
they should be constantly kept in 
view. Conservatism can no longer 
conserve the fabric of rural life. 

EFFECTS OF DIVISION 

The South is still echoing to the 
division of the composite Madras 
State and the separation of Andhra. 
That this event is of far-reaching 
importance and .significance is un
deniable. How it will affect the 
economies of the new and the resi
duary States wil l be known only in 
the next few months. This much, 
however, can be stated with cer
tainty that both States wi l l have to 
take a fresh look at their financial 
positions and public economies and 
to reassess their programmes and 
policies to fit the changed circum
stances due to partition. There is, 
for instance, already a plea that the 
obligations of the two States under 
the Five-Year Plan should be suit-
ably modified so that they can pro
ceed with items which they can 
execute with reasonable certainty and 
that the extent of the Central aid 
required should be properly assessed. 

So far as Andhra is concerned, 
the immediate problem facing it is 
to evolve an arrangement which 
would facilitate the speedy execu
tion of the remaining stages of the 
Tungabhadra project, on which so 
much of its future prosperity rests. 
The Control Board constituted by 
the Government of India for this 
purpose has the task of adjusting the 
claims and rights respectively of 
Andhra, Hyderabad and Mysore 
States. Two or three considerations 
seem indubitable: first, that the 
cost of the further stages of the pro
ject, including the hydroelectric 
part of it, should be borne by the 
Ccmrc; secondly, that the original 
purpose of the scheme thai it 
should primarily benefit: Rayalaseema 
area should not be sidetracked; and 
t h i r d l y, that the hydro-electric 
scheme should be pushed through 
with all possible expedition. It is 
stated that the Andhra Government 
is bracing itself to this task and is 
going ahead with a proposal to settle 
these matters through a conference 
of the representatives of itself and 
the other two States. 

Our Delhi Letter 

New Scheme in the Offing 
(Delayed in Transmission) 

T H E National Development 
Council is to meet here next 

week and the Government of India 
by all accounts is preparing at least 
one solid scheme for its approval. 
This relates to the proposed Develop
ment Corporation to which there 
was a reference recently in Sir Sri 
Ram's speech at the annual general 
meeting of the Industrial Finance 
Corporation. 

India has at present only one in
dustrial finance corporation, against 
two organisations in the Uni ted 
Kingdom, namely, the ICFC and 
the F C I , and it is not unnatural to 
expect that the United Kingdom 
precedent w i l l be followed. The 
solid reasons for promoting an I n 
dustrial Development Corporation, 
while an Industrial Finance Corpo
ration is already in existence, seem 
to be as follows: 

( i ) The rate of interest which is 
charged by the Industrial Finance 
Corporation at present is very high. 

( i i ) The amount which the I n 
dustrial Finance Corporation can 
lend, even after the recent amend
ing legislation, is l imited to Rs 1 
crore and the guarantee of the Cen
tral Government is necessary if this 
l i m i t is to be exceeded. 

( i i i ) The Industrial Finance Cor
poration has difficulties in part ici
pating in the share capital of new 
ventures. Under section 23 of the 
Aet as it stands, it can guarantee 
loans raised by industrial concerns 
which are floated in the public mar
ket and arc repayable wi thin a period 
run exceeding twenty-five years. In 
the alternative it can underwrite 
stocks, shares, bonds or debentures 
and retain any such stocks, shares 
etc, which it may take up in fulf i l 
ment of its underwrit ing liabilities 
for periods up to seven years. The 
conditions imposed by the section 

are obviously such that if the Cen
tral Government wants to start a 
new industry on the basis of par t i 
cipation in share capital as a major 
or minor partner, along wi th private 
industrialists, it w i l l be impossible 
for it to do so wi th in the framework 
of the present Act . 

As the Finance Minister indicated 
some time ago, however, the Cen
tral Government is at present in a 
mood to plead two important alibis 
to the charge of not promoting de
velopment at a rapid rate. T h e 
first answer to this charge is that the 
private sector, which has a role to 
play in the Plan, is not fulfil l ing all 
expectations. The second charge is 
that the States are falling behind. 
The Development Corporation which 
is now being proposed is to provide 
the means of overcoming such re
luctance as there is in the private 
sector to undertake new investment. 

This is a legitimate object, of 
course. The new Corporation has 
a role to play along these lines w i t h 
out just duplicating the work of the 
Industrial Finance Corporation. But 
the new scheme is relevant only in 
so far as finance has been, or is like
ly to he, a consideration l imi t ing 
development. It is quite unrealistic 
to think that this is the case and 
private industrialists, even though 
they are now assured that the State 
w i l l be a major or minor partner 
along wi th them, are still to be per
suaded to undertake the new risks 
involved in finding markets in un
certain international conditions. In 
the new scheme of things, the risks 
wi l l be shared, but still there w i l l be 
some risks. W i l l private industry 
find it easier to accept these risks or 
to work wi th the Government under 
these new conditions? The success 
of the latest scheme to solve the un
employment problem wi l l depend 
on the answers to these questions. 
One may be either an optimist or a 
pessimist according to one's taste. 
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