INDIAN ECONOMY ON THE EVE OF INDEPENDENCE

LAl bl G Gl W ARG STfegere
After studying this chapter, 3H 3™ &l UG oh g 3

the learners will

> WadAdl 9 oh 99d 99 1947

>»become familiar with the .
state of the Indian economy H 9RA i A Dl M

in 1947, the year of India’s % 91 ¥ WHT;

independence > AR stefeqaeen &t 37y
»understand the factors that g gur TaEAY 1 feufg 7
led to the underdevelopment < .
P qgal 3% O SR 4 9Rfad

and stagnation of the Indian
economy. SRl
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TAAdl sl qd e W HRAGE 3reaaee

INTRODUCTION qfmy
The primary objective of this ‘i 1 onffe fawra’ fasas g
book, Indian Economic e T sy ﬁ A

Development, is to familiarise

you with the basic features of AACATEAT 1 q@q{d feretuaan

the Indian economy, and its SRRl 31 SR Tl Wi & 915 9
development, as it is today, in &T fa&™d @ (@ U 21 =T, 39
the aftermath of Independence. =} gduF 39T den 9fasg &1
However, it is equally important FaEaet 1 g9 @ 90 S99

to know, somethm_g about the sl ardia o eI 3 S Sa &
country’s economic past even as

you learn about its present state w‘f'f 317" safdT g0 3Tt ==l 6
and future prospects. So, let us 3R¥ Wa>dl 4 Yd I il Aefgaee

first look at the state of India’s &1 feeifqy @ ¥ @ &1 =@ %9 o &0
economy prior to the country’s 55 g gt 1 9 @ yggIE HO
independence and form an idea =l @S uE & e w1l

of the various considerations , ,
that shaped India’s post- rifaat 1 freiRe s A weweryt

independence development JreE e 21

A‘I‘“A“‘.
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TEAAdl bl Id HeAal T ARG STefeaaeen

The sole purpose of the wrq # fafesr siufEfye g
British colonial rule In %1 q&d 3I°YF 37l ® osl 9

India was to reduce the  frg =t @ siifs auR &
country to being a raW oy oreiiy sroforaeen 1 et

material supplier for Great N
Britain’s own rapidly Th sh=dl Uil 9SMEh dh

expanding modern gifqa @1 e
industrial base.
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TAAdl bl gd TEAT W ARG AfHae
LOW LEVEL OF ECONOMIC  3fiqfaferes e o Sravld

DEVELOPMENT UNDER THE  frm_wdg anifeis fasrg

COLONIAL RULE :
India had an independent HUSH AET HT T A T’f R

economy before the advent of I U TAA NATTEAT |
the British rule. Though T SHEEET Hl SASifashT 3R
agriculture was the main IR HT 3T FT qeq gid ?fFGI
source of livelihood for most .
ofT, TR +it 331 =1 sTef=aeen o

people, yet, the country’s
economy was characterised fafi= g&R &1 fafmion

by various kinds of nfafafe=r & W e g:(ﬁ 9 391t

manufacturing activities. India T ;
was particularly well known , 11 ST a4l «gHc

for its handicraft industries in A01-31 3T 9 &t fereuenetatt
the fields of cotton and silk & 3Ich® g & ®I § IRd

textiles, metal and precious gy v o gfaeTa gt 9&T o1

stone works etc.
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Textile Industry in Bengal

Muslin is a type of cotton
textile which had its origin in
Bengal, particularly, places in
and around Dhaka (spelled
during the pre-independence
period as Dacca), now the
capital city of Bangladesh.
‘Daccai Muslin’ had gained
worldwide fame as an
exquisite type of cotton
textile. The finest variety of
muslin was called malmal.
Sometimes, foreign travellers
also used to refer to it as
malmal shahi or malmal khas
implying that it was worn by,
or fit for, the royalty.

MM T ol A

HHel Th fasis YR &1 Yl U
21 3% g fmior &= s,
faviven SThT o SMH-UTE T &3
Wl § (I8 TR 37« qrRyl &
UL 2) 1 SRl o HolHel =

Sch & Hife oh Yl 9% oh €9 H
fava X ° 9ga @fa sifsia &t o)
I8 dgd Bl "l hysl sial ol
facsit = 39 IMEt HaHd Al
HaAd S Hl shed &1 3qR1 AWM
JEl o1 f 9 39 HUS &t yMEl
qRERl <k ST o Ig HHd o
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a fundamental change in
the structure of the Indian
economy — transforming
the country into supplier of

raw materials and consumer Hadq g am 31 Aifaat  ara

of finished industrial
products from Britain.

EAAdl $l g AT W AR ALgaeen
Such policies brought about JtgfEafye smEst g © T

e Aifaat &1 «39 9Rd &0
nfefer fawra &t dfeswd 3 q@
3T o onfefer feal &1 TXeror SR

@l AdATEA & WEY o o
€9 & 95 STl R, Soie &l
F=t W F IR B g &
a1 IR 9l T A 6 ol
29 91 &L @ T
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WAl i Jd a1 W ARG refedaee
the colonial government 3ituf-Efers sl 3 &9t 39 <9

never made any sincere  &i U< dUl Yfacdicd 3 I

attempt to estimate AT HE &1 HF SHFSRT 9

India’s national and per ¢ g & faram)
capita income
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the colonial government
never made any sincere
attempt to estimate
India’s national and per
capita income.

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.

Jtafafere Tl 7 w99t 39 2|
%l U= qA1 Iidsafad 3T &l
Thed & o1 df AR 9
#émﬂﬁﬁo—ml

31 SMehahdisn A S|I A
s, fafaem ferel, firea
s, sf. otk 3 al.aa aon
ARG WE TE @ =
JMgfafye &l o SHA S @

SR T T SYqHE dgd "YUl
qH S o |




INDIAN ECONOMY ON THE EVE OF INDEPENDENCE

WAl i Jd a1 W ARG refedaee
AGRICULTURAL SECTOR it &3«
India’s economy under the fsfesr siufRfas wmam & siala

British colonial rule ARd HoId: Teh Hiy figereen gl
remained fundamentally g7 @ 331 +1 a9 85 gfas
agrarian — about 85 per e W wiat @ oA
cent of the country’s Tegel 91 Tl 9 @ B

population lived mostly in
villages and derived megd |/ e STuEr S-S H

livelihood directly or ®l ol
indirectly from agriculture
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EAAdl $l g AT W AR ALgaeen
Agriculture During Pre-British Ud fafe?r &1 o &fy
India gFgdl ARl # ARA W HwidiEl I

The French traveller, Bernier, 3R 7 dchleiid S &1 39 Y
described seventeenth century gufq faar 2- “Sd1 € X & 99 o
Bengal in the following way: M S o fawa ® G S
“The knowledge | have ¥ oaR R ¥ & 9wl g % a9
acquired Iof Bengal inbh;vo a5 fas 2w @ wet s Tug 21 AT
visits inclines me to believe

T gl 9%, =G|, TRl SR

that it is richer than Egypt. It '
exports, in abundance, cottons ¥ ®T LU HEA 4 frafa g @)

and silks, rice, sugar and Fgl T A IuAhT & fag #t g,
butter. It produces amply — for fsstar, 3rst, qu/Afifar, s<@ i<
its own consumption — wheat, TR 3URA a1 81 TBT YA o
vegetables, grains, fowls, 92-98 s AUl HS-d&fdl oh favma
ducks and geese. It has e o fagum 21 39 &9 d & YER

iImmense herds of pigs and *t wsfaar g 7 Suesy o
flocks of sheep and goats. Fish

of every kind it has in
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Agricultural pro-ductivity
became low though, in
absolute terms, the sector
experienced some growth
due to the expansion of the
aggregate area under
cultivation.

various systems of land
settlement that were
introduced by the colonial
government.
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TEAAdl bl Id HeAal T ARG STefeaaeen

Particularly, under the
zamindari system which
was implemented in the
then Bengal Presidency
comprising parts of India’s
present-day eastern
states, the profit accruing
out of the agriculture
sector went to the
zamindars instead of the
cultivators.
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WAl i Jd a1 W ARG refedaee

The main interest of the iRl &t ®f9 at feamt =1
zamindars was only to anfefeh TEIM H1 SFRET HY,
collect rent regardless of s g sifys § sifus o TIE
the economic condition of & 9% T @ ot o
the cultivators; this .
caused immense misery FRT, FuH M qﬁ SIS
and social tension among SR qrfseh Tl Ht qet B
the latter. SIS
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EAAdl $l g AT W AR ALgaeen
TS A€l i I0al bl Hi

revenue settiement were
also responsible for the
zamindars adopting such
an attitude; dates for
depositing specified sums
of revenue were fixed,
failing which the
zamindars were to lose
their rights.

SIHIQRI o 39 FdeR oh fae™
Y ogd ARE @l 81 TS 6l
ffy=a af¥yt TR o *ig |7
< wOA &1 faferr @i fraifa
o9f — ITch ATUR THH SMHI
el U UM 9rd SHISRE 9
3k AfYsR B fau S o)
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There was, of course,
some evidence of a
relatively higher yield of
cash crops in certain
areas of the country due
to commercialisation of
agriculture.

But this could hardly help
farmers in improving their
economic condition as,
instead of producing food
crops, now they were
producing cash crops
which were to be

ultimately used by British
indus<striee back home.
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TAAdl bl gd TEAT W ARG AfHae

small farmers and
sharecroppers neither had
resources and technology
nor had incentive to invest
In agriculure.
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TEAAdl bl Id HeAal T ARG STefeaaeen

INDUSTRIAL SECTOR

India could not develop a
sound industrial base
under the colonial rule.
Even as the country’s
world famous handicraft
industries declined, no
corresponding modern
industrial base was
allowed to come up to
take pride of place so long
enjoyed by the former.
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TAAdl bl gd TEAT W ARG AfHae

In the unfolding economic
scenario, the decline of
the indigenous handicraft
industries created not only
massive unemployment in
India but also a new
demand in the Indian
consumer market, which
was now deprived of the
supply of locally made
goods.
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EAAdl $l g AT W AR ALgaeen

During the second half of
the nineteenth century,
modern industry began to
take root in India but its
progress remained very
slow. Initially, this
development was confined
to the setting up of cotton
and jute textile mills. 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



INDIAN ECONOMY ON THE EVE OF INDEPENDENCE
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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.
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TEAAdl bl Id HeAal T ARG STefeaaeen

there was hardly any
capital goods industry to
help promote further
industrialisation in India.
Capital goods industry
means industries which
can produce machine
tools which are, in turn,
used for producing articles
for current consumption.
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TEAAdl bl Id HeAal T ARG STefeaaeen

the growth rate of the new
industrial sector and its
contribution to the Gross
Domestic Product (GDP) or
Gross Value Added
remained very small.

This sector remained
confined only to the
railways, power
generation,
communications, ports
and some other
departmental
undertakings.
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FOREIGN TRADE

India has been an
important trading nation
since ancient times.

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.
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FOREIGN TRADE

India has been an
important trading nation
since ancient times.

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.
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TAAdl bl gd TEAT W ARG AfHae

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 (Sri
Lanka) and Persia (Iran).
The opening of the Suez
Canal further intensified
British control over India’s
foreign trade
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EAAdl $l g AT W AR ALgaeen

The most important
characteristic of India’s
foreign trade throughout
the colonial period was
the generation of a large
export surplus.

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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TEAAdl bl Id HeAal T ARG STefeaaeen

DEMOGRAPHIC BRIEEICEINEIR
CONDITION Various details fgfest vyra &1 sS99=n & fauqa
about the population of =R G99 2ol 1881 H1 SFREIUMET

British India were first % qd TEfd fRT T
collected through a

census in 1881.
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TAAdl bl gd TEAT W ARG AfHae

Before 1921, India was in
the first stage of
demographic transition.
The second stage of
transition began after
1921. However, neither the
total population of India
nor the rate of population
growth at this stage was
very high.

9% 1921 ©h Yd 1 HRd
SHifchh I GhHUT oh YUH GiqH
° o fgdia QiU &1 39
1921 o €I M1 ST 81 b,
39 9UF dh 1 df 9Rd i
SEET Sgd favna ot SR A
8l 3Uhl TIlg X ogd Afuw
o |
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qETfsies farg s fafa—= ga

The various social
development indicators
were also not quite
encouraging. The overall
literacy level was less than
16 per cent. Out of this,
the female literacy level
was at a negligible low of
about seven per cent.
Public health facilities
were either unavailable to
large chunks of population
or, when available, were
highly inadequate.

Sl

dgd Scdeadd Bl Ul Hdl

feTrept Trarar T at 16 qfava
g of 9 g of sad wfeen

IeRdl X T, shad 7 gfas«
ATHRT TS ot F1-TErey A9

it
Sg

YT i gaw g 7=l o=
3 gfaumd Iuesy off o,

I

" frara €1 sTuaiw| et
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TEAAdl bl Id HeAal T ARG STefeaaeen

the overall mortality rate
was very high and in that,
particularly, the infant
mortality rate was quite
alarming—about 218 per
thousand in contrast to
the present infant
mortality rate of 33 per
thousand. Life expectancy
was also very low—44
years in contrast to the
present 69 years.

$iz AMv=d &l fh 39 90

ghd Yo I 9gd Hdt ol
fasiy ®v 9 ¥y g X Aty
dieM arcll el 9 9 €1

24

T 3 ° R g9 <X 33 9id

TR T M T, WIH g al A

4

218 gfd s &t Sitaq

TN & 9t 3N oh 69 99

G|

do T | ohddl 44 99 g o
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India during the colonial 3u® %I 4 & & f&
period which contributed ai\yfEfoe s & <A 9
to the worsening profile of § yfye T« w2t
India’s population of the TR EEY R S SEEE
time. #1 39 3R =R & T
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OCCUPATIONAL STRUCTURE

the occupational structure of
India, i.e., distribution of
working persons across
different industries and
sectors, showed little sign of
change. The agricultural
sector accounted forthe
largest share of workforce,
which usually remained at a
high of 70-75 per cent while
the manufacturing and the
services sectors accounted
for only 10 and 15-20 per cent
respectively.

AT Ish &
tufaferes @ 9 fafa=
Jteifiter &SRl & o SR
gfrept & ufaes fadarse o
$iz gfada &€l M Hfy a4
981 Hq9™ o1, fSad 70-75
gfaera sSHaEn ot ot fafqaion
dem 941 &t d Hus: 10
qfderd dem 15-20 9iderd
S-G9 it WSR fael a1 @l
o |
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EAAdl $l g AT W AR ALgaeen
states of Tamil Nadu, Andhra 39 999 &1 459 34 dl (AN

Pradesh, Kerala and
Karnataka), Bombay and
Bengal withessed a decline
in the dependence of the
workforce on the
agricultural sector with a
commensurate increase In
the manufacturing and the
services sectors. However,
there had been an increase
in the share of workforce In
agriculture during the same
time in states such as
Orissa, Rajasthan and
Punjab.

o dfferTg, oY, wies 3
ohicl gral o &), qa8 3R
9l o S &3l H FhrRdad hl
S &z W A o =«
@l o, fafmafor aen 941 sisehl
h1 He<d dajed d¢ @I ol
frq 34T mafy ¥ qwiE,

TS 3R ST & &= o
&0 & o gfusl & U o
gfg 21Tl T
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INFRASTRUCTURE UTileh LT
Under the colonial regime, 3ituf@frs smeT & aifq 2w
basic infrastructure such ¥ &, Yo, 51 4f@eq 9

as railways, ports, water gg_qr snfe «1 fawm |
transport, posts and

telegraphs did develop.
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Roads constructed in Indiad =& @ siufEfye fea qeF
prior to the advent of the & 39 ¥ feu 1w 94 sv=H

British rule were not fit for e @ qed S+ m freh
modern transport. AT T S fer Swpad
T2l off|
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TEAAdl Sl qd A1 W ARG ATl
There always remained an TIioT &5 % W1 Tg9M o

acute shortage of &Y

gt Jigm % 3T '

allweather roads to reach & ges ot =1 s199 i@
gut_to tthhe rur_al areas I & @ a9fea § @ 98
uring the rainy season. . & & oiew &) S em

Naturally, therefore,

people mostly living In DLl

ﬁmﬁmﬁwﬁw

these areas suffered SIS

L: 1R 3 1 [ L S )

grievously during natural f&fa # umior &= # <9
calamities and famines. IEMEA &1 Siaq wfeaEA 5

U]

CGR S G
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The British introduced the 31dsi 7 1850 # 9Ra # &t

railways in India in 1850 &7 31y faay

| I3l 3hT 9ad

and it is considered as oneq-ﬁﬂuf T

T HFET ST 2l

of their most important 1o 3 oo 3 syefegaeen =
co_ntrlbutlons The T # 3 AUl adEt @

railways affected the
structure of the Indian
economy in two important
ways

gdrfad T
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Al i gl Geq1 W AR 3refegereen

it fostered 59 HAURITR 0T hl YR
commercialisation of I e

Indian agriculture which .
adversely affected the ATHAHAT & WET T

self-sufficiency of the faudia gv@ g 9Ra &
village economies in India. fia 4 f1:93% fawr gam,
The volume of India’s q-{@ s 1Y WA

exports undoubtedly
expanded but its benefits Hl EN el d & 9T gl

rarely accrued to the
Indian people.
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The inland waterways, at 3Ig gug o 3Tdih SIHE
times, also proved ST foe gu 32T

uneconomical as in the T o
case of the Coast Canal on Hl el gHl

the Orissa coast. Though 3<IEUl 21 Fufy 39 T8 &

the canal was built at a frator &t g 9 fea
huge cost to the R o

government exchequer,
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TAAdl sl qd e W HRAGE 3reaaee
The introduction of the qRd A fasfaqd &1 T dei

expensive system of R aeel &1 7= 29 al
electric telegraph in India,

similarly, served the T SFGET &l ST Tl

purpose of maintaining &
law and order.
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CONCLUSION e

By the time India won its g wiftd @&, 200 asf

independence, the impact Fesft STTEa
of the two-century long i b1 S

British colonial rule was A Afcqaeell & Y

already showing on all A 9 391 93 ST bl
aspects of the Indian ofT|
economy.
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Britain. Infrastructure faesit SATIR @ hdel STeie i
facilities, including the et wifa &t 9ifvg =T @I

famed railway network, Tl yfag Yea ﬁgaq:f gfea gt
needed upgradation, oifis Qe § 3=,

expansion and public YER qU1 SAEl famrd w

orientation. Prevalence of
rampant poverty and JMaYAhRal ot =AY T 3R

unemployment required  SUSTIRI it wresifTw smfels

welfare orientation of Hifadt =t SR cao-qEl sA
public economic policy. In =7 28 T W i1 &y =,

a nutshell, the social and 2y ¥ gmfss v snfefe

economic challenges AT Sga st o)
before the country were

enormous.
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Recap RGLELEK

> An understanding of the > WdAdl o 91 i STifefs
economy before foshTa &1 SucifserAl 6t wal

independence is necessary .
to know and appreciate the ®9 H gUH UM b fou

Ievhe_l of cc:lledvel_opn:lt;:nt A3 tl\zf &1 IIIEAT Bl
achieved during the ;
postindependence period. HEl o Bl . g
» Under the colonial > Sitafafes wraeht ®
dispensation, the economic anfefer ifaan wnfaa 291 3R
policies of the government g7 & o o aarfefs

were concerned more with

the protection and fahra @ 9@ 7T 4f, 3T
promotion of British Y dl SToie o e feal
economic interests than . :

®1 G0 AR GaeiT om
with the need to develop the S

economic condition of the
colonised country and its

—A‘A—Al‘
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» The agricultural sector
continued to experience
stagnation and
deterioration despite the
fact that the largest section
of Indian population
depended on it for
sustenance.

> The rule of the British-India
government led to the
collapse of India’s world
famous handicraft
industries without
contributing, in any
significant manner, to its
replacement by a modern
industrial base.

> qRd &1 3Usil TR g1

> el 8l ARd 1 SH9SAl &l

9gd 981 91 Sy 9 g
YAl 3ATSitiaeht qrdr o1, fohq
H & Tfde & Wl -
o 3@ % & yHT fae @)

AR M3 Aifaat o T
qRd o fava 9fag sl
SN 1 a4 Bidl @I AN

Ik H W fedr syfas
JEfiTeh YR &1 &1 T8l
&l US|
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>Lack of adequate public > qgieq g Ereed 94913t
health facilities, occurrence *T AAE, IR-aR YTHidH

of frequent natural .
calamities and famines ToRre SR ST

pauperised the hapless SFHE St Sgd g fHT s
Indian people and resulted STell 3 SHoh IOl I=d
in engendering high a1 AT T IS
mortality rates. > rrfy o sityfafe fedat Q

»Some efforts were made by I st e ¥ 3

the colonial regime to ) .
improve infrastructure ik T Glaunen 6l

facilities but these efforts gurd o 99E fou o, Wg
were spiced with selfish 3 9™l | 39T ffed @
motives. However, the off| I=Ifg TWasl YRd i1 TR
independent Indian Y T & TR 9 STER

government had to built on
this base through planning. aNIELL



