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State Financial Corporations (SFCs) are the State level financial institutions 

which play a vital role in the growth of small medium enterprises in the 

concerned States. 

The SFCs have functions similar to those of the IFCI. They are empowered 

to provide financial assistance in the form of loans and advances, 

subscription to shares and debentures, underwriting of new issues, and 

guarantee of loans. But, in practice, they have concentrated mostly on loans 

and advances only. 

A Board of ten directors manages the State Finance Corporations. The State 

Government appoints the managing director generally in consultation with 

the RBI and nominates the name of three other directors. 

All insurance companies, scheduled banks, investment trusts, co-operative 

banks, and other financial institutions elect three directors. 

Thus, the state government and quasi-government institutions nominate the 

majority of the directors. 

Objectives of SFCS':-  

1. To provide medium and long-term financial assistance to small and 

medium scale enterprises.  
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2. To ensure economic growth with accent on balanced regional growth and 

widening of the entrepreneurial base through encouragement of new 

entrepreneurs. 

The SFC's statutory objectives are to maintain and promote fairness, 

efficiency, competitiveness, and transparency in the securities and futures 

markets; promote public understanding of investing and corporate finance 

policy; protect investors by enforcing regulations; reduce crime and 

misconduct and reduce the risks 

State Financial Corporation (SFC) is a state level financial institution which 

promotes the small and medium industries in the concerned states of India. 

The State Finance Corporations (SFCs) are an integral part of institutional 

finance structure of a country. Where SEC promotes small and medium 

industries of the states. Besides, SFC help in ensuring balanced regional 

development, higher investment, more employment generation and broad 

ownership of various industries. 

At present in India, there are 18 state finance corporations (out of which 17 

SFCs were established under the SFC Act 1951). Tamil Nadu Industrial 

Investment Corporation Ltd. which is established under the Company Act, 

1949, is also working as state finance corporation. 
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