provide term loans, working capital term loans and special and seed capital assistive to suit the needs of various categories of entrepreneurs. This study provides an instant picture of the performance of the TIIC during the last 14 years. The Financial Corporation is also suffering huge losses and facing various financial challenges due to sicknessin industries in Tamilnadu.
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