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The primary objective of this book,
Indian Economic Development, is to
familiarise you with the basic features
of the Indian economy, and its
development, as it is today, in the
aftermath of Independence. However, it
is equally important to know something
about the country’s economic past even
as you learn about its present state and
future prospects. So, let us first look at
the state of India’s economy prior to the
country’s independence and form an
idea of the various considerations that
shaped India’s post-independence
development strategy.

The structure of India’s present-
day economy is not just of current
making; it has its roots steeped in
history, particularly in the period when
India was under British rule which
lasted for almost two centuries before
India finally won its independence on
15 August 1947. The sole purpose of

(ONTEF ADEIR  “SelT qLAfeF SFTT”
Ao AT TR TE oS FoC®
méﬁmwﬂwﬁﬁﬁﬁ

I SIFWE ACETDA G SIOqET ToNT]
e SR@TR ©EmE Ja AR FE
oo Tdqifeq Tere, qfie AF-FETO! I
e OFWE DA FICOT TR | CTRCR
GO TGIFS OO wiforT FTOR 4
Jere AYA @< f[fey wem @ e
QIS S (2R

JOqMT  AWO ORody [N O@F SR
gdqfe| SRR Lo «F-q3 RIS U3
faeiel e FRA THY @R N2 00 IR
T HATBIETS ALEGS (@ A GOSN
OIS GYAITes TENS Jfam b (oS s
e (4TS O dAaeE p349ed) g
S GIEPEEl




Primary Feature of Indian Economy Before British Rule

India had an independent economy before the advent of the British rule. Though agriculture
was the main source of livelihood for most people, yet, the country’s economy was
characterized by various kinds of manufacturing activities. India was particularly well
known for its handicraft industries in the fields of cotton and silk textiles, metal and
precious stone works etc. These products enjoyed a worldwide market based on the
reputation of the fine quality of material used and the high standards of craftsmanship seen
in all imports from India.
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Causes of
Underdevelopment of
Indian Economy before
Independence

The economic policies pursued by
the colonial government in India were
concerned more with the protection
and promotion of the economic
interests of their home country than
with the development of the Indian
economy. Such policies brought about
a fundamental change in the structure
of the Indian economy — transforming
the country into supplier of raw
materials and consumer of finished
industrial products from Britain.
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National Income Estimate in India before Independence

Obviously, the colonial government never made any sincere attempt to estimate India’s
national and per capita income. Some individual attempts which were made to measure
such incomes yielded conflicting and inconsistent results. Among the notable estimators
— Dadabhai Naoroji, William Digby, Findlay Shirras, V.K.R.V. Rao and R.C. Desai — it
was Rao, whose estimates during the colonial period was considered very significant.
However, most studies did find that the country’s growth of aggregate real output during
the first half of the twentieth century was less than two per cent coupled with a meagre
half per cent growth 1n per capita output per year.
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Agriculture Sector Before Independence

India’s economy under the British colonial rule remained fundamentally agrarian —
about 85 per cent of the country’s population lived mostly in villages and derived
livelihood directly or indirectly from agriculture. However, despite being the occupation
of such a large population, the agricultural sector continued to experience stagnation.
This stagnation in the agricultural sector was caused mainly because of the various
systems of land settlement that were introduced by the colonial government.
Particularly, under the zamindar1 system the profit accruing out of the agriculture sector
went to the zamindars instead of the cultivators. However, a considerable number of
zamindars, and not just the colonial government, did nothing to improve the condition of
agriculture. Interest of the zamindars was only to collect rent regardless of the economic
condition of the cultivators; this caused immense misery and social tension among the
latter. Besides this, low levels of technology, lack of irrigation facilities and negligible
use of fertilisers, all added up to aggravate the plight of the farmers and contributed to
the dismal level of agricultural productivity.
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Status of Industrial Sector Before Independence

India could not develop a sound industrial base under the British rule. The
country’s world famous handicraft industries declined, no corresponding
modern industrial base was allowed to come up. During the second half of the
nineteenth century, modern industry began to take root in India but its
progress remained very slow. The cotton textile mills, mainly dominated by
Indians, were located in the western parts of the country, namely, Maharashtra
and Gujarat, while the jute mills dominated by the foreigners were mainly
concentrated in Bengal. Subsequently, the iron and steel industries began coming
up in the beginning of the twentieth century. The Tata Iron and Steel Company
(TISCO) was incorporated in 1907. A few other industries in the fields of sugar,
cement, paper etc. came up after the Second World War. However, there was
hardly any capital goods industry to help promote further industrialisation in
India. Furthermore, the growth rate of the new industrial sector and its
contribution to the Gross Domestic Product (GDP) remained very small.
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Causes of Industrial Backwardness of British India

The policy of the British government was responsible for the slow and poor industrialisation
in pre-independent India. The primary motive of the colonial government behind this policy
of systematically de-industrialising India was two-fold. The intention was, first, to reduce
India to the status of a exporter of important raw materials for the upcoming modern
industries in Britain and, second, to turn India into a spreading market for the finished
products of those industries so that their continued expansion could be ensured to the
maximum advantage of their home country — Britain.
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Foreign Trade during British Rule

Restrictive policies of commodity production, trade and tariff pursued by the colonial
government adversely affected the structure, composition and volume of India’s foreign
trade. India became an exporter of primary products such as raw silk, cotton, wool, sugar,
indigo, jute etc. and an importer of finished consumer goods like cotton, silk and woollen
clothes and capital goods like light machinery produced in the factories of Britain. Britain
maintained a monopoly control over India’s exports and imports. As a result, more than
half of India’s foreign trade was restricted to Britain while the rest was allowed with a few
other countries like China, Ceylon (Sr1 Lanka) and Persia (Iran). The opening of the Suez
Canal further intensified British control over India’s foreign trade.

India’s foreign trade throughout the colonial period was the generation of a large
export surplus. But this surplus came at a huge cost to the country’s economy. Several
essential commodities—food grains, clothes, kerosene etc. — were scarcely available in
the domestic market. Furthermore, this export surplus did not result in any flow of gold or
silver into India.
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Some Demographic Data of British India
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UFirst Census was conducted in 1881
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 Before 1921, India was in the first stage of demographic transition. The second stage of
transition began after 1921.
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Q The overall literacy level was less than 16 per cent.
ANEF FAFFTOE T dY MORHSLF FN WAl
O female literacy level was at a negligible low of about seven per cent.
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O overall mortality rate was very high and in that, particularly, the infant mortality rate
was quite alarming—about 218 per thousand. (in 2019 IFR is 28.3 per thousand)
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O Life expectancy was also very low—32 years (in 2018: 69.42 years)
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