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Unit-III: Development Financial Institutions in India 

Small Industries Development Bank of India (SIDBI) 

Small Industries Development Bank of India (SIDBI) was established on 2 April 1990 under 

SIDBI Act, 1989 passed in parliament. SIDBI started its operations by April 2, 1990, through 

taking over the outstanding portfolio and actions of IDBI pertaining to the small-scale sector. 

Small industries Development Bank of Indian (SIDBI) is the principal financial 

institution for the promotion, financing and development of industry in small, 

tiny and cottage sectors and for co-ordinating the function of the institution 

engaged in similar activities. It is providing assistance to all those institutions 

which are promoting small scale industries. SIDBI was made responsible for 

administering Small Industries Development Fund and National Equity Fund 

that were administered by IDBI before.  SIDBI is the Primary Financial 

Institution for promoting, developing and financing MSME (Micro, Small and 

Medium Enterprise) sector. SIDBI helps MSMEs in acquiring the funds they 

require to grow market, develop and commercialize their technologies and 

innovative products. 

SIDBI is a wholly owned subsidiary of Industrial Development Bank of India 

(IDBI). On March 27, 2000, it was delinked from IDBI. In pursuance of the 

SIDBI (Amendment) Act, 2000, and as approved by the Government of India, 

51.1 per cent equity shares of SIDBI held by IDBI have been transferred to 

public sectors banks, LIC, GIC, and other institutions owned and controlled by 

the central government. The head office of SIDBI is situated at Lucknow. 

Presently SIDBI has 5 zonal offices and around 90 branches.  

Capital Structure of SIDBI 

As on March 31, 2000, the authorised capital of SIDBI is Rs.1,000 Cr. and paid 

up capital is Rs.531.92 Cr. The financial resources of SIDBI are mainly 

contributed by State Bank of India (SBI), Govt. Of India, NABARD and other 

nationalized banks and financial institutions in the form of share capital, loans 

and funds. 

 

Board of Directors of SIDBI 

SIDBI is managed by a board of directors constituting of the following members: 

1) Chairman and managing Director. 

2) Deputy managing Director. 

3) Two Directors nominated by Govt. of India. 
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4) One Director nominated by State Bank of India (SBI). 

5) One Director nominated by Life Insurance Corporation of India (LICI). 

6) One Director nominated by national Bank for Agriculture and rural 

development (NABARD). 

7) Three experts of finance and industry are co-opted as directors.   

 

Objectives of SIDBI 
1. To promote marketing of products of small scale sector. 

2. To upgrade technology and also undertaking modernization of small scale 

units. 

3. To provide more financial assistance to small scale ancillary and tiny 

sector. 

4. To encourage employment oriented industries. 

5. To coordinate all the other institutions involved in the promotion of small 

scale industries. 

 

Functions of SIDBI 
SIDBI is dedicated to work for the development of Small Scale Industries (SSIs) 

of India. The main activities of SIDBI are as follows- 

1. Refinance of term loan: SIDBI provides refinancing of the term loans granted 

by SFCs, SIDCs, Cooperative banks, Commercial banks and other financial 

institutions. As per the recommendations of Nayak Committee, additional funds 

have been given to commercial banks for promoting more borrowings of small 

scale industries. In fact, there are commercial banks with separate branches 

meant exclusively for small scale industries. 

 

2. Discounting or rediscounting the bills of SSIs: SIDBI discounts short term 

trade bills arising out of sales of products as well as machinery produced by SSIs. 

 

3. Export assistance: Direct assistance to export oriented units and also to 

import substituting units in the small scale sector is given the highest 

priority. Products of SSI exporters are displayed in international 

exhibitions with the help of SIDBI. Latest packing standards and training 

programmes on packing for exports are also financed by SIDBI. Trade 

delegations and sales and study teams are sponsored for small scale sector 

under Marketing Development Assistance scheme. 

 

http://www.dcmsme.gov.in/publications/comitterep/nayak.html


4. Seed capital and also soft loan Assistance: Seed capital is provided for starting 

of SSI units. Under this, the initial expenditure in starting the small scale units 

is being met by SIDBI. Under soft loan, SIDBI provides long-term loan 

repayable in a period of 15 to 20 years with a very low rate of interest. 

 

5. Marketing Assistance: SIDBI provides assistance to SSI for setting up of show 

emporia, trade exhibition centre, marketing complex etc. Moreover, for activities 

like marketing research, advertising, branding, sales promotion tours, SIDBI 

also provides assistance and regular support. 

 

6. Assistance to other financial institutions: 

In every State, State Finance Corporations have been promoted for financing 

small scale industries. At the national level, a separate corporation is promoted 

for financing small scale industries called National Small Scale Industries 

Corporation (NSIC). This was started in 1995 to promote, aid and ensure faster 

growth in small scale industries. 

 

7. Venture capital support: SIDBI launched the National Venture Fund for 

software and information technology industry in association with the Ministry of 

Information and technology. Besides, SIDBI has launched state-level venture 

capital funds in several states. 

 

8. Promoting the entrepreneurial talent: SIDBI has taken several measures to 

encourage potential entrepreneurs by giving them project ideas, training for 

human resource development, technology upgradation, marketing and quality 

certification. SIDBI has also established training cum production centres under 

‘Mahila Vikash Nidhi’ scheme for empowering women entrepreneurs,  

9. Supporting Microfinance Institutions (MFIs):  MFIs provide financial and non-

financial supports to the rural people especially women for the purpose of setting 

up new income generating activities. SIDBI provides adequate loans to MFIs. 
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