- - h

19. 36,3:
Se S \ S,
Ass?:;::::f Technical Scheme: Equipment Finance: F, \
Industry to Technically qualified or procurement of NeW maching
experienced professionals — equipment by existin

units — up to Rs, 90 |§£Q?U8tr‘|al

e

Quality Control Equipment. 10

Rs. 4 lakh is available on soft assistance for setting yp Quality
terms along with term loan for | control facility by existing ang z
technically qualified or SS1units — up to R, 7.50 g, ™

experienced persons.

Assistance to Ex-Service

upto Rs. 7.50 takh.

Special Capital Scheme: Soft
loan assistance up to

Seed Capital Scheme:

Assistance towards equity on men;
soft terms up to Rs. 15 lakh Term loan up to Rs. 9 fakh and ée
along with term loan for capital up to Rs. 1.80 lakh foy oy
techrically qualified or self-employment. fing
experienced persons.

Composite Loan Scheme: Single Window Scheme: Botp, terin

loan and working capital together
new tiny and small-scale irldustré.alQ
units — up to ' :

Rs. 7.50 lakh towards term Jogp and
up to Rs. 3.75 lakh towards wor
capital.

Both equipment finance and
working capital up to

Rs. 50,000 for artisans and
rural industries.

king

- ___--""---
Tourism Related Facilities: Up 1,

~Rs. 90 lakhs available for tourism
related business ventures.

Disabled Entrepreneurs:
100% finance up to Rs. 50,000
to disabled entrepreneurs.

—

Mahila Udyam Nidhi Scheme: To ga
up new industrial projects in SS|
sector by women entrepreneurs,

Modernisation: For replace-

ment/renovation of equipment
for successful units which are in [
existence since 5 years — .
assistance up to Rs. 90 lakh.

Electro-Medical Equipment:
For qualified Doctors/private
nursing homes — up to Rs. 90
lakh.

National Equity Fund Scheme:
Assistance towards equity for new
projects tiny and small-scale sector
— up to Rs. 75,000.

Nursing Homes/Hospitals: Assistance for Marketing: (a)
Assistance for full-fledged 4 Maximum assistance up to Rs. 3
nursing homes and hospitals lakhs per sales van, not exceeding
— up to Rs. 90 lakh, six vehicles per borrower. (b)
Assistance up to Rs. 7.50 lakh for
setting up new sales outlets.

—

1. INDUSTRIAL FINANCE CORPORATION OF INDIA {IFC)

Incorporation and Purpose
the

' The Indus.tri.al Finance Corporation of India (IFCI) was established in 1948 under an Act of Parliament with i
object of providing medium and long-term credit to industrial concerns in India. IFCI transformed into a CC'TP"“’:]’1
from 21st May, 1993 to provide greater flexibility to respond to the needs of the rapidly changing financial systeft:

-
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«d of Directors consists of a whole-time Chairr.n

e 0d mment after consultation with the IDB]

i ovIeDBI_ Two directors are nominateq
szr by thcshar,eholders other than the IDB].
0% by ' :
glﬂcwd il assistance provided by the IFC] ¢y be in one o
| jnan

Fin upee a1 foreign currency term loans

A0 and tweyq
Two directorg a . dlrec,‘ors- Th Airmay, i
by the Cenry Governmep, T nated by gy Centra] oPPOinted by ¢y
ment ang four by the IDBr;} lgovernment and
- " O Direyqp
dre
more of (e following forms.

Underwriting of share and debentyre issues
-

Direct subscription to equity

ntee's
_ (Guara
Soft loans

Equipment financing

projects costing upon Rs 300 lakh are financeq by th
porations and Commercial banks under the rof:
ggﬂr[‘; akh are considered for assistance by the IFCI.

g to debentures repayable within g period not exceeding 25
(1948)

(b) Underwriting the issue of stock, shares, b
retain any shares, etc., which it may have had

f its underwriting liabilities beyond a
period of 7 years except with the permission ;

of the Central Government, (now the IDBI)
(¢) Guaranteeing loans — ‘

(i) raised by industrial concerns w

hich are repayable within a period not exceeding 25 years and are floated
in the market, -

(1948)
(ii) raised by industrial concerns from scheduled banks or state cooperative banks. - (1960)
(d) Guaranteeing deferred payments due from any industrial concern —
(i) Tn connection with the import of capital goods from outside India.
(i) In connection with the purchase of capital goods within India.

(e) ised from, or credit managements
Guarameeing loans (with the prior approval of the Central Goverpment) raise I dusl,l'iﬂl concerns in foreign
made with, any bank or financial institution in any country outside India by In (1960)
Cllrrency_ - for R construction

; ¢ for Re
Cti : G 8 1, for the Intcrnat:onal.B“"L . (1952)
Mg as agent for the Central Government or, with its approval, bscribed by either of them-
e €velopment (IBRD) in respect of loans granted or debentures subs (1960)
(&) s

Ubscribing to the stock or shares of any industrial concern.

|
Scanned with CamScanner



5 -
wnctions qud Lending Potici
i ol hmlte:d company or co-operative society incorporated and registered in India which IS engaged, or Proposeg,
€ngage itself, in the manufacture, preservation or processing of goods, or in the shipping, mining or hote] industry °
In the generation or distribution of electricity or any other form of power, 15 eligible for financial assistance frop, 'u?r
Cooperation on the same basis as industrial projects in the private and joint sectors. ) e
Public sector projects are also eligible for financial assistance from the Corporations on the same bagsis » indus[ria]

Projects in the private and joint sectors.

The assistance may take the form of long-term loans, both in rupees and foc;"eéig r:utrr;encnes: the “"def“’riting o
equity, preference and debenture issues; subscribing to equity, preferencl:’, and ) I;:;.; z Zap'tal’ Buaranteeing
deferred payments in respect of machinery imported from ab'road or purchase f!n tli ,C ¢ guaranteeing of loang
raised in foreign currency from foreign financial institutions. Financial assistance from the Corporation is available f,,

the setting-up of new industrial projects and for the expansion, diversification, renovation or modernisation of cxjsﬁng

ones.
Financial assistance on concessional terms is available for the setting-up of new industrial projects in iﬂdustria]]y

less developed districts in the States/Union Territories notified by the Central Government.

Seuxces of Funds

' The main sources of funds of the Corporation — other than its own capital, retained earnings, repayment of loans
and sale of investments are borrowings from the market by the issue of bonds, loans from the Central Government and

foreign credits.

In its development role, the Industrial Finance Corporation has undertaken various promotional activities, Tpe
resources for financing such activities come from the Benevolent Reserve Fund which was created in terms of an
amendment of the IFC Act in 1972, and from the allocation of the Interest Differential Funds by the Government. The
Interest Differential Funds are received in the form of loans and grants on a 50:50 basis under an agreement entered
into by the Government of India with the Government of the Federal Republic of Germany in respect of lines of credit
from the Kreditarnstalt fur Wideraufbau allocated to the Corporation from time to time. The promotional activities
undertaken by the Corporation — which are, no doubt, still modest in their scope — are in consonance with the
measure which need to be taken to achieve the objectives of broadening the entrepreneurial base in the country,
particularly in less developed areas. The promotional activities undertaken by the Corporation are briefly reviewed

here.

The Corporation’s Technical Assistance Scheme for training middle level executives of the State financial and
development agencies and the senior executives of these organisations continue to elicit a good response because it has
been found to be very useful. Since the inception of the scheme in 1971, 78 middle level executives from 33 state level
institutions and 43 senior executives from 28 state level institutions have availed themselves of the scheme, which aims

at acquainting them with the policies, procedures and practices of the Corporation.

New Promotional Schemes

. In 1989, the Corporation framed two new schemes of promotional activities which encourage new entrepreneurs
and technologists to set up their own industries, and which assist in the growth of indigenous technology and small
industries. The scheme for encouraging the development of ancillary industries was liberalised.

The present position is that IFCI has fourteen Promotional Schemes, of which eight are consultancy fee subsid:t’
schemes, four interest subsidy schemes and two entrepreneurship development schemes, as per details given below:
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Fee Subsidy Schemes

(ol f Subsidy to Small Entrepreneurs in the Rural, Cottage, Tiny and Smal] Se
eo0
-~

g i ‘
eulilliy Studics, €1

s
and Fli Lf Subsidy for Consultancy to Industries based on or related to Agriculture, Horticulture, Sericulture
chem '

~ gnd Pisciculture. . . :
anh e of Subsidy for Promotion of Ancillary and Small Scale Industries.
. Sché

| neme of Subsidy to New Entrepreneurs for Meeting Cost to Market Research/S
- 221@111"* of Subsidy for Providing Marketing Assistance to Small Scale Units.
: gcheme of Subsidy for Consultancy on Use of Non-Conventional Sources of Ener
Measures.
__ scheme of Subsidy for Control of Pollution in the Village and Small Industries Sector,
_ Own generation by way of repayment of past borrowings and plough-back of profits.

uonest Subbsidy. Schemes

— Scheme of Interest Subsidy\for Self-Development and Self-
— Scheme of Interest Subsidy for Women Entrepreneurs.

v
f

ctors for Méeting Cost of

¢ Subsidy for Consultancy to Industries relating to Animal Husbandry, Dairy Farming, Poultry Farming

urveys.

gy and Energy Conservation

Employment of Unemployed Young Persons.

— Scheme of Interest Subsidy for Encouraging Quality Control Measures in Small Scale Sector.
— Scheme of Interest Subsidy for Encouraging the Adoption of Indigenous Technology.

&mpmmuﬁtp Development Schemes

— Scheme for Encouraging Entrepreneurship Development in Tourism and Tourism-

-~ Sch'cme for Encouraging Self-
Rationalisation in a Sick Industri

related Activities.

Employment amongst Persons Rendered Jobless due to Retrenchment or
: al Unit in the Organised Sector Undergoing a Process of Rehabilitation/Revival.
Iﬂg:[‘:eifsl}lsllﬂtancy Fee Subsidy Schemes are aimed at providing subsidised consultancy services to industrial units,
Bibuigy SCL age and Small Industries (VSI) sector through Technical Consultancy Organisations (TCOs). The Interest
fout, Wml;‘:ﬂts.are intended to provide encouragement to self-development and self-employment to unemployed
. The n eutreprt?neurs, adoption of quality control measures, harnessing the indigenously available techqol.qu

@n the gpy -Pl'eneurshxp Development Schemes envisage giving impetus to self-employment in tourism related activities

pemmﬁ:cale Sector, _and help in mitigating the sufferings of people, who have to face retrenc.hment due to
ofre ining o o modernisation, rehabilitation and revival plans in the case of potentially viable sick units, by process

t self-employment avenyes. _

2,
THE NATIONAL BANK FOR AGRICULTURE AND RURAL
" DEVELOPMENT
“hjc.:::z Preﬁl’ﬂble to

the i i e and Rural Development Act 1981, sets out the G
Nt s for estap, ishin:I ff:?::;li;::tli{tﬁiroﬁg;‘f:ﬁg:c, ‘An Act to establish a bank to be known as the "/ gFamem\;
slllall.sqa'1 a‘}k ongriculture and Rural Develc;pment for providing credit for the promotion of agriculnfre, F (@
%n" ‘ce "! Ustries, Cottage and village industries, handicrafts and other rural crafts and other allied
mui“ﬂt actwities-in rural areas with ag view to promoting integrated rural development and securing R s
! ofrurg areas, and for matters connected therewith or incidental thereto.’

Financlal Institutions [ a7
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Eotablishment of the National Bank
_ Development (commonly known ag ‘NABARD,

The establishme t of i ank for Aericulture and Rural _ :
and referred as the ;!atiot::l B];I;trlin]ﬂ; ]tahis book)bwas_ the outcome of the accep;an;:esgfutt?sn;clc:gmgendation in thig
behalf contained in the Interim Report of the Committee to Review Afrangeﬂgmf (;rGr;vernment inrel 91;;01- Agri‘:“]ture
and Rura] Development constituted by the Bank in consultation with the dt:l?er;ational BSHE e t- Th_e Bill fy,
setting up the institution was passed by the Parliament in December 1981 an nto exist,
July 12, 1982.

NABARD came into being with the avowed objective of pr

oviding focused and un divided attention to the dc"’elopmem

of rural India which was, and even now is, crucial to the country's cconommﬁgﬁtﬁ;fg jl:!::)B‘tcljn?ost manda.te touche
practically every aspect of rural life. As its mission statement u?dcrscores. - ?nsti:utci sus:itamable and
equitable agriculture and rural prosperity through effective credit support, rela ? on development

and other innovative initiatives. )

The Committee envisaged that the new apex bank would be an orga.nisar.ional service for providing undivideq
attention, forceful direction and pointed focus to the credit problem arising out of the integrated approac!} to rura]
development. The committee recommended that the new bank takt? over .from tl?e Reserve Bank, the c'Jverseclmg of the
entire rural credit system, includirg credit for rural artisans and village IndU'Stfl'eS- and th‘? S-tatumry inspection of co-
operative banks and Regional Rural Banks on an agency basis, the Bank continuing to I‘fﬂtallll its essentlfil controls, The
new bank was to have organic links with the Reserve Bank by virtue of the latter contributing half of its shgre capital
(the other half being contributed by the Central Government), and three members of the Central Bc_iard of Dllrectors of
the Reserve Bank being appointed on its board, besides a Deputy Governor of the Reserve Bz_lnk being appointed as its
chairman. The Committee envisaged the role of the Reserve Bank as one of spawning, fostering and nurturing the new
bank, in much the same way as it did earlier in the case of the Agricultural Refinance and Development Corporation,

On its establishment, the National Bank has taken over the entire undertaking of the Agricultural Refinance and
Development Corporation and has taken over from the Reserve bank its refinancing functions in relation to the State
Co-operative Rural Banks. This Bank is now the coordinating agency in relation to the Central Government, Planning
Commission, State Governments and institutions at all-India level and State-level engaged in the development of small-
scale industries, village and cottage industries, rural crafts, etc., for giving effect to the various policies and programmes

relating to rural credit.

The capital of the National Bank is Rs. 330 crores, subscribed by the Central Government and the Reserve Bankin
equal proportions. In terms of the Act, the Board of Directors will consist of fifteen members to be appointed by the
Central Golvernment in consultations with the Reserve Bank may maintain and will comprise, beside the chairman and
the managing director, three directors from the Central Board of the Reserve Bank, three officials of the Central
dGovclrnment, two officials of the State Governments and five directors from among experts in rural economics, rural
0;:;;6 ?E:;»kfslif;?(!rafts and village and cottage industries, etc., and persons with experience in the working of ¢©-
6% the directorm ot t;tzn‘ll:[ne'l‘clallbanks. The Act provides for constitution by the Board of an Advisory Council con§zstm§
useful to the bank. to ‘enztnon‘aj Bank and other persons having special knowledge of subjects which is con51.derf:”
perform function » 0 iender advice and discharge many functions allotted to it. In effect, the Advisory Council ¥!

§ similar to those entrusted to the Agricultural Credit Board set up by the Reserve Bank.

-Operative Banks, Regj
a wide range of pufgﬁal Ru?l Banks And any financial institutions approved by the Reserve Ban
poses, including marketing and trading, relating to rural economy. These shortté™

loans granted to St i
ate Co- : ?
. Co-operative Banks and Regional Rural Banks, in so far as they relate to the financiné 2
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operations Of marketing of crops, can be converted by the National Bank in
agﬂcultur | exceeding seven years under conditions of drought, famine or other financing o
Penﬂd no ¢ crops, can be converted by the National Bank into medium-term loans for p

stine O = % i i .
maILﬂTﬂ-ﬂ conditions of drought, famine or other natural clamities, military operations or enemy action. Likewise, the
u L

® | Bank may also provide assistance by way of loans and advances up to seven years to the financing institutions
Nationd! satisfied that owing to unforeseen circumstances the rescheduling of any short-term loans and advances
where 1t ;:tisaﬂs* small-scale industries, village and cottage industries etc., by the financing institutions is necessary
made mﬁonal Bank can grant medium-term loans to the State Co-operative Banks and Regional Rural Banks for periods:
eNdﬂina from 18 months to 7 years for agriculture and rural development and such other purposes as may be
z:z;niﬂ:d by it from time to time subject, in the case of loans to State Co-operative Banks, to their being fully

qaranteed by the State Governments as to the repayment of principal and payment of interest. Such guarantees can,
;wem, be waived by the National Bank in certain circumstances.

to medium-term loans for
f agricultural operations or
eriods not exceeding seven

gars

The National Bank is empowered to provide by way of refinance assistance, long-term loans extending up to a
naximum period of 25 years including the period of rescheduling of such loans, to the State Land Development Banks,
Regional Rural Banks, Scheduled Commercial Banks, State Co-operative Banks or any other financial institutions
approved by the Reserve Banks, for the purpose of making investment loans, as well as for giving loans to artisans,
small-scale industries, village and cottage industries, etc. It may also give short-term loans along with long-term loans
vhere such composite loans are considered necessary. Loans for periods not exceeding 20 years can be made to the
State Governments to enable them to subscribe directly or indirectly to the share capital of co-operative credit societies.

Moreover, the new bank can contribute to the share capital or invest in the securities of any institution concerned with
agriculture and rural development.

Since inception NABARD's efforts and endeavours have ushered in integrated rural development leading to equitable
giowth, reduced rural unemployment and a stronger rural economy. ;

* Assisted 329.90 lakh households through 2238 lakh SHGS.

* Assisted women entrepreneurts in rural areas.

* Sanctioned Rs.51,283 crore for 2,44,651 projects covering irrigation, rural roads and bridges etc.

* Generated employment for 2334 lakh persons with 10.95 lakh units in 105 districts under DRIP programme.

* Provided rural employment through Cluster Development, Rural Haats, Rural Entrepreneurship, Rural

Industrialisation, Skills Upgradation of Handloom Weavers.
Following schemes are under operation:
Mtratting Youth to Rural Non-Farm Sector

The need to promote highly labour intensive industries in rural areas to open wide range of avenues for employment

.- Tural youth can hardly be overemphasized. And so NABARD has formulated a number of schemes to suit rural

” sans, crsfftsmen and others. Schemes like Assistance to Rural Women in Non-Farm Development (ARWIND), Assistance

{DEWa;kEKI“B of Non-Farm Products of Rural Women (MAHIMA), Development of Women through /Area programme
A) have been des; gned to provide exclusive support to various activities undertaken by women in rural areas.

Disty
"¢t Rural Industries Project (DRIP)

u"‘Ma‘!ﬂ.‘n"xl;u) launched DRIP, an integrated area-based credit intensification programme, in collaboration with

bi “Mment, banks and other development agencies with focus on district. It was introduced in 1993-94 with the

0 g Sk St . Fapan
Jective of creating sustainable employment opportunities in rural areas. Today, it is being implemented in 106 districts
OVer the country.

u E
" E““’“Preneurship Development Programme (REDP)

5 It wag felt necessary to develop the entrepreneurial skills of the rural youth. REDP is a promotional programme
y fspor:ecl by NABARD to motivate and train educated unemployed rural youth, to set up their own enterprises. So far,
13 fakg persons have been trained under the programme under 7.159 REDPs.

Financial Institutions 499
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] | Non-farm products since marketi

for marketing of Rural f . : N
eﬁ?;“ﬂﬁasi" port of NABARD under its various prornotmnal programmes

i P d entrepreneurs can get a larger .

Marketing

_A number of marketing interventions hav

is a key factor in the success of any programime. .

: o a eeo . it tisans an

like Rural Haats, Rural Marts, participation in fairs, exhibitions €tc. ru::: armarkets
market for their produce and showcase their talent to urban and upcountry

B

NABARD has constituted the “NABARD.
n-Farm and Micro-Finance Sectors
Government Institutions, corporate
involved in development of new

Rural Innovation Fund
g g t and Cooperation (SDC),
In association with Swiss Agency for Development a P - From, No

SDC Rural Innovation Fund (RIF)” to support innovative projects 11

iti on-
leading to creation of livelihood opportunities for the poor. Government and N n-
an avail funding support for activities

bodies, financial institutions and individuals ¢ . their focus
products, processes, prototypes, technology etc. which have the poor 1n thel y

a1 Bank will borrow funds from the Reserve Bank in the form of a line of
rmitted the Reserve Bank to grant short-term

Resouxnces

For its short-term operations, the Nation

credit under Section 17 (4E) of the Reserve Bank of India Act which pe : '
Joans to the Agricultural Refinance and Development Corporation earlier, and which has now been amended suitably by

the National Bank for Agriculture and Rural Development Act. For its term loan operations, the National Bank wn}l draw
funds, as the Corporation was doing earlier, from the Central Government, the World Bank/IDA and other multilateral
and bilateral aid agencies, the market and the National Rural Credit (Long Term Operations) Fund that it has established.
To this Fund has been transferred the balance in the National Agricultural Credit (Long Term Operations). Fund
maintained by the Reserve Bank. Further contributions would be made annually to the new Fund by the Reserve Bank,
in addition to the contributions by the National Bank itself. Provision has been made also for the Central Government

and the State Governments to contribute to this Fund from time to time. The balance in the National Agriculture Credit
eserve Bank to the National Bank for credit to the newly

(Stabilisation) Fund has heen similarly transferred by the R
h will be maintained by annual contributions by both the

established National Rurai Credit (Stabilisation) Fund whic
Reserve Bank and the National Bank as well as by contributions from the Central and State Governments from time to

time.
nds and debentures, direct borrowing, acceptance of deposits, and

The methods of raising funds include sale of bo
receipt of gifts, grants, etc. The National Bank may borrow foreign currency from any bank or financial institution in

India or abroad with the approval of the Central Government which will guarantee such loans

3. THE SMALL INDUSTRIES DEVELOPMENT BANK OF
INDIA (SIDBI)

\/ and develo i .
\v responsive Eﬁﬁ‘?’iﬁiﬂiﬂ‘fﬁi&”"s in the small-scale sector, embodied an opportunity to set up proactive,
in the country. As a precursg;g: msi:htunop to serve the current and emerging needs of small-scale industries
o the setting up of the new institution, the Small Industries Development

Fund was created by [ i
bi . . : Yy Industrial Developm i i financi
ills rediscounting and €quity support to the small_sfal: 1:33;:'1 A P o exs IR LA ARt -

The Envivonment

oy ;ndlalr! economy has been in transition fo
r policy, foreign investment policy

I most :
s policl;aratn(:lf 1:18 last five years: the industrial policy, fiscal policy, public
onetary and credit policies have been in various stages ©

500
Dynamics of Entreprenautial Development and Manaaa
mant
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. pecontrol, dcregul_ation.and c.icllicensing have giyen eénormous scope for private initiative ang
]Ewg&isa mle (o play. New relaflonshlps w1th1n‘and between dlffe:rent sectors in the economy are being e"’olvm;rket
oot © c0 sector has peen an important constituent of such a liberalisation in the country, Government o; 1’ L}-le
scale <ot of new policies aimed at harnessing the potential of the small-scale sector in August 1951 — ;. ndia
: the establishment of SIDBI. The prescriptions of the policy focused at removal of impediments affei?iir‘
all-scale sector together with consolidation of the strengths, in the context of the emerging ecormmi%

ween refining its strategies and business policies in alignment with the policy changes which have
the national level.

m]'[]] ate

[awth of sm
| u'h,;f} SIDBI has

| yeen taking place at

Stepping UP of flow of credit to the units in the small-scale sector through direct and
nirect financing mechanisms and ensuring speedy disbursement have remained the main
plnk of the operational strategy of SIDBIL. Over the years, the share of direct assistance in

ie total assistance has steadily gone up.

The new schemes designed and implemented were directed at filling the gaps in the
isting credit delivery system focussing on new target groups and activities. These are
ugeted at addressing some of the major problems of SSIs, in areas such as marketing,
infrastructure development, delayed realisation of bills, ancillarisation, obsolescence of
technology, quality improvement, export financing and venture capital assistance. The terms
ofassistance under various schemes have been substantially liberalised based on an ongoing
review process. The procedures have been simplified with gradual decentralisation and
progressive delegation of powers aimed at higher levels of operational efficiency and better

 customer service.

Tomitigate the difficulties faced by SSIs on account of delayed payments, two factoring
tompanies, viz., SBI Factors and Commercial Services Pvt. Ltd. and Canbank Factors Ltd.
bave been established with SIDBI as a partner with 20% shareholding, SIDBI has enlarged
!mf“ ‘ff institutions eligible for refinance in order to widen its reach. It enrolled itself as an
Em“‘“‘m*ﬂ member of Over The Counter Exchange of India (OTCEI). This facilitates SSIs [
m;:ce“ capital market through the route of OTCEI in raising resources in a cost-effec_tive '
- rllier. SIDBI has also been granted the status of Category I Merchant Banker by Sec.unties

128 "d}aﬂ_ge Board of India. SIDBI extends resource support to bl«Ion_-Banking Finance
smol:a;ues by way of lines of credit against their assistance to units in the small-scale
¥ way of leasing, hire-purchase and bought-out deals.

reﬂ:;tl.e _‘JPer?‘tional priorities of SIDBI, therefore, were to build up a financial portfolio
g ahigh order of health and strength based on quality of assets. SIDBI maintains an

Organicar:
BaNisational structure which s lean, functional and capable of adapting to the state-of -

e‘ - .
the mtechml“gy to remain efficient and competitive. The strength of SIDBI is reflected in §
dard assets. SIDBI has

huﬁialit? Qf its portfolio; over 97% of its portfolio consists of stan ‘ '
¢d 2 high investment grade rating ‘AAA’ DY the The Credit Rating Information Services

of Ina:

fcllndla Ltd. for its unsecured bonds. There has been consistent growth in the gross income
trauspmf_ils of SIDBI in the last five years. Though _ofla modest scale, SII?BI has beqn
One Oﬁmng to IDBI surplus of its profits after appropriations as return on cap'ltal. SIDBI is [
Tatjg t. ¢ development financial insitutions in the country wur} a h.lgh capital adc_:quacy
gt !is a matter of satisfaction that in respect of 1ESOUFe® mobilisation efforts du;(;ng glw
Tesp years, l"‘-Eidi.ug international aid giving and lending agencies have lent considerable

Tce sy en a significant shift in approach with regard to the gl
Yorg i e oe Besides using the branch network of banks to |——

ng relati i : : anks. "
b u ﬁmateoﬁl:::%:m?e??;?;,;?':LEV focuses on a collaborative effort so as to facilitate
iaries,
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e small-scale units. To reinforce such A

ng capital to th :
d by SIDBI with many leading bankg,

timely flow of credit both by way of term loans and worki :
have been s1gN€

relationship on a lasting basis. Memoranda of Understanding

Growing Opexations
n, SIDBI has emerged as a major purveyor of 3

From a predominantly refinancing and bills rediscounti J : ; " .
wide variet;) of financial};crvices to the small-scale sector. At present, financial 'assmta{l[cﬁ Eflélgﬂ?mwde?' by SIDB[
covers direct equity participation, equity type loan on soft terms, term loan, working c;a]:;: aurce :u rs}iee 1!;1ancc and
foreign currencies, bills discounting, venture capital support and d:fferlent fo;n];;?h;ssiicreasedpg fn;_(:: anks and
other institutions. The proportion of direct assistance in the total portfolio of S gnificantly.

ng institutio

Channels of Assistance by STDBI

SIDBI’s financial assistance to small scale sector have three major dimens1ons:

(i) Indirect assistance to primary lending institutions (PLIs)

(ii) Direct assistance to small units
(iii) Development and Support Services

Indirect ssistance
SIDBI’s schemes of indirect assistance envisage credit to SSIs through a large network of 913 PLIs spread across

the country with a branch network of over 65000. The assistance is provided by way of refinance, bills rediscounting
and resource support in the form of short-term loans / line of credit in lieu of refinance, €tc.

e The main objective of SI

augmenting the resources of PLIs, the Bank provides refinance to PLIs

— Setting up of new SSI projects and for expansion, technology upgradation, modernisation, quality
promotion, diversification by existing units and rehabilitation of sick SSI units.

DBI’s refinance schemes being enhancement of flow of credit to the SSI sector and
against the term loans granted by them for:

— Small road transport operators, qualified professionals for self-employment, small hospitals and nursing
homes, cyber cafes, marketing, industrial infrastructure and to promote hotels and tourism-related activities.

. SIDBI.extend.s.Financial Support (Short-Term Loans) to scheduled banks in respect of their outstanding
portfolio relating to SSI sector against which no financial support has been availed of from other institutions.

U Il:i ori;ld:;tto hz!p the machinery fnanufactures in the SSI sector and to maximise their sales by offering deferred
payment credit to the prospective purchaser users, the Bank operates a Bills discounting Scheme where bills

;}};‘J’;Ig FO:;iﬁ; ::lefﬁurcﬂase of machinery discounted by scheduled commercial banks are re-discounted by
! under the Scheme are also extended to cover purchases of machinery by Small-Scale Industries.

Direct (ssistance

The objecti i s di i
et ;ﬁ; ;v:x?:t?:lndcsrilgiliﬂds ]clhrect. assmtanlce schemes has been to supplement the efforts of PLIs by identifying
i e SChgeme : elivery me?hamsm f?r Small Scale Industries, Direct assistance is provided under
s through SIDBI’s 41 Regional/Branch Offices spread across the country ’
untry.

& . . . ]
2 | Dynamics of Entrepreneurial Development and Management

Scanned with CamScanner



ASS

jstanc

o iS provided directly for

g D of new SSI units, small hotels, hospitals / nursing homes
Sgt[lﬂ i

pnology upgradation and modernisation, expansion, diversification
Tec o upgradation / acquiring of ISO 9000 series certification

a
< elopment of markets for SSI products
Dev

elopment of infrastructure for SSI sector
Dev

pre-Shipment and Post-Shipment Credit & Export Bill Finance
e

piscounting of bills of manufacturer-seller in SSI sector, selling either &
equipmcnts or components

Factoring services.

§19BJ Offers

Financial assistance to SSI units under Technology Development and Modernisation Fund (TDMF) Scheme

Financial assistance to SSI units in the textile and cotton ginning and pressing sectors for taking up technology
upgradation and modernisation under Technology Upgradation Funds Scheme (TUES)

Financial assistance to tanneries for taking up modernisation under the Tannery Modernisation Scheme (TMS)

Twelve per cent capital subsidy on loans advanced to SSI units engaged in select product sub-sectors for

technology upgradation by scheduled commercial banks, SFCs and NSIC under Credit Linked Capital Subsidy
Scheme _

Short-term loans to Stated Electricity Boards to facilitate their purchases from SSIs and effect payment in
time. Discounting of invoices of SSIs supplying their products to large purchaser companies in the public/
private sector : '

Interest subsidy in respect of certain hotel projects under one, two and three star and heritage category, where
loans are sanctioned after approval of projects from the Department of Tourism

‘Support to obtain credit rating from accredited rating agencies.

SIDBT’s Foreign Curvency Wssistance Juc&uieé

Foreign currency loans to import equipment by existing export-oriented SSI units and new units having definite
plans for entering export markets '

Foreign currency loans to execute confirmed export orders by way of pre-shipment. credit/letter of credit and
Post-shipment credit facilities '

Pre-shipmem and Post-shipment Credit in Rupees terms to exporting SSIs for greater flexibility
Export bills financing in foreign currency,

SIDBIs Ventune Capital Inctudes

Assistance to small-scale entrepreneurs using innovative indigenous technology and expertise
Contribution to corpus of other venture funds

Promotion of State level venture capital funds T Industry
i d i are and IT In
dedicated to small-scale units in Software/[T ; and a National Venture Fund for Softw

. ndustry
SIDBI has entered into a Memorandum of

States of America. Understanding with Small Enterprise Assistance Funds of Usited

503
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Pines of Cuedit ane Eotablished by STDBI in Favour of

Development and Suppert Sewvices

e

Entenprise Pramotion is Supperted Thnough

State Financial Corporations
State Industrial Development Corporations '
ent Corporations (for supplying raw material and extending marketing suppqy

State Small Industries Developm

to SSI units)
Factoring Companies (to factor receivables of SSIs)

National Small Industries Corporation Ltd.

in the form of loans and grants to different agencies
tries. Over the years, the initiatives of

port services
d into the following important areas;

nt of SSIs and tiny indus

The bank extends development and sup
] activities have crystallise

working for the promotion and developme

SIDBI under promotional and developmenta

motion with emphasis on Rural Industrialisation

Enterprise Pro
eeds

Human Resource Development to suit the SSI sector n

Technology Upgradation
Quality and Environment Management

Marketing Promotion, and
Information Dissemination.

tention for increasing flow of funds to the poor
Credit

I launched a SIDBI Foundation for Micro :
nt of the Bank commenced :ts

the Foundation is “to creale
m the informal and form

Micro Credit Scheme
e result and to accord focused at

Having encouraged by th
through sustainable micro finance institutions (MFIs), SIDB
on November 27,1998. The foundation presently functioning as a departme
operations in January 1999 with an initial corpus of Re. 1 billion. The mission of
a national network of strong, viable and sustainable micro finance institutions fro
especially women.” The new approach not only envisages
bilities of the micro finance

sectors to provide micro finance services to the poor,
financial assistance but also strives to build and strengthen the management capa

ts for achieving sustainatgxhly.

tiating 2

practitioners and related institutions through.customised-capacity building inpu
economies of scale, desired outreach, etc. SIDBI Foundation has taken a lead in the country by ini
eering effort for ‘capacity assessment rating’ of NGOs/MFIs. '

pion ;
The foundation has entered into an agreement with International Fund for Agricultural De
Rome for upscaling its operations. Earlier, SFMC had signed a MoU with Department for Inter
Development (DFID), UK for grant support for financing various capacity building initiat
as well as MFIs. The Foundation has drawn up a comprehensive action plan with a view to mainstr

micro finance and providing capacity building support to the micro finance institutions.

Rural Industries Programme

;"'::I {Tu.st;ies P Togramme (R_IP) has been designed to provide a cohesive and integrated pa o ces,

puts like information, motivation, training and credit, backed by appropriate technology and market link28 s
y Organi-sanoﬂ

The '
programme is executed through Non Governmental Organisations, Technical Consultanc

and development professionals.
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o the potential of micro finance in stimulating economic growth and alsq

Rr:ahS:;E Jeveloping small and micro entctrprises in India, SIDB] formulated a:lzslerve 1S mang
ﬁnaﬂctf;gg 4 En couraged with the success of pilot phase of MCS, the Bank launched itsas::,hed Mi

. Micro Credit during January 1999 for channelising funds to the poor

!
]
|

cate for Promotin g,
10 Credit Scheme

initiat;
il fOf ve, namely" SIDBI

SEMC'S mission is to create a n-ationa] networkoof str.ong, viable and sustainable Micro Finance Institut;
e informal and formal financial scc.tor to .provu:le- mncro' finance services to the poor, especially w Omle:u
| pscent stage of development of micro .fnonance in India as also absence of supporting infTaSlrllCtu-rcf

;MC'S mandate is to develop, nurture, stabilise and establish the micro finance system in the country not —cens,
| ending financial assistancc,.bu-t also by way of their ca;.)acity- development. Accordingly, the Bank had for?n:f:fe:);
mum,pmngcd strategy for holistic development of the micro finance sector.

Fou]‘]d M-i

ons (MFls)
COnsideﬁng

Support Sexvices

Over the years, the scope of promotional and developmental activities has been enlarged to encompass several new
xtivities. Technology adoption, technology exchange, transfer and upgradation, quality promotion, enlarging marketing
capabil_ilics-—wboth domestic and international, entrepreneurship development, management development, environment
management, rural industrialisation, support to self-help groups, information dissemination through publication of
project profiles for tiny and hi-tech small industrial units are now covered under promotional and developmental
services. In such activities, SIDBI operates in collaboration with voluntary organisations, non-government organisations,
technology firms, consultancy organisations and multilateral/international agencies to enhance the level of overall

impact of such activities on the sector.

The Impact

The overall economic impact of SIDBI’s operations is quite significant. The visible impact of promotional and
developmental activities of SIDBI in select clusters of SSIs such as lock, leather, glass, brass and readymade garments
!ws been noticeable with commensurate improvement in overall productivity, product quality levels and process standards
in such clusters. Significant achievements made in these spheres will be buttressed with new initiatives in the years to
come,

Eﬁpafuwnc{ Deliveny Channels

. Inview of its limited physical infrastructure and greater thrust on retail SME business, the Bank has been trying to
‘novate and find out new ways and means of reaching out to a large number of SSI/SME clients. Towards this, the
Bank used 'Channel Arrangement' to improve its credit delivery reach and took help of reputed NBFCs by resorting to
Cf{-hranding model, sourcing of business, referral arrangements, etc. The Bank also entered into securitisation deals
wllh.selcct intermediaries which helped in augmenting the resource base of the intermediaries, thus furthering their on
!endmg to more number of units. In line with the strategy of the Bank to increase its branch network at important
Industrial clusters/towns so as to tap direct credit business as also to deliver efficient service to small and medium
Chterprises, the Bank opened 12 new Retail Branches. These arrangements are expected to facilitate SIDBI's retail
business. growth in coming years and further strengthen the delivery channel and outreach of the Bank.

4. LIFE INSURANCE CORPORATION OF INDIA

The Life Insurance Corporation of India (LIC) was set up under the LIC Act in 1956, as a wholl y-owned Corporation
of the Government of India, on nationalisation of the life insurance business in the country. LIC took over the life
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insur; i _—

priorﬁ?;; i‘;g“oe;:riom pri Vfile companies to carry on the businlcss and f:lepioy th.e funds in accordance With th

i——y iﬂdividualses a variety of schemes so as to extend social security to various segments of society apg : P

set up by the Goy and groups from the urbar_l anFI n.fral areas. The CO{nmlttee on R_cforms in the Insurance Soer th

e ‘ernment has recommended privatisation and restructuring of LIC with Government retaining Sc{;qr

co n?lt.tee has also su.ggcstedl_ that foreign companies be allowed to conduct life insurance business ; %
untry through joint ventures with Indian partners. S0 the

. According to the investment policy of LIC, out of the accretion to its Controlled Fund, not tess than 75¢, h

invested in Central and State Government securities inctuding Government-guaranteed marketable sec:urilie;ls e
form of shares, bonds and debentures. LIC extends loans for the development of socially-oriented Se%rlsn the
infrastructure facilities like housing, rural electrification, water supply, sewerage and provides financial assistanc»:nd
the corporate sector by way of term loans and underwriting/direct subscription to shares and debentures, [ ¢ a]slo
extends resource support to other financial institutions by way of subscription to their shares and bonds ang also bn
way of term loans. ' ¥

5. GENERAL INSURANCE CORPORATION OF INDIA

The General Insurance Corporation of India (GIC) was established in January 1973 on nationalisation of genera]
insurance companies in the country. GIC has four subsidiaries, viz., National Insurance Co. Ltd., New India Assurance
Co. Ltd., Oriental Fire & General Insurance Co. Ltd. and United India Insurance Co. Ltd. GIC and its subsidiaries
operate a number of insurance schemes to meet the diverse and emerging needs of various segments of society. In the
recent past, GIC and its subsidiaries devised several need-based covers to keep pace with the new liberalised economic
environment. The investment policies of GIC and its subsidiaries have been evolved within the ambit of the provision
27(B) of the Insurance Act 1938 and guidelines issued by the Government from time to time. According to Government
guidelines, 70% of the annual accretions to their investible funds are required to be invested in socially-oriented sectors
of the economy. Since April 1976, GIC has been participating with other financial institutions in extending term loans
to industrial undertakings and providing facilities for underwriting/direct subscription to their shares and debentures.

6. EXPORT-IMPORT BANK OF INDIA

The Export Import Bank of India (Exim Bank) was set up on January 1, 1982 by an Act of Parliament as the
principal financial institution for promotion and financing of India’s international trade. Exim Bank finances exporters
and importers, co-ordinates the working of institutions engaged in firancing export and import of goods and services,
finances export-oriented units and undertakes promotional activities necessary for international trade, It has a menu of
23 major programmes to meet the needs of different customer groups, viz., Indian exporters, overseas entities and
commercial banks. Exporters can avail of pre-shipment credit, supplier’s credit, overseas investment finance, export
product development loans, loans for export product development loans, loans for export marketing, bulk impol:t
finance and investment vendors development finance. Foreign Governments and agencies are offered buyers’ credit
and lines of credit. To commercial banks in India, Exim Bank offers export bills rediscounting facility, refinance of
suppliers’ credit and refinance of term loans in respect of export-oriented units. It also participates in guarantees
issued by commercial banks on behalf of Indian project exporters.

Besides providing finance, EXIM Bank promotes exports through advisory and information services to exporters
on procurement practices and bidding procedures of multilateral institutions, country risk analysis, merchant banking
and marketing focussed on catalysing exports of non-traditional products to developed countries.

7. KHADI & VILLAGE INDUSTRIES COMMISSION

The Khadi and Village Industries Commission (KVIC), established by an Act of Parliament in 1956, is engaged i

the development of khadi and village industries in rural areas. It has under its purview 26 village industries besides
I
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- ; . : i1
qadi- A ¢ 70 more NeW village industries were identified and its fold for imple

cons-equcnof the KVIC are providing employment in rural areas, skill improvemen
jve

' 3 e 3 ? SKI t, transfer of technol

por s community base 'and I‘l}l’il] 1ln.dustr1allsat10n. The significant characteristics of khadi ando Qﬁy, \

fsuogi% arview of KVIC lie in their ability to use locally availab ocal‘;l afe Industries
e arkets, low per

e L estment simple tec.:hniques of production, which can be people, short :

capitd ! above all production of consumer goods. KVI activities serve the poorest of the poor compl‘-ising sfﬁ:?u]o;
. Boe " . u

Ority communities in difficy c

od and |
1t, Inaccessible hjj and

building up
le raw materials, local skils, |
easily adopted by the rural

el e duled tribes, women, physically handicapped and min
c i
bordﬁf areas.

The development programmes of khadi a'nd t/illages industries are implemented through 30 State Khadj ang Village
piustries Boards x_vhlch are statutory organisations sgt-up unfief State legislation, 2,320 institutions registered under
socicties Registration Act, 1860 and 29,813 Cooperative Societies registered under State Co-operative Societies Act,
(VIC also assists individuals through State KVI Boards, KVI programmes now cover more than 2.1 lakh villages in the

country.

Some of the notable developments in KVI activities during 1991-92 are — extension of special programme aimed
wintensive development of KVI through area approach under tie up with Distri
wmore number of districts, improvement and upgradation of KVI technology and quality of products, establishment
of linkage with an export company for exporting KVI technology on hand-made paper and gur khandsari on turn-key
basis, initiation of steps for tapping distribution network of bj g business houses for marketing KVI products, introduction
offabric-painted khadi ready-made garments, development of

modified version of new model charkha by replacing all
is metal parts with-high quality nylon and reinforced fibre material and development of mini honey processing unit.

8. NATIONAL SMALL INDUSTRIES CORPORATION LTD.

.The National Small Industries Corporation Ltd. (NSIC) was set-up by the Government of India in 1955 with the
bjective of promoting and developing small-scale industries in the country. Various activities undertaken by NSIC
"iclude supply of indigenous and imported machines on easy hire-purchase and lease terms. marketing of the products
of sma] industries on consortia basis, export marketing of small industries products, developing export worthiness of
mall-scale units, enlistment of small-scale units for participation in Government stores purchase programme, development
‘"‘dMOdemjsaﬁon of prototypes of machines, equipment and tools, supply and distribution of indigenous and imported

:"m“;;lllalerials, ‘raining in various technical trades and co-operation with other developing countries in setting-up of
Scale projects on turn-key basis.

Sinc:(]]l;n erly, the Corporation had four subsidiary corporations at Dc]hJi, Mumbai', Kolkata a{ld Chennai. H()Bwe:;z;.
0t 61, all the subsidiary corporations have been amalgamated with the main Co-rporanon, and three _rl:]a A

o ave been Set-up at Mumbai, Kolkata and Chennai. The Delhi subsidiary corporation has been merged with the
OrPoration, and jts work is ,looked after by a separate Delhi Cell set-up in it. The National Small Industries

wes a complete package of financial assistance and support in the following areas:
‘::f. 36.5:
Wﬂes of -NS|C
Haﬂon,; Smary l
N I MARKETING QUALITY GONTROL & I KNOWHOW

MACHINE(_JSHggE STANDARDISATION
HIRE-PUR

. FOREIGN
STORES I—l@ GOVERNMENT
PURCHASE ASSISTANCE
PROGRAMME .
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i hire-purchase terms. Specig]
® Supply of both indigenous and imported machines csnn_wwwa :.om. b 9 mno:osm il nwaanm.w.s_;:
have been introduced for units anonnn.cw nnc,n%mn o i, 892«. _.,.aag
ou:dn:u:nﬁm, ex-servicemen and those units locate W
ithi ntry.
® Marketing of Small Industries products within :...m no__@o“ R -
i ts and developing eX !
® Export of Small Industries produc . B S = ment Store.
e m;wmasm competent units and facilitating their participation im Do<nq= - Purchase ?ow_sssa
| i i e then passed o :
. ototypes of machines, equipment and tools which ar p n to mam:.mnam m;
@ Developing pro % YP :
commercial production. . . B i e
Technical training in several industrial trades, with a view to create technical culture in the young azava__g;
echnic ) ) ] ] ,
. 1 t and upgradation of technology and implementation of modernisation programmeg.
e Developmen : gy .
e Supply and distribution of indigenous and improved raw mate y | |
Supply of both indigenous and imported machines on easy lease terms to existing units for 9§§m§g i
e Sup g
modernisation. N
ing Centres,
e Providing of Common Facilities through Prototype Development & Training

e Setting-up Small-Scale Industries in other developing countries on turnkey basis.

Fig. 36.6:

A Unique Package
of Assistance for
Small
Entrepreneurs

—

ts and to supplement the activities of State Small Hﬁ.a__mm_”_w
tes, the NSIC has opened its offices in some of the maam.:_mﬂca
represented. In the central region, offices have been onﬂ._nm:_n:n%
nt executives and six field inspectors have been recently P o%_nm ad
as "contact points” and to work in close co-operation Wit D'c |

se, three field inspectors have been posted in Raigad, wmsum_ﬁ%a

With a view to giving a fillip to development effor
Corporations and District Industries Service Institu
the (NSIC) Corporation has been hitherto under-
and Raipur in Madhya Pradesh. Four developme:
backward areas of the western region to serve
othey developmental agencies in the area, Of the

Yeotmal, Chandrapur, Bhandara, Buldhana, Aurangabad, Nanded, Nandurbag, Beed, Osmanabad, etc. — allb
districts in Maharashtra, .

»__ﬂ_
The NSIC has taken up the challenging task of promoting and developing small industries almost from Em mam“wﬁ“
has adopted an “integrated approach” to achieve jts socio-economic objectives. It has created a proper “industril .m.a_&_ 4
and has infused confidence in the small entrepreneurs to prepare schemes m..: the manufacture of products .a _%M_ﬁm__a
balancing equipment for purposes of modernisation and/or diversification. The small unit. because it is small 15 alw i o
of resources. The NSIC, therefore, supplies machinery and equipment, marketing :E_.:m and technical support
units. And so the seedling comes up as a “factory” which provides Jobs for the unemployed or underemployed

508 | Dynamics of Entrepreneurial Development and Management
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articularly during this decade, the NSIC, with its deliberate and conc
reputation of an cffcctivc_a and efficient nodal agency for providing assistalf:ff;cgl Cff(')rts‘
ough its dynamic approach and the package of assistance, it has been signi t‘c vibrant Small-Scale
urs, building up of strong industrial base, spreading of technical cuglt;rgcfi[;lrtéyl;l contributing to*
’ oting balanced

fot nt of entreprene
£ rural and backward areas, etc. as well as in employment generation, in all
» 1N all parts of the

01 in, development ©

ooty :
gﬁtﬁf NDUSTRIAL DEVELOPMENT CORPORATIONS'

ndustrial Devel

venties as wholly-

Jy s
and °arc)|!usm,es. SIDCs act as
provide assistance by way of term

laIg':,:tnive states. SIDCS :
P ures and guarantees. They undertake a variety of promotiona
dustrial potcntial surveys, entrepreneurship development programmes and developing industrial areas/estates. SIDCs’
ate entrepreneurs or as wholly owned subsidiaries. The SIDC’s activities have

fits under State Government’s Package Scheme of Incentives,

petivities sector in collaboration with priv
dened to include equipment leasing, providing tax bene
1 funds. Some of the SIDCs also offer a package of developmental
nation with other agencies.

pow Wi ! :
perchant banking services and setting-up of mutua
h as technical guidance, assistance in p
also as SFCs to provide
DCs are in Arunachal

services SuC
of the 28 SIDCs operating in the country, nine are twin-function SDICs functioning
well as act as promotional agencies. The twin-function SI
Seven SIDCs are also

assistance tO small-scale units as _

Pradesh, Manipur, Meghalaya, Mizoram, Nagalanad, Tripura, Goa, Pondicherry and Sikkim.

ivolved in infrastructure development and other extensions SErvices for the small sector.
Under the scheme, equity type

IDBI and SIDBI for operating its seed capital scheme.
ation entrepreneurs who pOSSEsS necessary skills but lack adequate

were established under the Company Act, 1956 in the sixties

owned State Government undertakings for promotion and development of medium and

catalysts for industrial development and provide impetus (0 further investment in their
Joans, underwriting and direct subscription to shares/

] activities such as preparation of feasibility reports,

The sate ] opment Corporations (SIDCs)

lant location and coordi

The SIDCs are agent of
assistance is provided to deserving first gener

resources required towards promoter’s contribution.

RISK CAPITAL |

Fig. 36.7:
Functions of SIDCs

EQUITY PARTICIPATION |

/NANCIAL ASSISTANCE |
' SEVELOPING INDUSTRIAL AREAS |

PROMOTIONAL senvrcei_j

]

n and seed capital assistance;
d of lateJease finance by some

The maj 3 o
¢ major functions of these Corporations include:
eneurs by way of equity participatio

¥ P
Providing risk capital to entrepr
rantees an

industrial units by way of loans, gua

] . .
gl‘ant of financial assistance to
orporations;

—

® R .
Administering incentive schemes of Central/State Governments; .
ntification of project ideas through industri

d training of entrepreneurs; and
7

al potential surveys, preparation

® . - :
P;Omotlonal activities such as ide
of feasibility reports, selection an

Y

Dcvelopmg industrial areas/estates by providing infrastructure facilities.
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idual SIDC depends upon the specific responsibilitieg

Since the actual range of activities being undertaken by indiv L it :
able diversity 11 activities among the different SIDCq

entrusted by the respective State/Union Territory, there is consider

10. STATE SMALL INDUSTRIES DEVELOPMENT
CORPORATIONS

s) established under the Companies Act, 1956, are

State Government undertakings, responsible for catering to the needs -of the smlalll,. tiny and cottage lﬂdUSHiES.in the
State/Union Territories under their justification. SSIDCs enjoy operatlonal flexibility and can undertake a variety of

activities for development of the small sector. As at present, 18 SSIDCs are in operation.

The State Small Industries Development Corporations (SSIDC

Some of the important activities undertaken by SSIDCs include: (i) procurement and distribution of scarce raw

atonals, (i) supply of machinery on hire-purchase basis, (iii) providing ass' S S formikerngy gl
small-scale units, (iv) construction of industrial estates/sheds, providing allied mfrastrutfture ffac_lhttes and their
maintenance, (v) extending seed capital assistance on behalf of the State Governments, and (vi) providing management

assistance to productioa units.

A change in the role of SSIDCs has been prompted by the new Industrial Policy. SSIDCs are gearing up to change

themselves from raw material distributors to organisations that will take care of various aspects of small industry
development, especially marketing. SSIDCs would, thus, help the tiny and small industries increase their market share.
The new policy calls for establishment of counselling and common testing facilities and provision of a mechanism to
allow corporation of the latest technology in the small sector. SSIDCs are also planning to set-up centres for display
of/and information dissemination on SSI products, and for providing small office spaces for SSIs in need.

Information for the analysis/discussion that follows, pertains to 11 S_SIDCS located in Andhra Pradesh, Assﬁm,
Bihar, Goa, Gujarat, Jammu & Kashmir, Himachal Pradesh, Kerala, Punjab, Rajasthan and Tamil Nadu.

11. STATE FINANCIAL CORPORATIONS

State Financial Corporations (SFCs), operating at the State-level, form an integral part of the development financing
system in the country. They function with the objective of financing and promoting small and medium enterprises for
achieving balanced regional socio-economic growth, catalysing higher investment, generating greater employment
opportunities and widening the ownership base of industry. 0

At _prcsent, there are 18 SFCs in the country, 17 of which were set up under the SFCs Act, 1951. Tamil Nadv
Iél:us;:;a:!olnv;:str?ent .Corporation Ltd., set up in 1949 under the Companies Act as Madras Industrial Investment
loarfs dilrcgtasi?) :qcu'ons as a fu}l-f]edged SFC. SFCs extend financial assistance to industrial units by way of term
ol SChcmsesngrrorf[ to cqulty.f'deb;nturcs. guarantees, and discounting of bills of exchange. SFCs operate 2
S efinance and equity type of assistance formulated by IDBI/SIDBI which include schemes for

. special target groups like SC/ST, women, ex-servicemen, physical handicapped, etc. and for transport operators,

i R * ct !t]ES, hOS l[a;!S i

Concerns Eligible for Ussistance

Industrial con igi 1 : .
which are cngﬂgcc(l:ei?fh?fgollt;?\:?r financial accommodation under the State Financial Corporation Act, 1951 ar¢ thot?
goods; (d) mining; (e) generatigg g:}?lggltisb (f') Mar;uf?cture of goods; (b) preservation of goods; (¢) processing 0
> : ibution of electricity or an y . dustrys
ety y other form of power; hotel industry
I(Ea{chinegaogtf ';If;ypi\iiss?;getri (:lr gfoodhs. by road or by water or by air; (h) maintenance repgirwtestiﬂ; or servicing ©
ziption of vehicles or vessels or motor boats or, trawlers or [ract:}rs- (i) ’assemb]ing repairing or

Y

- |n -
PN DICPRRNS oy _ ISEENE FRNRRETHEN GEY I TS e W i 7 R
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: '(j) the developmen.t
. ith mact PO of i
patk'qg e K fishing or providing shore facilities for fishing or mainten e then Buous

: . | : . ance thereofs area of Japg 4 an
iﬂdms_ca] gnowledge or other services for the promotion of industrial growth () p
pelit!

. I‘OViding Special or
cs f:m-m'ifin:mcial assistance to industrial units by way of term loans

Swa;S ond discounting of bills of exchange. SFCs op
uuﬂan
sistance

(i SIVICe

» direct subscript; -

han erate a number of schemes o s
formulated by IDBI/SIDBI which include schemes for artisans, |
men, physically handicapped, etc. and for transport

social target groups like SC/ST Wi
nd nursing homes, etc.

Operators, setting up hotels, tourism-related activitieg
pospitals & ' . :

jectives and Functions _

¢ The main function is to provide term loans for
and other assets.

the acquisition of land, building, plant and machinery, pre-ops

¢ Promotion of self-employment.
¢ Toencourage new and.te_chnically:‘professionally qualified women entrepreneurs in setting up industrial projects.
¢ To finance expansion, modernisation and upgradation of technology in the existing units. \

¢ To provide financial assistance for the rehabilitation of sick units financed by the De}hi Financial Corporation.

(]

¢ To assist for the promotion or expansion of industry by the rural and urban artisans.

¢ To provide financial assistance for transport vehicles strictly for captive use, depending on the requirement of
the projects. '

o

Providing seed capital assistance under the scheme of Industrial Development Bank of India.
Providing soft-term loan to cover the equity gap to help small-scale industrial units.

Undertaking the various promotional activities, including the organisation of en{r:epreneurial development
Programmes and seminars etc.

Interest subsidy for self-development, self-employment of young persons, adoption of indigenous EEHADIOLY
insmall and medium sector and encouraging quality control measures in small-scale industry is also admissible
to the extent of Rs. 5 lakhs. o

To promote development. institutions in the state/region which will accelerate the process of socio-economic
growth, '

aﬁﬂl.df[ume

The state financial institutions offer a package of assistance to entrepreneurs to enable them to translate tht:llr
Mojecy idea intg 4 reality. The package of assistance may be broadly classified into two types of services, developmenta
1 * .. . . a
:nd flr'a?"?viéll In addition. some SFCs also implement package schemes of incentives to motivate anq encourage
Illtepr i L]
€heurs,

ed""'“"‘daf.@mnﬁa

i i i i i ks (8),
The : SCBs) in the country comprise State Bank of India and its associate ban
cheduled Commercmlf'sﬂksr(ivate sector banks, regional rural banks and foreign banks. The SCB st:f:tus
1DBI Ltd., p lities from RBI such as refinance, loans and advances as also grant of authorised
business. Correspondingly, banks also have certain obligations such as

Natigp a1
en[;:’lnal_lsed_banks (19), :
leq) e‘ the banks to avail of certain faci

S licence to handle foreign exchange
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nd follow various banking regulations. As on March 3

maintenance of Cash Reserve Ratio, Statutory Liquidity Ratio afthese 30,754 (44.2%) of the total were in ry

2006, the total number of branches of SCBs stood at 69,6165 0 |
Commercial banks provide short-term and medium-term f;nancial n:l;tS;:;:gceéo'l;zz_?l:?;:z:;g Crri‘:lc:;t}lg‘:lcgiti;s are

: : : its like those for raw > 8% 1 Toduct
B PRilng o aLaquisemetics aE VRIS re granted for the acquisition of land, construction of fac(os’

bill receivable and book debts. The medium-term loans a
' i . These loans are gen
premises, purchase of machinery and equipment and pre-operative €xpenses Th generally granteq for

periods for 5 to 7 years. They also establish letters of credit on behalt: Ozst:f;;c‘;]IFQ:SP;';‘I’]?;;“EI‘ ;UtI;IPhers of ray
material/machinery (both Indian and foreign) which extend the bankers’ a eyl o il L. us help their
delivery. Certain transactions, particularly those in contracts of sale to gove:;nm . mopne o ,] gf rg ire gUal:antees,
being issued in lieu of security earnest money deposits for release of a var} : banks)i(,s Sué’l;’u); 5 uaW materials fo,
processing, full payment of bills on assurance of performance etc. Commercia guarantee also,

1
ral aregq

. —
Fig. 36.8: ) Govt. Bonds  Debenrures Foreign Credit . Internal
Types of Assistance ' < )i ; Resource
Extended by Banks ; ;
| sipB1 | | IDBI | | NABARD| | IRBI || ICICI || 1FCI|

[=1.1.

e 88
o © 0

s _J .

/\\

e
|__skc | | _Nsic:| | ssiCs | [ Banks |

‘Term Joans for the purchase of Supply machinery on Term loans
land, construction of factory hire-purchase supplyof = Working
premises and purchasc of raw material marketing Capiral
machinery and equipment assispance
Expansion Modernisation 4
IECT \ /’-—LGIM_'
' Small Enterprise i 1

F 'Commer(-:ial banks provide finance both for medium-term as well as working capital. More than 25 lakh accounts
are in operation. Banks provide finance through varied tailormade schemes to foster the development of small-scale

?dus;gies in consonance with national objectives. A schematic financial outlet of banks is presented in Fig. 36.9 and
ig. 36.10, -

themselves “as companies in the business of enterprise-creation

assistance at t i ; . ) :
he stages of project conception, formulation, presentation for assistance and for successful implementanon.”

They even i ing. i ; . .
Courj:se]Iinggr::éd‘?ﬁcnoaun[?izlll::I.:ng; I::;c;ir;m:’t;oln on n:;rketmg, technology and other related fields. There is a lot of “project
: e S0 so i s :
recovered buit also that the projects arg : at the projects are not only successfully commissioned and their 10ans

development banks to the sources of th fﬁcu?ntly . nlanaged and grow on long-term basis. Thus, the commitment ot
gt 2 orces € enterprises is “total encompassing each stage of the project cycle.” Thé developme
guide the Indian promoters to professionalised management

» and towards that end, they are prepared to provide all

1. :
Acknow?edgment of lolan applications by branches

applications ‘accompanied by checklists

D-yri'amics of E
ntrepreneuria| p
evelopment and m
anagement
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[ Commercial Banks ]

m - — . ,
J '—"{ Medium-Term |

o8 O o by
1P E,ggna'ﬂf panks [_Short-Term ~ Je— [__Guarantees
! Working Security Farnest [| Acquisition
Capital Money v of Land
| :
Raw - - B | Construction
Materials | of Factory Premises
Goods-in _ | MPu;{?hascofd
Process e Mastimety i
Equipment
Finished Pre-Operative
Products ' v Expenses
Bills
Receivable
r Boom Debts J‘-—-*
Fig. 36.10:
Finance by Loans _J
e jal B : :
ommercial Banks Cash Credit J
B Overdrafts _]
A Bills Discounting J
N [ Guarantees
Portfolio Investment
- EPC |
S| Collection J
Remittances J

Factories

‘A Toléomply with time norms for disposal of applications, received complete in all respects.

2 weeks for loan upto Rs. 25,000/~
4 weeks for loan upto Rs. 5 lakhs.
8-9 weeks for loan over Rs. 5 lakhs.
edit (food and non-food) was at Rs. 17,33,675 crore on December 22, 2006.
Government and other approved securities stood at Rs. 7,32,022 crore.

e as on end September 2006.

whereas credit to
dustries claimed

ut;zotall outlstanding gross bank cr
anding investments of ba ks i
The outstanding gross bank credit to industrial sector stood at Rs. 15,76,982 cror

. Outstanding bank credit to small-scale industries increased by 39.9% to Rs. 94,934 crore,
ed by 24.3% to Rs. 5,01,960 crore. The medium and large in

Med;
Um and large industries increas
dit to industrial sector.

0.59
“ of the total outstanding cre
ME sector in the overall economy, especially its employment gene

increase the credit flow to SMEs.

ration potential, the

RBICE':V‘“ the importance of the-S
&s been making constant efforts 1
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. e e
Table 41.1 Credit to SSI Sector: Public Sector Banks —
- e £ SSI S
Year Net Ba.nk ' (;’l:-"ia((}lrl':tg’o Credit to SSI - ' “ ShareCOredit ICredlt to Tiny Sector
Credit Sector _'______.e.,_—-—-—-————l-)—;m
AC(S!(}S:IHS. Amount Ngrfgil:k Si:clog Amount | % to SSI
: “akm“"‘“"s"“ s | 7 8 9
. 2 > ° —eel | 1530 | 4072 5869 | 27.22
199495 | 140714 | 52945.0 | 30.19 21 T = .
1995.96 | 169038 | 61794.0-| 32.25 { 25843 | 1529 41 |
1996.07 | 184381 | 69609.0 | 33.77 | 29485 1599 |~ 42.35 8183 | 27.76
1997-908 | 189684 | 79131.2 | 31.44 31542 16.60 39.86 9515 30.17
1998-99 | 218219 | 91318.6 § 29.64 38109 17.50 41.73 10273 26.96
1999-00 | 339477 | 114611.0| 93.91 48483 14.28 4230 | -28837 | .18.23
2000-01 | 292943 | 1544140 22.72 55972 15.20 36.24 24742 | 44.20
2001-02 | 349064 | 171484 | 19.00 | 54268 13.8 32.31 26019 | 43.26
2002-03 | 485271 | 199786 | 17.00 52646 10.8 28.68 27030 | 42.96
2003-04 | 560819 | 244456 | 17.00 58311 10.4 22.18 26937 | 42.32
" 200205 | 717419 | 307046 | 18.00 | 67999 o5 | 2008 | 27555 | 38.82
2005-06 | 1017656 | 410379 | 19.00 82434 8.1 19.85 28000 | 34.14
: Source: Report on Trend and Progress of Banking in India, Reserve Bank of India. ' -
CONCLUSICN

Over the years, a well-knit structure of financial institutions (FIs) has evolved in the country providing
financial underwritings/direct subscription to shares/debentures and guarantees. These institutions have
developed and introduced a variety of new products and services. FIs and commercial banks have provided
assistance of over Rs. 22 lakh crore to entrepreneurs. Over 82 per cent of their assistance was for fostering
private enterpreneurship and innovation.

. The financial institutions are striving to accelerate the promotion of entrepreneurial activities, fostering
Eranded ventures both in man?lfacturipg'and service sector, which are created on solid foundation_ — led

own processes and best practices, building a strong culture, increasing visibility, setting net working an

laying down strong technologi ientati g
ek gical reorientation. In the present context th inancial institution 5
quite unique and outstanding. p t the role of the fi

©00
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