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1.1 Learning Objectives

After going through this unit, the learners will be able to understand:
•

Status of Indian economy during pre-British period.

•

The impact of the British advent on the Indian economy.

1.2 A Brief Background
History of Indian Economy is the study of our economic development with reference to
the growth of our business enterprises, organizations and various policies and reforms
contributing towards the same. The study on economic history of modern India had a
very late beginning and is indeed a neglected area.
The focus of this unit is to describe the characteristic of Indian economy as a colonial
economy, the process of colonizing Indian economy. Further, the focus would also be on
monopolistic trade tactics, banning of Indian products in Britain, transformation of trade
after industrial revolution and entry of foreign enterprises in India. In addition, an
elaborate discussion on land settlement, revenue policies, commercialization of
agriculture, decline of handicrafts, state of irrigation, development of transport and
communication and currency is also provided. Finally, it evaluates economic impact of
British rule and addresses the issue of economic drain.
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1.3 State of Traditional Indian Economy Prior to the
18thCentury
A self-sufficient village, based on agriculture carried on with the primitive plough and
bullock-power and handicrafts by means of simple instruments, was the basic feature of
pre-British Indian traditional society. The self-sufficient village as the basic economic
unit had existed for centuries in India and except for some minor modifications, had
survived till the advent of the British rule, despite of all political tremors, religious
upheavals and devastating wars. The village population was mainly composed of
peasants. The village committee, representing the village community which was the defacto owner of the village land and distributed these lands among the peasant families in
the form of holdings. Each holding was cultivated by the peasant family by means of the
collective members and with the aid of primitive plough and bullocks. The peasant family
enjoyed a traditional hereditary right to possess and cultivate its holding from generation
to generation.
The structure of agricultural production in the Indian village thus remained un-interfered
with for centuries. No emperor ever challenged the ultimate customary right over the
village land by the village community. Further, production in the village was to a large
extend for the needs of the village. Besides the peasant families, the village population
also included industrial workers- such as a smith, a carpenter, a potter, a weaver, a
cobbler, a washer man, an oilman, a barber, and others. They all worked almost
exclusively for satisfying the needs of the village population. The village did not have
any appreciable exchange relations with the outside world and also within itself; the
phenomenon of a market was absent.
Another feature of the village economic life was the low stage of the division of labour
based on insufficient differentiation of agriculture and industry. Thus, economically the
village was predominantly autarchic. Local produce prepared mainly by means of local
labour and resources was almost locally consumed. There was very little exchange
between the village and outside world, whatever little trade existed, was carried on,
generally, on a specific day of the week, at the market in a big village, where a big variety
of goods from a number of centres was sold (Agrawal, 2015)1.
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Agrarian Structure
It is generally held that the agrarian structure in the pre-British Indian rural society was
self-sufficient village community-based agriculture. Simple agricultural equipment and
hand manipulated tools for manufacture were all that were known. The sickle and plough,
the saw and chisel, the spinning wheel and pit-loom gave service for generations. The
village artisans secured locally the raw materials, such as wood, clay and hide, required
for their crafts. Wood was available from the forest area in the periphery of the village.
The carcasses of dead animals of the village provided the cobbler with hides. Cotton grew
in almost every part of the country. On the whole the village was self-sufficient regarding
the raw materials needed for the village artisan industry.
Since neither the King nor the intermediaries such as the Zaminders, Jagirders or nobles
or religious or charitable institutions were owners of the land, all conflicts which took
place among rulers were only over the magnitude of the share of the village produce.
Thus Indian feudalism was different from European feudalism by the fact that, under it
no private property in land existed. The feudal nobility which was existed throughout the
pre-British period was given by the monarch only the right to collect and appropriate
revenue over a specific number of villages. The institution of the manor never existed in
three pre-British Indian society. The very fact that under all types of kings, benevolent
or despotic, Hindu, Buddhist or Muslim, no attempt was made to deprive the village
communities of the land and establish a class of land owners over them, is a testimony
of the fact that land was not regarded as the property of the King, that the village
community was the de facto owner of the village land and that the state or the monarch
had a claim only over a share of the realized annual produce from it .On the other hand,
there was no individual peasant proprietorshipover the land either. This means that there
did not exist in pre- British India any form of private ownership of land (Mulage, 2017)2.
Irrigation System
Irrigation has been practiced in India for many centuries. But it is difficult to decide how
exactly irrigation practices had begun in India. The earliest known system of irrigation
in India includes Harappan irrigation and that of Inamgoan (Maharashtra) site. Harappan
and Mohenjodaro civilizations (of 2500 B C) which were competitors with the “fertile
crescent” of Babylon and the Nile as cradles of Neolithic civilization did rely on
2
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irrigation. There can be little doubt that the development of irrigation systems received
a great impetus after the discovery of iron and extensive use of it about 3000 years ago.
Irrigation practices have spread simultaneously developing into varieties of techniques
suitable for diverse natural conditions. Some of the existing techniques might have
originated at this time. The three most common types of traditional works found in India
are: diversion channels, surface-drainage tanks and wells.
The technique reached the most spectacular development in south India where the major
rivers were also controlled by diversion method. Ghiyasuddin Tughluq (1220-1250) is
credited to be the first ruler who encouraged digging canals. Fruz Tughlug (1351-86) is
considered to be the greatest canal builder. Irrigation is said to be one of the major reasons
for the growth and expansion of the Vijayanagar Empire in southern India in the fifteenth
century. Babur, in his memoirs called ‘Baburnamah’ gave a vivid description of prevalent
modes of irrigation practices in India at that time. The Gabar Bunds captured and stored
annual runoff from surrounding mountains to be made available to tracts under
cultivation. The primary purpose of diversion channels did differ from region to region.
In the plains near the Himalayas, where the slope is higher, they were primarily for
irrigation. But near the confluence, particularly in Ganga delta which includes the whole
of Bengal, the primary purpose was drainage and flood control, though irrigation needs
have also been met by these canals. These canals have been known here as ‘drainage
channels. Unlike the piedmont canals, whose contents got eroded rapidly because of the
slope of the terrain, the canals of the flood plains retained water them and reservoirs like
‘system tanks’ were unnecessary. And according to Wilcox(1930) some of the major
rivers of Bengal today were originally artificial drainage channels. The antiquity of these
systems cannot be dated. But technological considerations suggest that these may be
quite old. The Indus valley probably had extensive system’ of inundation canals from
time immemorial. But most parts of Ganga valley were merely royal monuments,
probably initiations of West India, but notoriously poor in engineering and with little
achievement in irrigation performance.
Nature of Rural Economy in Pre-British India
A self-sufficient village, based on agriculture carried on with the primitive wooden
plough and bullock-power and handicrafts by means of simple instruments, was the basic
feature of pre-British Indian society. The self-sufficient village as the basic economic
unit had existed for centuries in India and, except for some minor modifications, had
survived till the advent of the British rule. The village population was mainly composed
of peasants. The village committee, representing the village community, which was the
de facto owner of the village land, distributed this land among the peasant families in the
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form of holdings. Each holding was cultivated by the peasant family by means of the
collective labour of its members and with the aid of the primitive plough and bullocks.
Peasant family enjoyed a traditional hereditary right to possess and cultivate it holding
from generation to generation. Further, village agriculture was mainly produced for the
needs of the village. A share of this produce had to be surrendered to the lord of the
moment. Besides the peasant families, the village population also included industrial
workers-such as a blacksmith, a carpenter, a potter, a weaver, a cobbler, a washerman,
an oilman, a barber, and others. They all worked almost exclusively for satisfying the
needs of the village population. All exchange of products produced by the village
workers, agricultural or industrial, was limited to the village community and hence very
restricted in scope. The village population consumed almost the whole of what it
produced. Thus, economically, the village was predominantly autarkic. Local produce
prepared mainly by means of local labour and resources was almost locally consumed.
There was very little exchange between village and outside world. Whatever little rade
existed, was carried on, generally, on a specific day of the week, at the marketin a big
village where a variety of goods from a number of centres were sold.
Nature of Urban Economy in Pre-British India
Ariiidst an ocean of tiny, autarkic village, a few towns had sprung up and existed. These
towns were of three kinds, those of political importance, those of religious significance
and others of commercial value. Handicraft industries, complex and diversified,
flourished in these towns. In contrast to the artisan industry which had to supply the
limited needs of a small village group, it was the urban industry which produced luxury
articles for the aristocratic and wealthy merchant strata of the society which produced
equipment for the army, forged weapons of war and undertook the construction of
military forts; which erected magnificent places, imposing temples and even such
monuments of rare art or engineering as the world-celebrated Taj Mahal and Qutub
Minar. It was the urban industry, which undertook to constructcanals. The town
handicrafts of India, during centuries of their existence in pre-British India, had reached
a high level of development. The fame of their products, which were varied and had the
great artistic quality, had spread to distant countries (Mubarak, 2016)3.
The Indian industries, consequently, commanded a world market. Perhaps, the most
striking feature of the urban industries was the extremely limited character of their
market. This was due to the fact that they did not produce articles of daily use for the
common people but functioned to meet the specific needs of the social strata and
3
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institutions mentioned above. Further, the requirements of the vast mass of the
population living in autarchic villages were met by the local artisan industry of the
villages themselves, thereby narrowing down the market of urban industries to
extremely restricted zones.
STRUCTURE AND ORGANIZATION OF VILLAGE, TOWNS, INDUSTRIES AND HANDICRAFTS
DURING THE PRE-BRITISH PERIOD:
In the preceding discussion, we are going to understand the history of Indian economy,
i.e. Study of economic activities of men over the period of time in India before the British
rule. This study is little complex because India had the rule by Mughals, Marathas, Local
kings and Nawabs on different parts of India. We should study the past to obtain the
lessons for the present. Similarly, this study will help us in testing the hypothesis of
economic theories. In this unit we shall be able to present a general picture of the villages,
towns and the economic activities undertaken in India during Pre-British rule.

STRUCTURE AND ORGANIZATION OF VILLAGE
Old Indian villages were isolated and self-sufficient socioeconomic units, covering about
ninety percent of the population of India. In 1872, 68.5 percent of male population
derived their livelihood from land. Further, people who were engaged in industrial
occupation had agriculture as a subsidiary occupation. Villages were self-sufficient
entities. There was a barter system of exchange. The means of transport and
communication were underdeveloped. The old economic order was governed and
regulated largely by prevailing customs and status. The joint family and the caste system
decided the occupation of the individuals. Under the economic order, rent, wages and
prices were determinate and regulated by the prevailing usages and customs. Rents paid
by the cultivators to the landlord were customary. Wages were largely regulated by
custom which regulated the remuneration of the hired labour for agricultural purposes.
Custom also regulated prices. There was limited scope for the division of labor, because
of the demand for their product was fixed and limited within village. There was absence
of competition, so the products were stereotyped and determined by customs. A barter
economy prevailed in villages. The use of money was very rare.
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VILLAGE ADMINISTRATION:
It consisted of agriculturists, village artisans, village officers and menials. Agricultural
cultivation was mainly for consumption and very little was kept for market. Each village
had its own artisans and menials. Its chamar skinned the dead cattle, cured their hides
and made the villagers sandals and thongs. Local carpenters made their ploughs.
Blacksmith made shears, potters made utensils, and weavers made cotton clothing, so
also the washer men, barbers had their jobs.
AGRICULTURAL PRODUCTION AND PRODUCTIVITY:
Peasants in Mogul India cultivated their own separate fields with agricultural practices
as those employed by the European countries. They used wooden ploughs, manures,
seeds and artificial irrigation to supplement rain. Wells and tanks were the main sources
of the irrigation. An important feature of Indian agriculture was large number of food
and non-food crops raised by the Indian peasant. The seventeenth century saw the
introduction of two major crops, tobacco and maize and variety of edible fruits brought
by the Moguls and Portuguese. There was substantial increase in the production of
indigo, mulberry, poppy and sugarcane during seventeenth and early eighteenth
centuries. The average productivity of land was higher in pre-British period as compared
to the productivity in 1900, which was due to the greater availability of land. It is
important to note that land during this period was highly stratified. On one hand, there
were big peasants, who carried out cultivation on its own management (khudkasht). They
employed laborers for various cultivation activities for which they paid them wages,
while on the other hand small peasants who engaged in cultivation but depended upon
borrowing for subsistence and food, seed and cattle. Though size of agricultural product
and per capita product in the Mughal India was better, the growth rate of agriculture was
slow. This was due to heavy dependence on monsoon and defective land revenue system.
TOWNS DURING PRE-BRITISH PERIOD
Due to absence of data and other statistical information about the towns during preBritish period, it is difficult to comment on growth of towns and their linkages with rest
of the world. Following are some of the observations. - Most of the towns were nonindustrial in character - Every town had an industry but it was not the cause of its survival.
– (a)The old towns owed their existence to Places of pilgrimage, (b) Seats of courts or
capital of province and (c) Commercial depots. The Mogul period had been very much
important for the urbanization, especially for northern and central India. The political
unification of so vast area under a single ruler stimulated commercial and urban life, as
Odisha State Open University, Sambalpur
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obstacles to the movement of the people and the goods were removed, greater transport
facilities were provided, etc. The monetization of land revenue helped in the growth of
urban areas. So also the availability of raw materials provided additional incentive to the
development of urban centres. The main towns during Mogul period were Delhi, Agra,
and Lahore. The other growing towns were Banaras, Luckhnow, Jaunpur etc. The size
and endurance of individual towns depended largely on their activities. Certain towns
had been purely industrial, or commercial, or administrative unit. While Mathura and
Banaras were the centres of pilgrimage. Some towns prospered more than others since
they had an access to river communication which met large demand of European
countries for Indian goods, for instance, the textile industries in Patna and Banaras
benefited from the rivers like Ganga and Hugli. During the Mogul period, there was
steady shift in the intensity of urbanization from west to east. As a result of prosperity,
central and western parts of Uttar Pradesh started coming into their own towns and town
ships were developed by direct government patronage. By the middle decades of 18th
especially Awadh, were prospering, and thus leading to more favorable conditions for
urbanization. Thus it is clear that most of the urban centres depended heavily on political
conditions for their development and prosperity. Similarly, new Maratha capitals, Poona,
Nagpur, and Baroda etc. led to the growth of towns. New port cities were quite immune
to the political disorders such as Calcutta, Pondicherry and Bombay. It is because of the
development of administrative headquarters also, that the cities (capitals) in their
respective regions were developed. These included Agra, Delhi, and Lahore in the north
and muslim capitals in the south—Bijapur, Golconda, Ahmednagar and Hyderabad.
Some cities grew up because of their religious importance, such as Banaras, Ujjain,
Mathura, Chidambaram and Tanjore. Cities like Calcutta, Bombay, Madras, Pondicherry,
Surat, Cochin and Calicut were important centers of trade with other countries. Thus it is
difficult to state the exact cause for the development of cities during pre-British period.
Towns were developed with the combined causes like trade, pilgrimage centres and
administrative headquarters etc.

INDUSTRIES AND HANDICRAFTS:
The handicrafts industry in the pre-British period was pretty strong. Indian exports
consisted mainly of handicrafts, and enjoyed a huge amount of export surplus. A
comparative analysis showed that India was more advanced than European countries in
terms of industrial production. Handicraft goods like, textiles, luxury products of artistic
trade were flourishing under the patronage of nobles and kings. Different cities of India
became the centres of industrial and commercial activity. Even towns began to become
commercial centres.
Odisha State Open University, Sambalpur
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Organization of handicrafts industry:

Division of labour:
There was a good deal of division of labor, especially in the artistic industries. However,
it was not as well-developed and modern as it is now.

Localizations of industries:
Owing to the availability of raw materials, in case of Kashmir shawls or marbles, there
was considerable localization of industries. Similarly, proximity of markets, skilled labor
led to the concentration of the industries. The restriction of the area of demand was most
serious limitation of the Indian handicraft industry which affected its growth and
organization.
The guilds on the basis of caste:
The urban industry was better organized than the rural which was primitive. Urban crafts
were organized into guilds on the basis of caste pursuing hereditary occupations. They
upheld high standard of workmanship, high quality of work and welfare of workers. It
had following aspects. Highest patronage was made to the titular head of the guild
(nagarseth or city lord). The affairs of the guild were managed by the court of oldmen or
mahajans, and the only office bearer was salaried clerk or Gumasta. The guild system
was not a capitalist. The craftsmen were the guild men working to order on the materials
supplied by the customers.
The artisans sometimes worked as independent masters with or without apprentices and
sometimes lost their independence as and worked for dealer. The East India Company
did not change this system fundamentally. Its agents bought the goods through native
dealers or its agents gave orders to collect the goods from actual handicraftsmen. Thus,
the urban handicrafts were well organized and well developed during pre-British period.
Let us discuss now some of the major industries existed during the pre-British period.

Odisha State Open University, Sambalpur
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The textile industry:
The textile industry was one of the important industries of the pre-British period. The
textile handicrafts included the manufacture of cotton, silk and woolen cloths and other
varieties. The chief centres of the textiles were towns like Agra, Delhi, Lahore, Multan,
Ahmadabad, Bharoch,Surat, Patna, Dacca etc. Many other towns were also involved in
the production of textiles such as, Sarhind, Samanah, Nasarpur, Sehwan, Sironj, Nosarai,
Shahjadpur and Agrezabad.
The silk products:
The manufacture of silk cloth was the next order of import ancechopas, bandanas, and
corahs of Murshidabad, Maldah and Bengal towns; the fine floral brocade work of
Banaras and Ahmedabad; and double weaving of colors produced at Poona, Yeola and
other places were the most important silk products.
The woolen industry:
In woolen, the important product was Kashmiri shawls, produced in Kashmir and other
towns of Punjab like Amritsar and Ludhiana. Kashmiri shawls had a great demand all
over India. By 1850 the shawls became very much popular in Europe and France.
However, it faced many hurdles like France-German war, introduction of new
techniques, availability of cheap substitute products, leading to decline of the industry.
The metal industry:
In India, the manufacture of steel and wrought iron had high perfection almost two
thousand years ago. It is known that the iron industry not only fulfilled local wants, but
also exported the products to foreign countries. The quality of the metal was world-wide
popular. The famous iron pillar near Delhi, which fifteen hundred years old, indicates the
amount of skill in the manufacture of wrought iron its durability. The iron industry
flourished mainly in towns like, Mysore, Chota Nagpur and the Central provinces. The
other metals like brass, copper and bell metal were also famous all over India. The town
centres for the metals were, Banaras, Nasik, Pune, Hyderabad, Vishakhapattanam and
Tanjore. Many other industries like gold, silver, marble, sandalwood; glass-bangles, etc.
were existed.
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The ship-building industry:
It was a flourishing industry in Surat and Baroch. The large supplies of good timber had
made ship-building a prosperous in India. In the words of William Digby, ―a hundred
years ago, the ship-building was so excellent in India that ships could travel to Thames,
as compared to the ships built in Britain.
Other small industries:
Other industries like, jute, paper, leather wood ware, bows and arrows, cord work, cutting
of precious stones, pottery, sculpturing, scents, perfumes, oils etc., were well developed
during pre-British period
Pattern of Industrial Production:
The pattern of industrial production during the pre-British period would be clear from
the following points.
To meet the requirements of the court: The craftsmen and artisans worked for royal
workshops or karkhanas ‘under the control of the government. The state authorities
provided the raw material to the craftsmen and paid wages to them. Most of the karkhanas
were located at cities like Agra, Delhi, Lahore and Ahmedabad. The nobles also followed
the same industrial pattern.
State monopolies: The employment of skilled workers was to produce arms and
ammunition for the state. The production was strictly under the control of the government
supervision. The coins minting was undertaken mostly in urban areas. A large quantity
of arms and ammunition was done in Dacca.
Highly skilled laborers: A large number of skilled laborers or artisans were working all
over the urban areas and responsible for the production of artistic goods and luxury
goods. There was a very high number of skilled workers who were working
independently.
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Local markets:
The artisans from rural areas were working to meet the demands of local markets. They
were mainly engaged in producing the traditional crafts, pottery, carpentry and other
skills. The production was done on subsistence-basis, and the artisans were paid in cash
or kind.
Supplementary to agriculture:
The production of crafts and other products was linked to the agriculture. For instance,
farmers produced the goods based on agriculture like silk, indigo, oil and sugar. The
production of salt and iron was also done on the part-time basis by the peasants or
farmers. Thus, the production of these goods was linked to agriculture as well as to the
industry. Similarly, the goods to be produced were highly determined by the caste to
which the craftsman belonged.
Introduction of the factory system:
As the trade activities increased, the nature of production the methods, demand
conditions changed, a class of merchants was developed and they started having control
on the production. The merchants supplied the finished products to the foreign traders.
The artisans were employed in a large number and were paid for their services by the
merchants.
Stagnant technology:
In spite of the developments in the methods of production of the manufactured goods,
the countries like Europe and China were far ahead of India in terms of technological
progress, especially, in the use of wind and water power, printing, metallurgy, and basic
goods. It is very difficult to find the reasons for the backwardness but we can say that the
system of production was highly caste system oriented. That is, the belief was more in
transferring the hereditary skills from one generation to another and resistance to the
labour-saving technology.
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1.4 The Advent of the European and Impact on the Indian
Economy
The arrival of the European Trading powers in India was a crucial landmark for Indian
trade and economy. India had maintained its trade relations with the foreign merchants
even during the earlier centuries. But there was a great difference between the foreign
merchants who had earlier settled in and conducted brisk trade from India and the
Europeans who came to India in the sixteenth and seventeenth centuries. The earlier
foreign merchants had mere commercial motives and had very little or no support from
their native governments. In course of time the commercial motives of those European
trading powers turned into territorial ambition and by close of the eighteenth-century
India, from a bulk exporter, transformed into one of the biggest importers of the
industrially manufactured goods.
However, the British conquest of India was of a different type. It was the conquest of
India by a modern nation which had abolished feudalism in its own country and had
created a modern nation through the rise and expansion of capitalism. Since, unlike in
the past, India was now ruled by a capitalist nation, this rule had a profound effect on the
economic structure. The history of progressive British domination of India is therefore,
at the same time, the history of the progressive transformation of the feudal economy of
pre- British India into a capitalist economy, however imperfect or distorted. It is bound
up with the decay of old classes associated with old industries and land system and the
rise of new classes resting on new land relations and new modern industries. In place of
the village commune appeared the modern peasant proprietor or the Zaminder, both
private owners of land. While the class of artisans and handicraftsmen disappeared, with
the rise of modern industry and transport under the British rule, new classes appeared
such as the class of capitalists, the class of industrial and transport workers, the class of
agricultural labourers, the class of tenants, the class of a new type of merchants connected
with trade in products of modern Indian and foreign industries.
From 1600 to 1757, the East India Company was playing the role of a trading
cooperation. They brought goods or precious metals to India and exchanged them for
Indian goods like textile and spices. It earned its profit by selling Indian goods abroad.
But they were not happy with the popularity which Indian textiles enjoyed in Britain. The
British manufacturers put pressure on their government to restrict and prohibit the sale
of Indian goods in England. By 1720, laws had been passed forbidding the wear or use
Odisha State Open University, Sambalpur
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of printed or dyed cotton cloth. Moreover, heavy duties were imposed on the import of
plain cloth. In spite of these laws, Indian silk and cotton textiles still held their position
in foreign markets until the middle of the eighteenth-century when the English textile
industry began to develop on the basis of new and advanced technology. After the Battle
of Plassey in 1757, as the East India Company took over political control in Bengal, it
could use its influence over trade and production. It used the revenues of Bengal to
finance its export of Indian goods. The Company now forced the weavers of Bengal to
sell their products at a cheaper price, even at a loss. Many of them were compelled to
work for the Company at low wages and were forbidden to work for Indian merchants.
The servants of the Company monopolized the sale of raw cotton and forced the Bengal
weavers to pay a very high price for it. At the same time Indian textiles had to pay heavy
duties on entering England. The real blow to Indian handicrafts fell after 1813, when they
not only lost their foreign market, but also their market in India.
The Industrial Revolution in Britain completely transformed Britain’s economy and its
economic relations with India. The Industrial Revolution gave rise to a powerful class of
manufacturers in Britain who had an important impact on Indian administration and its
politics. And as this class grew in number and strength and political influence, it began
to attack the trade monopoly of the Company. Since the profits of this class came from
manufacturing and not from trading, it wanted to encourage not imports of manufactures,
but exports of its own products to India as well as imports of raw materials like raw cotton
from India. In 1769 by a law the British Industrialists compelled the Company to export
every year British manufactures amounting to over 380,000 pound. In 1793, they forced
the Company to grant them the use of 3,000 tons of shipping every year to carry their
goods. As a result the export of British cotton goods to the East, mostly to India increased.
But the British manufacturers were not satisfied.
Between 1793 and 1813, they launched a powerful campaign against the Company and
its commercial privileges. Finally in 1813 they succeeded in abolishing the Company’s
monopoly of Indian trade. As a result of this development British goods started flooding
the Indian market. The Indian handicraft industry suffered a lot as it could not face the
competition from the machine-made products coming from England. The British
Government in India did not take any effective step to protect these industries. Moreover,
the free trade imposed on India was one-sided. While foreign goods could easily enter
India, the Indian products had to pay a heavy duty on entering Britain. As a result of the
prohibitive import duties and development of machine industry, Indian export to foreign
countries fell rapidly. India was now forced to export raw materials like raw cotton and
silk to meet the need of the British industry. The British also promoted the sale of Indian
opium in China in spite of China’s ban on it. By the end of the nineteenth century Indian
Odisha State Open University, Sambalpur
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exports consisted primarily of raw cotton, jute and silk, oil-seeds, wheat, hides and skins,
indigo and tea. Thus, the commercial policy of the East India Company after 1813was
guided by the needs of the British industry. Its main aim was to transform India into a
consumer of British manufactures and a supplier of raw material. The British exported
to Britain part of India’s wealth and resources for which India got no adequate economic
or material return. This “Economic Drain” was a unique feature of British rule. The
British government spent a large part of the taxes and income they drained from the
Indian people not in India but in Britain. The drain of wealth from Bengal began in 1757
when the Company’s servants began to carry with them a huge amount of wealth
extracted from Indian rulers, Zamindars, merchants and the common people. In 1756, the
Company acquired the ‘Diwani’ of Bengal and thus gained control over its revenues. The
Company used the revenue of Bengal to purchase Indian goods and then exported them.
These purchases were called ‘Investments’. Thus, through these ‘Investments’, the
revenue of Bengal was sent to England. By the end of the eighteenth century the drain
constituted nearly nine percent of India’s national income. The actual drain was even
more. It was in the form of salaries and other incomes of English officials and thetrading
profits made by the English merchants. The drain went on increasing after 1858. The
wealth drained out of India played an important part in financing Britain’s capitalist’s
development, especially during the period of Britain’s early industrialization.

Beginning of a National Market
There were two undeniable economic benefits provided by India. It was a captive market
for British goods and services, and served defense needs by maintaining a large standing
army at no cost to the British taxpayer. The company brought goods and precious metals
into India and exchanged them for Indian goods like textiles and spices, which it sold
abroad. Its profits came primarily from the sale of Indian goods abroad. This is the reason
why Indian rulers tolerated and even encouraged the establishment of the Company’s
factories in India. But from the very beginning, the British manufactures were jealous of
the popularity that Indian textiles enjoyed in Britain. All of a sudden, dress fashions
changed and light cotton textiles began to replace the coarsewoolens of the English. The
British manufacturers put pressure on their government to restrict and prohibit the sale
of Indian goods in England. Heavy duties were imposed on the import of plain cloth.
Other European countries, except Holland, also either prohibited the import of Indian
cloth or imposed heavy import duties.
In spite of these laws, however, Indian silk and cotton textiles still held their own in
cotton textiles still held their own in foreign markets, until the middle of the eighteenth
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century when the English textile industry began to develop on the basis of new and
advanced technology. After the battle of Plassey in 1757, the pattern of the Company’s
commercial relations with India underwent a qualitative change. Now the Company
could use its political control over Indian trade and production and push its Indian trade.
Moreover, it utilized the revenues of Bengal to finance its export of Indian goods. The
British government was determined to protect its rising machine industry whose products
its rising machine industry whose products could still not compete with the better Indian
goods. Even so Indian products held some of their ground. The real blow to Indian
handicrafts fell after 1813, when they lost not only their foreign markets but, what was
of much greater importance, their market in India itself. The Industrial Revolution in
Britain completely transformed Britain’s economy and its economic relations with India.

1.5 Let Us Sum Up
In brief, it could be stated that India had a well-knit economic organisation during the
early eighteenth century. Although one cannot say that the Indian economy was a
"developed" one in the modern sense of the term, one can positively affirm that the Indian
economy did possess sufficient vitality to grow at fast rate. There was a striking balance
and the close harmony between agriculture and industry-which was a rare phenomenon.
India enjoyed supremacy in the external trade. Further, it offered vast opportunities for
internal trade as well, though absence of proper infrastructure was the major concern. In
short, India during the mid-eighteenth century was a country well-equipped to meet the
rising demands of fast economic development. However, the growth in Indian Economy
suffered with the advent of the European due to their territorial ambition and ambition to
exploit. Thus, by close of the eighteenth-century India, from a bulk exporter, transformed
into one of the biggest importers of the industrially manufactured goods.
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UNIT-2 CONSEQUENCES OF BRITISH RULE
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2.3 Ruin of Artisans and Craftsmen
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2.1 Learning Objectives
After going through this Unit, the Learners will be able to understand
•

How the economic policies followed by the British led transformed Indian
economy into a colonial economy?

2.2 Disruption of the Traditional Economy
The economic policies followed by the British led to the rapid transformation of India’s
economy into a colonial economy whose nature and structure were determined by the
needs of the British economy. In this respect the British conquest of India differed from
all previous foreign conquests. Previous conquerors had overthrown Indian political
powers, but had made no basic changes in the country’s economic structure; they had
gradually become a part of Indian life, political as well as economic. The peasant, the
artisan and the trader had continued to lead the same type of existence as before.
The basic economic pattern that of the self-sufficient rural economy, had been
perpetuated. Change of rulers had merely meant change in the personnel of those who
appropriated the peasant’s surplus. But the British conquerors were entirely different.
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They totally disrupted the traditional structure of the Indian economy. Moreover, they
never became an integral part of Indian life. They always remained foreigners in the
land, exploiting Indian resources and carrying away India’s wealth as tribute. The results
of this subordination of the Indian economy to the interests of British trade and industry
were many and varied.

2.3 Ruin of Artisans and Craftsmen

There was a sudden and quick collapse of the urban handicrafts industry which had for
centuries made India’s name a byword in the markets of the entire civilized world. This
collapse was caused largely by competition with the cheaper imported machine made
goods from Britain. We know the British imposed a policy of one way free trade on India
after 1813 and the invasion of British manufactures, in particular cotton textiles,
immediately followed. Indian goods made with primitive techniques could not compete
with goods produced on a mass scale by powerful steam-operated machines.
The ruin of Indian industries, particularly rural artisan industries, proceeded even more
rapidly once the railways were built. The railways enabled British manufactures to reach
and uproot the traditional industries in the remotest villages of the country. As the
American writer, D.H. Buchanan, has put it, “The armour of the isolated self-sufficient
village was pierced by the steel rail, and its life blood ebbed away.” The cottonweaving and spinning industries were the worst hit. Silk and woolen textiles fared no
better and a similar fate overtook the iron, pottery, glass, paper, metals, guns, shipping,
oil-pressing, tanning and dyeing industries.

Apart from the influx of foreign goods, some other factors arising from British conquest
also contributed to the ruin of Indian industries. The oppression practiced by the East
India Company and its servants on the craftsmen of Bengal during the second half of the
eighteenth century, forcing them to sell their goods below the market price and to hire
their services below the prevailing wage, compelled a large number of them to abandon
their ancestral professions. In the normal course, Indian handicrafts would have benefited
from the encouragement given by the Company to their export, but this oppression had
an opposite effect.
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The high import duties and other restrictions imposed on the import of Indian goods into
Britain and Europe during the eighteenth and nineteenth centuries, combined with the
development of modern manufacturing industries in Britain led to the virtual closing of
European markets to Indian manufacturers after 1820.
The gradual disappearance of Indian rulers and their courts who were the main customers
of the handicrafts produced also gave a big blow to these industries. “For instance, the
Indian states were completely dependent on the British in the production of military
weapons.” The British purchased all their military and other government stores in
Britain. Moreover, Indian rulers and nobles were replaced as the ruling class by British
officials and military officers who patronized their own home-products almost
exclusively. This increased the cost of handicrafts and reduced their capacity to compete
with foreign goods.

The ruin of Indian handicrafts was reflected in the ruin of the towns and cities which
were famous for their manufacture. Cities which had withstood the ravages of war and
plunder failed to survive British conquest. Dhaka, Surat, Murshidabad and many other
populous and flourishing industrial centres were depopulated and laid waste.By the end
of the nineteenth century, urban population formed barely 10 per cent of the total
population.
William Bentinck, the Governor-General, reported in 1834-35:
“The misery hardly finds a parallel in the history of commerce. The bones of the cottonweavers are bleaching the plains of India.”
The tragedy was heightened by the fact that the decay of the traditional industries was
not accompanied by the growth of modern machine industries as was the case in Britain
and Western Europe. Consequently, the ruined handicraftsmen and artisans failed to find
alternative employment. The only choice open to them was to crowd into agriculture.
Moreover, the British rule also upset the balance of economic life in the villages. The
gradual destruction of rural crafts broke up the union between agriculture and domestic
industry in the countryside and thus contributed to the destruction of the self- sufficient
rural economy.
On the one hand, millions of peasants, who had supplemented their income by part-time
spinning and weaving, now had to rely overwhelmingly on cultivation; on the other,
millions of rural artisans lost their traditional livelihood and became agricultural
labourers or petty tenants holding tiny plots. They added to the general pressure on land.
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Thus, British conquest led to the de-industrialization of the country and increased
dependence of the people on agriculture. No figures for the earlier period are available
but, according to Census Reports, between 1901 and 1941 alone the percentage of
population dependent on agriculture increased from 63.7 per cent to 70 per cent. This
increasing pressure on agriculture was one of the major causes of the extreme poverty
in India under British rule.
In fact, India now became an agricultural colony of manufacturing Britain which needed
it as a source of raw materials for its industries. Nowhere was the change more glaring
than in the cotton textile industry. While India had been for centuries the largest exporter
of cotton goods in the world, it was now transformed into an importer of British cotton
products and an exporter of raw cotton.

2.4

Impoverishment of the Peasantry

The peasant was also progressively impoverished under British rule. Although he was
now free from internal wars, his material condition deteriorated and he steadily sank into
poverty.
In the very beginning of British rule in Bengal, the policy of Clive and Warren Hastings
of extracting the largest possible land revenue had led to such devastation that even
Cornwallis complained that one-third of Bengal had been transformed into “a jungle
inhabited only by wild beasts”. Nor did improvement occur later. In both the Permanently
and the Temporarily Settled Zamindari areas, the lot of the peasants remained unenviable.
They were left to the mercies of the zamindars who raised rents to unbearable limits,
compelled them to pay illegal dues and to perform forced labour or beggar and oppressed
them in diverse other ways (Powelson, 1988)4.
The condition of the cultivators in the Ryotwari and Mahalwari areas was no better. Here
the government took the place of the zamindars and levied excessive land revenue which
was in the beginning fixed as high as one-third to one-half of the produce. Heavy
assessment of land was one of the main causes of the growth of poverty and the
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Powelson J.P., "The Story of Land - A World History of Land tenure and agrarian reform",
The Lincoln Institute of Land Policy, Cambridge, MA 02138, USA, 1988.
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deterioration of agriculture in the nineteenth century. Many contemporary writers and
officials noted this fact. For instance, Bishop Heber wrote in 1826:
Neither Native nor European agriculturist, I think, can thrive at the present rate of
taxation. Half of the gross produce of the soil is demanded by government. … In
Hindustan [Northern India] I found a general feeling among the King’s officers… that
the peasantries in the Company’s Provinces are on the whole worse off, poorer and more
dispirited than the subjects of the Native Provinces; and here in Madras, where the soil
is, generally speaking, poor, the difference is said to be still more marked. The fact is, no
Native Prince demands the rent which we do.
Even though the land revenue demand went on increasing year after year—it increased
from Rs. 15.3 crore in 1857—58 to Rs. 35.8 crore in 1936—37—the proportion of the
total produce taken as land revenue tended to decline, especially in the twentieth century
as the prices rose and production increased. No proportional increase in land revenue was
made, as the disastrous consequences of demanding extortionate revenue became
obvious. But by now the population pressure on agriculture had increased to such an
extent that the lesser revenue demand of later years weighed on the peasants as heavily
as the higher revenue demand of the earlier years of the Company’s administration.
Moreover, by the twentieth century, the agrarian economy had been ruined and the
landlords, moneylenders and merchants had made deep inroads into the village. The evil
of high revenue demand was made worse because the peasant got little economic return
for his labour. The government spent very little on improving agriculture.
It devoted almost its entire income to meeting the needs of the British-Indian
administration, making the payments of direct and indirect tribute to England, and
serving the interests of British trade and industry. Even the maintenance of law and order
tended to benefit the merchant and the moneylender rather than the peasant.
The harmful effects of an excessive land revenue demand were further heightened by the
rigid manner of its collection. Land revenue had to be paid promptly on the fixed dates
even if the harvest had been below normal or had failed completely. But in bad years the
peasant found it difficult to meet the revenue demand even if he had been able to do so
in good years.
Whenever the peasant failed to pay land revenue, the government put up his land on sale
to collect the arrears of revenue. But in most cases the peasant himself took this step and
sold part of his land to meet the government demand. In either case he lost his land.
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More often the inability to pay revenue drove the peasant to borrow money at high rates
of interest from the moneylender. He preferred getting into debt by mortgaging his land
to a moneylender or to a rich peasant neighbour to losing it outright. He was also forced
to go to the moneylender whenever he found it impossible to make both ends meet.
But once in debt he found it difficult to get out of it. The moneylender charged high rates
of interest and through cunning and deceitful measures, such as false accounting, forged
signatures and making the debtor sign for larger amounts than he had borrowed, got the
peasant deeper and deeper into debt till he parted with his land.
The moneylender was greatly helped by the new legal system and the new revenue
policy. In pre-British times, the moneylender was subordinated to the village community.
He could not behave in a manner totally disliked by the rest of the village. For instance,
he could not charge usurious rates of interest.
In fact, the rates of interest were fixed by usage and public opinion. Moreover, he could
not seize the land of the debtor; he could at most take possession of the debtor’s personal
effects like jewellery, or part of his standing crop. By introducing transferability of land
the British revenue system enabled the moneylender or the rich peasant to take possession
of the land.
Even the benefits of peace and security established by the British through their legal
system and police were primarily reaped by the moneylender in whose hands the law
placed enormous power; he also used the power of the purse to turn the expensive process
of litigation in his favour and to make the police serve his purposes.
Moreover, the literate and shrewd moneylender could easily take advantage of the
ignorance and illiteracy of the peasant to twist the complicated processes of law to get
favourable judicial decisions.Gradually the cultivators in the Ryotwari and Mahalwari
areas sank deeper and deeper into debt and more and more land passed into the hands of
moneylenders, merchants, rich peasants and other moneyed classes. The process was
repeated in the zamindari areas where the tenants lost their tenancy rights and were
ejected from the land or became subtenants of the moneylender.
The process of transfer of land from cultivators was intensified during periods of scarcity
and famines. The Indian peasant hardly had any savings for critical times and whenever
crops failed he fell back upon the moneylender not only to pay land revenue but also to
feed himself and his family.By the end of the nineteenth century, the moneylender had
become a major curse of the countryside and an important cause of the growing poverty
of the rural people. In 1911 the total rural debt was estimated at Rs 300 crore. By 1937 it
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amounted to Rs 1800 crore. The entire process became a vicious circle (Majundar,
1977)5.
The pressure of taxation and growing poverty pushed the cultivators into debt, which in
turn increased their poverty. In fact, the cultivators often failed to understand that the
moneylender was an inevitable cog in the mechanism of imperialist exploitation and
turned their anger against him as he appeared to be the visible cause of their
impoverishment.
For instance, during the Revolt of 1857, wherever the peasantry rose in revolt, quite often
its first target of attack was the moneylender and his account books. Such peasant actions
soon became a common occurrence. The growing commercialization of agriculture also
helped the moneylender-cum-merchant to exploit the cultivator. The poor peasant was
forced to sell his produce just after the harvest and at whatever price he could get as he
had to meet in time the demands of the government, the landlord and the moneylender.
This placed him at the mercy of the grain merchant, who was in a position to dictate terms
and who purchased his produce at much less than the market price. Thus, a large share
of the benefit of the growing trade in agricultural products was reaped by the merchant,
who was very often also the village moneylender.
The loss and overcrowding of land caused by de-industrialisation and lack of modern
industry compelled the landless peasants and ruined artisans and handicraftsmen to
become either tenants of the moneylenders and zamindars by paying rack-rent or
agricultural labourers at starvation wages. Thus, the peasantry was crushed under the
triple burden of the government, the zamindar or landlord, and the moneylender.
After these three had taken their share not much was left for the cultivator and his family
to subsist on. It has been calculated that in 1950-51 land rent and moneylenders’ interest
amounted to Rs 1400 crore or roughly equal to one-third of the total agricultural produce
for the year.The result was that the impoverishment of the peasantry continued along
with an increase in the incidence of famines. People died in millions whenever droughts
or floods caused failure of crops and scarcity.
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2.5

Ruin of Old Zamindars and Rise of New Landlordism

The first few decades of British rule witnessed the ruin of most of the old Zamindars in
Bengal and Madras. This was particularly so with Warren Hastings’ policy of auctioning
the rights of revenue collection to the highest bidders. The Permanent Settlement of 1793
also had a similar effect in the beginning.
The heaviness of land revenue—the government claimed ten-elevenths of the rental—
and the rigid law of collection, under which the Zamindari estates were ruthlessly sold in
case of delay in payment of revenue, worked havoc for the first few years. Many of the
great Zamindars of Bengal were utterly ruined and were forced to sell their Zamindari
rights.
By 1815 nearly half of the landed property of Bengal had been transferred from the old
Zamindars, who had resided in the villages and who had traditions of showing some
consideration to their tenants, to merchants and other moneyed classes, who usually lived
in towns and who were quite ruthless in collecting to the last pie what was due from the
tenant irrespective of difficult circumstances.
Being utterly unscrupulous and possessing little sympathy for the tenants, these new
landlords began to subject the latter to rack-renting and ejectment.The Permanent
Settlement in north Madras and the Temporary Zamindari Settlement in Uttar Pradesh
were equally harsh on the local Zamindars. But the condition of the Zamindars soon
improved radically.
In order to enable the Zamindars to pay the land revenue in time, the authorities increased
their power over the tenants by extinguishing the traditional rights of the tenants. The
Zamindars now set out to push up the rents to the utmost limit. Consequently, they rapidly
grew in prosperity.In the Ryotwari areas to the system of landlord-tenant relations spread
gradually. As we have seen above, more and more land passed into the hands of
moneylenders, merchants and rich peasants who usually got the land cultivated by
tenants. One reason why the Indian moneyed classes were keen to buy land and become
landlords was the absence of effective outlets for investment of their capital in industry
(Dharmakumar and Desai, 1988)6.
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Another process through which this landlordism spread was that of subletting. Many
owner-cultivators and occupancy tenants, having a permanent right to hold land, found
it more convenient to lease out land to land-hungry tenants at exorbitant rent than to
cultivate it themselves. In time, landlordism became the main feature of agrarian
relations not only in the Zamindari areas but also in the Ryotwari ones.
A remarkable feature of the spread of landlordism was the growth of subinfeudation or
intermediaries. Since the cultivating tenants were generally unprotected and the
overcrowding of land led the tenants to compete with one another to acquire land, the
rent of land went on increasing.
The Zamindars and the new landlords found it convenient to sublet their right to collect
rent to other eager persons on profitable terms. But as rents increased, sub-leasers of land
in their turn sublet their rights in land. Thus by a chain-process a large number of rentreceiving intermediaries between the actual cultivator and the government sprang up.
In some cases in Bengal their number went up to as high as fifty! The condition of the
helpless cultivating tenants who ultimately had to bear the burden of maintaining this
horde of superior landlords was precarious beyond imagination. Many of them were little
better than slaves.
An extremely harmful consequence of the rise and growth of Zamindars and landlords
was the political role they played during India’s struggle for independence. Along with
the princes of protected states, many of them became the chief political supporters of the
foreign rulers and opposed the rising national movement. Realising that they owed their
existence to British rule, they tried hard to maintain and perpetuate it.

2.6 Stagnation and Development of Agriculture
As a result of overcrowding in agriculture, excessive land revenue demand, growth of
landlordism, increasing indebtedness and the growing impoverishment of cultivators,
Indian agriculture began to stagnate and even deteriorate resulting in extremely low
yields per acre. Overall agricultural production fell by 14 per cent between 1901 and
1939.
The overcrowding in agriculture and increase in sub-infeudation led to subdivision and
fragmentation of land into small holdings most of which could not maintain their
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cultivators. The extreme poverty of the overwhelming majority of peasants left them
without any resources with which to improve agriculture by using better cattle and seeds,
more manure and fertilisers, and improved techniques of production.
Nor did the cultivator, rack-rented by both the government and the landlord, have any
incentive to do so. After all, the land he cultivated was rarely his property and the bulk
of the benefit which agricultural improvements would bring was likely to be reaped by
the horde of absentee landlords and moneylenders. Subdivision and fragmentation of land
also made it difficult to effect improvements.
In England and other European countries, the rich landlords often invested capital in their
land to increase its productivity with a view to sharing in the increased income. But in
India the absentee landlords, both old and new, performed no useful function. They were
mere rent-receivers who had often no roots in the land and who took no personal interest
in it beyond collecting rent. They found it possible and therefore preferred to increase
their income by further squeezing their tenants rather than by making productive
investments in their lands.
The government could have helped in improving and modernising agriculture. But the
government refused to recognise any such responsibility. A characteristic of the financial
system of British India was that, while the main burden of taxation fell on the shoulders
of the peasant, the government spent only a very small part of it on him.An example of
this neglect of the peasant and agriculture was the step motherly treatment meted out to
public works and agricultural improvement.
While the Government of India had spent by 1905 over 360 crore of rupees on the
railways which was demanded by British business interests, it spent in the same period
less than 50 crores of rupees on irrigation which would have benefited millions of Indian
cultivators. Even so, irrigation was the only field in which the government took some
steps forward.
At a time when agriculture all over the world was being modernized and revolutionised,
Indian agriculture was technologically stagnating; hardly any modern machinery was
used. What was worse was that even ordinary implements were centuries old. For
example, in 1951, there were only 930,000 iron ploughs in use while wooden ploughs
numbered 31.8 million.
The use of inorganic fertilisers was virtually unknown, whereas a large part of animal
manure, i.e. cow-dung, night-soil and cattle bones, was wasted. In 1922-23, only 1.9
percent of all cropped land was under improved seeds. By 1938-39, this percentage had
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gone up to only 11 per cent. Furthermore, agricultural education was completely
neglected. In 1939 there were only six agricultural colleges with 1306 students.There
was not a single agricultural college in Bengal, Bihar, Odisha and Sind. Nor could
peasants make improvements through self-study. There was hardly any spread of
primary education or even literacy in the rural areas.

2.7

Development of Modern Industries

An important development in the second half of the nineteenth century was the
establishment of large-scale machine-based industries in India. The machine age in India
began when cotton textile, jute and coal-mining industries were started in the 1850s. The
first textile mill was started in Bombay by Cowasjee Nanabhoy in 1853, and the first jute
mill in Rishra (Bengal) in 1855.These industries expanded slowly but continuously. In
1879 there were 56 cotton textile mills in India employing nearly 43,000 persons. In 1882
there were 20 jute mills, most of them in Bengal, employing nearly 20,000 persons. By
1905, India had 206 cotton mills employing nearly 196,000 persons. In 1901 there were
over 36 jute mills employing nearly 115,000 persons. The coal-mining industry
employed nearly one lakh of persons in 1906.Other mechanical industries which
developed during the second half of the nineteenth and the beginning of the twentieth
centuries were cotton gins and presses, rice, flour and timber mills, leather tanneries,
woolen textiles, sugar mills, iron and steel works, and such mineral industries as salt,
mica and saltpeter.Cement, paper, matches, sugar and glass industries developed during
the 1930s. But all these industries had a very stunted growth.
Most of the modern Indian industries were owned or controlled by British capital.
Foreign capitalists were attracted to Indian industry by the prospect of high profit. Labour
was extremely cheap; raw materials were readily and cheaply available; and for many
goods, India and its neighbours provided a ready market. For many Indian products, such
as tea, jute and manganese, there was a ready demand the world over.On the other hand,
profitable investment opportunities at home were getting fewer. At the same time, the
colonial government and officials were willing to provide all help and show all favours.
Foreign capital easily overwhelmed Indian capital in many of the industries.
Only in the cotton textile industry did Indians have a large share from the beginning, and
in the 1930s, the sugar industry was developed by Indians. Indian capitalist also had to
struggle from the beginning against the power of British managing agencies and British
banks.
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To enter a field of enterprise, Indian businessmen had to bend before British managing
agencies dominating that field. In many cases even Indian-owned companies were
controlled by foreign-owned or controlled managing agencies.
Indians also found it difficult to get credit from banks most of which were dominated by
British financiers. Even when they could get loans they had to pay high interest rates
while foreigners could borrow on much easier terms.
Of course, gradually Indians began to develop their own banks and insurance companies.
In 1914, foreign banks held over 70 per cent of all bank deposits in India; by 1937, their
share had decreased to 57 per cent.
British enterprises in India also took advantage of their close connection with British
suppliers of machinery and equipment, shipping, insurance companies, marketing
agencies, government officials and political leaders to maintain their dominant position
in Indian economic life. Moreover, the government followed a conscious policy of
favouring foreign capital as against Indian capital.
The railway policy of the government also discriminated against Indian enterprise;
railway freight rates encouraged foreign imports at the cost of trade in domestic products.
It was more difficult and costlier to distribute Indian goods than to distribute imported
goods.
Another serious weakness of Indian industrial effort was the almost complete absence of
heavy or capital goods industries, without which there can be no rapid and independent
development of industries. India had no big plants to produce iron and steel, or to
manufacture machinery.
A few petty repair workshops represented engineering industries and a few iron and brass
foundries represented metallurgical industries. The first steel in India was produced only
in 1913. Thus, India lacked such basic industries as steel, metallurgy, machine, chemical
and oil. India also lagged behind in the development of electric power.
Apart from machine-based industries, the nineteenth century also witnessed the growth
of plantation industries such as indigo, tea and coffee. They were almost exclusively
European in ownership. Indigo was used as a dye in textile manufacture. Indigo
manufacture was introduced into India at the end of the eighteenth century and flourished
in Bengal and Bihar.
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Indigo planters gained notoriety for their oppression over the peasants who were
compelled by them to cultivate indigo. This oppression was vividly portrayed by the
famous Bengali writer Dinbandhu Mitra in his play Neel Darpan in 1860. The invention
of a synthetic dye gave a big blow to the indigo industry and it gradually declined.
The tea industry developed in Assam, Bengal, south India and the hills of Himachal
Pradesh after 1850. Being foreign-owned, it was helped by the government with grants
of rent-free land and other facilities. In time, the use of tea spread all over India and it
also became an important item of export. Coffee plantations developed during this period
in south India.
The plantation and other foreign-owned industries were of hardly any advantage to the
Indian people. Their profits went out of the country. A large part of their salary bill was
spent on highly paid foreign staff. They purchased most of their equipment abroad. Most
of their technical staff was foreign.
Most of their products were sold in foreign markets and the foreign exchange so earned
was utilised by Britain. The only advantage that Indians got out of these industries was
the creation of unskilled jobs. Most of the workers in these enterprises were, however,
extremely low paid, and they worked under extremely harsh conditions for very long
hours. Moreover, conditions of near-slavery prevailed in the plantations.
On the whole, industrial progress in India was exceedingly slow and painful. It was
mostly confined to cotton and jute industries and tea plantations in the nineteenth century,
and to sugar and cement in the 1930s.
As late as 1946, cotton and jute textiles accounted for 40 per cent of all workers employed
in factories. In terms of production as well as employment, the modern industrial
development of India was paltry compared with the economic development of other
countries or those with India’s economic needs.
It did not, in fact, compensate even for the displacement of the indigenous handicrafts; it
had little effect on the problems of poverty and overcrowding of land. The paltriness of
Indian industrialization is brought out by the fact that out of a population of 357 million
in 1951 only about 2.3 million were employed in modern industrial enterprises.
Furthermore, the decay and decline of the urban and rural handicraft industries continued
unabated after 1858. The Indian Planning Commission has calculated that the number of
persons engaged in processing and manufacturing fell from 10.3 million in 1901 to 8.8
million in 1951 even though the population increased by nearly 40 per cent.
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The government made no effort to protect, rehabilitate, reorganize and modernize these
old indigenous industries.
Moreover, even the modern industries had to develop without government help and often
in opposition to British policy. British manufacturers looked upon Indian textile and
other industries as their rivals and put pressure on the Government of India not to
encourage but rather to actively discourage industrial development in India. Thus British
policy artificially restricted and slowed down the growth of Indian industries.
Furthermore, Indian industries, still in a period of infancy, needed protection. They
developed at a time when Britain, France, Germany and the United States had already
established powerful industries and could not therefore compete with them.
In fact, all other countries, including Britain, had protected their infant industries by
imposing heavy customs duties on the import of foreign manufacturers. But India was
not a free country.
Its policies were determined in Britain and in the interests of British industrialists who
forced a policy of Free Trade upon their colony. For the same reason the Government of
India refused to give any financial or other help to the newly founded Indian industries
as was being done at the time by the governments of Europe and Japan for their own
infant industries.
It would not even make adequate arrangements for technical education which remained
extremely backward until 1951 and further contributed to industrial backwardness. In
1939 there were only 7 engineering colleges with 2217 students in the country.
Many Indian projects, for example, those concerning the construction of ships,
locomotives, cars and aero planes, could not get started because of the government’s
refusal to give any help.
Finally, in the 1920s and 1930s under the pressure of the rising nationalist movement and
the Indian capitalist class, the Government of India was forced to grant some tariff
protection to Indian industries. But, once again, the government discriminated against
Indian-owned industries.
The Indian-owned industries such as cement, iron and steel, and glass were denied
protection or given inadequate protection. On the other hand, foreign dominated
industries, such as the match industry, were given the protection they desired. Moreover,
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British imports were given special privileges under the system of ‘imperial preferences’
even though Indians protested vehemently.
Another feature of Indian industrial development was that it was extremely lopsided
regionally. Indian industries were concentrated only in a few regions and cities of the
country. Large parts of the country remained totally underdeveloped.
This unequal regional economic development not only led to wide regional disparities in
income but also affected the level of national integration. It made the task of creating a
unified Indian nation more difficult.
An important social consequence of even the limited industrial development of the
country was the birth and growth of two new social classes in Indian society—the
industrial capitalist class and the modern working class. These two classes were entirely
new in Indian history because modern mines, industries and means of transport were
new.
Even though these classes formed a very small part of the Indian population, they
represented new technology, a new system of economic organisation, new social
relations, new ideas and a new outlook. They were not weighed down by the burden of
old traditions, customs and styles of life.
Most of all, they possessed an all-India outlook. Moreover, both of these new classes
were vitally interested in the industrial development of the country. Their economic and
political importance and roles were, therefore, out of all proportion to their numbers.

2.8

Poverty and Famines

A major characteristic of British rule in India, and the net result of British economic
policies, was the prevalence of extreme poverty among its people. While historians
disagree on the question whether India was getting poorer or not under British rule, there
is no disagreement on the fact that throughout the period of British rule most Indians
always lived on the verge of starvation.
As time passed, they found it more and more difficult to find employment or make a
living. British economic exploitation, the decay of indigenous industries, the failure of
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modern industries to replace them, high taxation, the drain of wealth to Britain and a
backward agrarian structure leading to the stagnation of agriculture and the exploitation
of the poor peasants by the zamindars, landlords, princes, moneylenders, merchants and
the state gradually reduced the Indian people to extreme poverty and prevented them
from progressing. India’s colonial economy stagnated at a low economic level.
The poverty of the people found its culmination in a series of famines which ravaged all
parts of India in the second half of the nineteenth century. The first of these famines
occurred in western Uttar Pradesh in 1860-61 and cost over 2 lakhs of lives. In 1865-66
a famine engulfed Orissa, Bengal, Bihar and Madras and took a toll of nearly 20 lakhs of
lives, Orissa alone losing 10 lakh people.
More than 14 lakhs of persons died in the famine of 1868-70 in western Uttar Pradesh,
Bombay and Punjab. Many states in Rajputana, another affected area, lost one-fourth to
one-third of their population.
Perhaps the worst famine in Indian history till then occurred in 1876—78 in Madras,
Mysore, Hyderabad, Maharashtra, western Uttar Pradesh, and Punjab. Maharashtra lost
8 lakh people, Madras nearly 35 lakh. Mysore lost nearly 20 per cent of its population
and Uttar Pradesh over 12 lakh.
Drought led to a country-wide famine in 1896-97 which affected over 9.5 crores of
people of whom nearly 45 lakh died. The famine of 1899-1900 followed quickly and
caused widespread distress. In spite of official efforts to save lives through provision of
famine relief, over 25 lakhs of people died.
Apart from these major famines, many other local famines and scarcities occurred.
William Digby, a British writer, has calculated that, in all, over 28,825,000 people died
during famines from 1854 to 1901. Another famine in 1943 carried away nearly three
million people in Bengal. These famines and the high losses of life caused by them
indicate the extent to which poverty and starvation had taken root in India.
Many English officials in India recognised the grim reality of India’s poverty during the
nineteenth century.
For example, Charles Elliott, a member of the Governor-General’s Council,
remarked:
“I do not hesitate to say that half the agricultural population do not know from one year’s
end to another what it is to have a full meal.”
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William Hunter, the compiler of the Imperial Gazetteer, conceded that “forty million of
the people of India habitually go through life on insufficient food.” The situation became
still worse in the twentieth century. The quantity of food available to an Indian declined
by as much as 29 per cent in the 30 years between 1911 and 1941.
There were many other indications of India’s economic backwardness and
impoverishment. Colin Clark, a famous authority on national income, has calculated that
during the period 1925-34, India and China had the lowest per capita incomes in the
world. The income of an Englishman was five times that of an Indian.
Similarly, the average life expectancy of an Indian during the 1930s was only 32 years
in spite of the tremendous progress that modern medical sciences and sanitation had
made. In most of the West European and North American countries, the average age was
already over 60 years.
India’s economic backwardness and poverty were not due to the niggardliness of nature.
They were man-made. The natural resources of India were abundant and capable of
yielding, if properly utilised, a high degree of prosperity to the people.But, as a result of
foreign rule and exploitation, and of a backward agrarian and industrial economic
structure—in fact as the total outcome of its historical and social development—India
presented the paradox of a poor people living in a rich country.
The poverty of India was not a product of its geography or of the lack of natural resources
or of some ‘inherent’ defect in the character and capabilities of the people. Nor was it a
remnant of the Mughal period or of the pre-British past.
It was mainly a product of the history of the last two centuries. Before that, India was no
more backward than the countries of Western Europe. Nor were the differences in
standards of living at the time very wide among the countries of the world. Precisely
during the period that the countries of the West developed and prospered, India was
subjected to modern colonialism and was prevented from developing.
All the developed countries of today developed almost entirely over the period during
which India was ruled by Britain, most of them doing so after 1850. Till 1750 the
differences in living standards were not wide between the different parts of the world. It
is interesting, in this connection, to note that the dates of the beginnings of the Industrial
Revolution in Britain and the British conquest of Bengal virtually coincide!
The basic fact is that the same social, political and economic processes that produced
industrial development and social and cultural progress in Britain also produced and then
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maintained economic underdevelopment and social and cultural backwardness in
India.The reason for this is obvious. Britain subordinated the Indian economy to its own
economy and determined the basic social trends in India according to her own needs.
The result was stagnation of India’s agriculture and industries, exploitation of its
peasants and workers by the zamindars, landlords, princes, moneylenders, merchants,
capitalists and the foreign government and its officials, and the spread of poverty, disease
and semi-starvation.

2.9 Let Us Sum Up

The main focus of this unit includes discussion on disruption of the Traditional Economy in
India, the causes behind Ruin of Artisans and Craftsmen, impoverishment of the
Peasantry, Ruin of Old Zamindars and Rise of New Landlordism, Stagnation and
Deterioration of Agriculture and Development of Modern Industries. The discussion
highlights how the economic policies followed by the British led transformed Indian
economy into a colonial economy.

2.10 Reference Book
Mishra, S. K. and Puri V. K. Indian Economy — Its Development Experience.
Himalaya Publishing House, Mumbai (Prescribed Text Book)

2.11 Additional Readings

Dutt R. and Sundharam K. P. M. Indian Economy. S. Chand & Company Ltd., New
Delhi.
Indian Economy Datt and Sundharam, Gaurav Datt and Ashwani Mahajan, S Chand
Publications, 7th Revised Edition.
Indian Economy Since Independence, ed by Uma Kapila, Academic Foundation,
Revised Nineteenth Edition 2008-09.
Government of India (Current Year): Economic Survey, Ministry of Finance, New
Delhi.
Odisha State Open University, Sambalpur

Page 35

UNIT-3 THE LAND SYSTEM AND
COMMERCIALISATION OF AGRICULTURE
Structure
3.1 Learning Objectives
3.2 Land Tenure System in India
3.3 Progress in the Implementation of Tenancy and Revenue Reforms
3.4 Let Us Sum Up
3.5 Reference Book
3.6 Additional Readings

3.1 Learning Objectives
After going through this Unit, the Learners will be able to understand
• Land Tenure System in India
• Progress in the Implementation of Tenancy and Revenue Reforms

3.2 Land Tenure System in India
Land tenure system explains the traditional or legal rights individual or groups of
individuals have on land and the social relationships among the rural population that
emerges from such land rights. It has two constituents namely, the system of land
ownership and secondly, the system of labour organization in rural regions. Thus
depending on the local circumstances and prevailing conditions, many land tenure
systems have developed in different countries in varying socio-economic milieu.
These systems have been influenced by local factors such as socio-cultural values,
political ideologies, level of technological advancements, population trend etc. on the
one hand and natural conditions as for instance climate, soil conditions, topography that
have evolved over the period of time, on the other. Hence, there has been periodical and
continual process of change that has given rise to a different land tenure system. Thus a
specific land tenure system is an institutional framework within which agricultural
production takes place and people live in a defined lifestyle adapting to the gradual
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changes and demands of the prevailing social, cultural, economic, natural and political
conditions.
Land tenure system in India has not been any different from those of the other countries,
they too have been influenced by the surrounding environment, changing with the times
and evolving gradually. Change in political setup from one era to another has been
accompanied by differing political thoughts and ideologies that have influenced the
system of land ownership and also the existing labour organizations. What follows here,
is a systematic study of the various land tenure systems in ancient and medieval India.
Besides, we will try to learn the system as it existed in colonial period and implications
of this period on land tenure system.

LAND TENURE SYSTEM; HISTORICAL CONTEXT
Land tenure system in ancient India is marked by gradual changes and it has evolved
from common ownership to individual ownership. Since human beings used to move as
tribal groups from one place to another, land was considered to be gift of nature and no
person in particular owned it, it was commonly used by all the members of the tribal
group. At later stages, when man started practicing settled agriculture, the concept of
individual ownership developed. Agriculture in this period was in the transitory stage of
nomadic cultivation and settled agriculture. It is clear from the Vedic literature that Vedas
prohibited land grants. Since in this period, all property was under common ownership,
the idea of gifting land to anyone was unlikely.
But with the settling of Aryans society in the Gangetic plains, with the population
gradually increasing the shortage of cultivable land began to be felt and frequent transfer
of land became more common. Mauryan agriculture had two types of landholdings: the
Rashtra landholding was to a large extent independent of the state machinery in their
internal functioning and administration and the Sita type, which was formed by clearing
forestlands with the help of the tribesmen.
There were different land tenure systems in the Gupta period, which is evident from land
grant inscriptions. These are (a) Nividhams i.e. land endowment in perpetuity, (b) Nivi
dharma aksayanai.e. perpetual endowment which a recipient could not alienate but could
make use of the income accruing from it eternally, (c) Aprada dharma which means that
a recipient has all rights to enjoy such a property but no right to make a further gift of the
same and can only enjoy the interest and income from the endowed. land, but had no
administrative rights and finally (d) Bhumichchhidranyaya i.e. rights of ownership as are
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acquired by a man making barren land cultivable for the first time and is free from
liability to pay rent for it.
In medieval period principal achievement of the Dclhi Sultans was systematization of
agrarian exploitation and enhancement in land revenue. The Delhi Sultans classified the
land into three categories: (a) iqtaland i.e. land assigned to officials as iqtas, (b)
khalisaland i.e. crown land which is the land under the control of Sultan and whose
revenues were meant for maintenance of royal household, and finally (c) inam land
(madad-i-maash) or wad land i.e. land assigned or granted to religious leaders. During
Mughal rule land was classified in Akbar's reign in four categories, for the purpose of
assessment namely: (a) polaj (land which was cultivated every year and never left
fallow), (b) paratior parauti (land which had to be left fallow for a time to enable it to
recover fertility), (c) chuchar (land which had to be left fallow for two or three years)
and finally, (d) banjar (land which remained uncultivated for five or more years).
The British used three kind of system for the purpose of revenue settlement better known
as zamindari system, ryotwari system and mahalwari system. After independence, the
Indian Government initiated measures in three directions namely ceiling of land holdings,
rationalization of land tenure system, reform of tenancy system so as to have land reform
with social objective.
LAND TENURE SINCE 1950
British rule established in India a system of intermediaries—called "landlords" by the
British—who were to collect rent from the cultivators on behalf of the state and who
would in turn receive a share of the revenue collected. Those intermediaries had largely
controlled the land tenure system during India's pre-independence period, though the role
of intermediaries varied across the country. The land tenure system of pre-independence
India was broadly divided into three categories: the zamindari system, the mahalwari
system, and the ryotwari system. In the first two categories, the intermediaries—
zamindars and village headmen, respectively—were responsible for the collection of rent
from the cultivators; in the third category, there were no intermediaries, and cultivators
paid the rent directly to the state. The control of intermediaries over land owner shipand
the tenure system led to exploitation of cultivators. In order to eliminate intermediaries
and to pass on ownership rights to the actual cultivators, the process of land reforms was
initiated after independence. The objective of land reforms was to abolish intermediaries
and to bring changes in the revenue system that would be favorable to cultivators.
Tenancy reforms were considered the most important component of land reforms, and
many changes were effected in India's land tenure and revenue system.
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Legislation of Land Tenure
First Five-Year Plan
Efforts to abolish the landlord system were actually enacted in the early 1950s with the
Zamindari Abolition Act. India's Planning Commission introduced its national policy on
tenancy
regulation in its Five-Year Plans. The first proposition of the National Policy on tenancy
reforms, as presented in the First Plan, recommended that large landowners be allowed
to evict their tenants and to bring under personal cultivation land up to a ceiling limit to
be prescribed by each state. It was further suggested that tenants of non-resumable land
be given occupancy rights on payment of a price to be fixed as a multiple of the rental
value of the land. The term "personal cultivation" was defined as cultivation by the owner
or by other members of the family.
Though precise definitions were not provided for small and middle owner-cultivators, a
distinction was made to consider "owners of land not exceeding a family holding as small
owners." Land belonging to small and middle owners was divided into two categories:
land under personal cultivation, and land leased to tenants at will. However, limited
protection was envisaged for such tenants of landowners possessing land below the
ceiling restriction. It was suggested that tenancy should be for five to ten years and should
be renewable, and that the maximum rent payable should not exceed 20 to 25 percent of
the gross produce.
Second Five-Year Plan
To provide effective protection for tenants and to bring a degree of uniformity across the
states, the definition of "personal cultivation" was amended with three elements: risk of
cultivation, personal supervision, and personal labor. It was suggested that the produce
rent should be converted into cash rent and the maximum rent should be fixed as a
multiple of land revenue. The Second Plan also suggested that tenants of non-resumable
areas should be enabled to acquire ownership rights on purchase at a reasonable price.
Further, the payment should be allowed in instillments that might be fixed in such a way
that the burden on the tenant did not exceed 20 to 25 percent of the gross produce.
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Third and Fourth Five-Year Plans
Based on a review of the steps taken in the First and Second Plan periods, the Third Plan
stated that the impact of tenancy legislation on the welfare of tenants had been less than
expected. Hence, the Third Plan reiterated that the final goal should be to confer rights
of ownership to as many tenants as possible. Though it was considered appropriate to
confer the rights of ownership to tenants of non-resumable land of small holders, the
Third Plan did not make any recommendation in this direction, but suggested that the
states should study the problem and determine the suitable action in light of prevailing
conditions. However, the condition of tenants did not improve, and remained precarious
even after the Third Plan period. With a view to ensuring the security of tenure to tenants
and subtenants, the Fourth Plan recommended measures such as "to declare all tenancies
non-resumable and permanent except in the case of landowners working in defence
services or with any disability." In the exceptional cases, the tenancy should be for a
period of three years and subjected to renewal. Provisions were made for complete
security of tenure in homestead lands where cultivators, agricultural laborers, and artisans
had constructed their houses.
Fifth Five-Year Plan
The Fifth Plan contained the recommendations of a special task force for appraising the
progress of problems of land reforms. Subsequently, the National Commission on
Agriculture (NCA) in its report gave the following recommendations:
•

In view of the prevailing land-man ratio, tenancy could not be banned completely
until a large-scale transfer of the population from agricultural to non-agricultural
sectors occurred.

•

The NCA reiterated the provision of ownership rights for all tenants of land
except the landowner of marginal holding and special cases.

•

It further recommended that the price should be lower than the market price and
the tenant should be provided with credit either by the state government or by
financial institutions.

•

The sharecroppers should also be recognized and recorded as tenants and should
be bestowed with all due protection.
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Sixth Five-Year Plan and After
Until the Sixth Plan period, many regulations were passed, but their implementation
appeared lacking. In order to fulfill this goal, the Sixth Plan emphasized measures to
ensure the effective implementation of the accepted policies. A time-bound schedule
was given to the states to implement the measures of land reforms. It further
recommended that the states in which legislative provisions for conferment of ownership
rights on all tenants did not exist should immediately introduce appropriate legislative
measures within one year (by 1981–1982). Even in the Seventh Plan period, the
recommendation for appropriation of legislative measures by the states to secure the
rights of tenants remained the major issue. Thus, the major legislations on land tenure
were created in the first three Plans, and their implementation was given priority in the
subsequent period.

3.3 Progress in the implementation of Tenancy and Revenue Reforms
Progress of land reforms can be assessed in terms of three important aspects: regulation
of rent, security of tenure, and conferment of ownership rights to tenants.
Regulation of rent
The rent paid by the tenants during the pre-independence period was exorbitant; it varied
between 35 and 75 percent of gross produce throughout India. With the enactment of
legislation for regulating the rent payable by the cultivators in the early 1950s, fair rent
was fixed at 20 to 25 percent of the gross produce level in all the states except Punjab,
Haryana, Jammu and Kashmir, Tamil Nadu, and the Andhra area of Andhra Pradesh. In
these states, the rent payable by the tenants varied between 25 percent and 40 percent,
depending on the available irrigation facilities. However, the effectiveness of fair rent
was observed only for tenants who actually enjoyed security of tenure. As per the 1981
census, about 80 percent of the tenants were insecure. As a result, the majority of tenants
could not derive benefit from the legislation on fair rent. Further, field studies conducted
in Bihar, Orissa, and West Bengal during 1971 and 1972 indicated that though the
Tenancy Act in these states fixed the maximum rent payable at 25 percent, most of the
tenants, particularly sharecroppers, were paying 50 percent of gross produce.
On the other hand, the mode of payment was flexible, either by cash or kind or both,
depending on the option of the tenant, in almost all states except in West Bengal and the
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Bombay area of Maharashtra. In the case of West Bengal only kind payment was
allowed, while in the Bombay area only cash payment was allowed.
Security of tenure
Providing security of tenure was the second important legislation brought about during
the first three Five-Year Plans. Legislation for security of tenure had three essential
elements: ejection could not take place except in accordance with the provision of the
law; land could be resumed by an owner, but only for personal cultivation; and in the
event of resumption, the tenant was assured of a prescribed minimum area.
Tenancy laws were enacted in all states in accordance with the guidelines under this
legislation, though their implementation varied widely across the states. Depending on
the pattern of tenancy laws enacted, all the states can be broadly grouped into four
categories: restricted leasing out to certain special and disabled categories (Andha
Pradesh–Telenaga Area, Bihar, Karnataka, Madhya Pradesh, Uttar Pradesh,
and Himachal Pradesh); no restrictions on leasing out (Andhra Pradesh–Andhra Area,
Orissa, Rajasthan, Tamil Nadu, and West Bengal); leasing permitted but the tenant
acquires rights to purchase land (Assam, Gujarat, Haryana, Maharashtra, and Punjab);
and prohibition of lease (Jammu and Kashmir, Kerala, and Manipur). The NSS (National
Sample Survey) reports suggested that despite the tenancy laws, concealed tenancy
existed in almost all the states. Further, in the majority of states, sharecroppers were not
explicitly recognized as tenants and thus were not protected under tenancy law. However,
sharecroppers in West Bengal were provided with heritable rights on the leased land
through Operation Bargha in 1971. The term "tenant" was reported to be wide enough to
cover sharecroppers but not wide enough to provide tenancy security in the majority of
states. In some states, like Punjab and Haryana, sharecroppers were recognized as hired
laborers as defined under personal cultivation. Further, a recent study (T. Haque) on
tenant reforms indicated that even after four decades of initiation of tenure reforms,
secured tenancy exists only in the states of Gujarat, Maharashtra, Tamil Nadu, and West
Bengal, and the flaws in the definition of personal cultivation have rendered tenancies
insecure in all other states. In addition, security of tenure had also faced serious problems
from the "voluntary surrender." Taking advantage of this clause, powerful landlords
compelled their tenants to give up the tenancies on their own and thus evaded the tenancy
laws. An important deficiency identified in this regard has been lack of proper land
records in a majority of states. Security of tenancy can be ensured only when there are
reliable and accurate records on tenancy.
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Conferment of ownership rights to tenants
The third important component of tenancy legislation was the conferment of ownership
rights to tenants. Despite repeated emphasis in the plan documents, only a few states,
like West Bengal and Kerala, have passed legislation to confer rights of ownership to
tenants. No estimate is available at a nationwide level, but some state-level evaluation
studies have estimated the number of tenants and the extent of land entitled for
conferment of ownership rights. A committee set up by the government of Maharashtra
in 1968 for the evaluation of land reforms reported that only 375,000 of a total of
2,600,000 entitled tenants acquired ownership rights until the mid-1960s. The number
was reported to have reached 1,118,000 during the 1980s. In the case of West Bengal,
the inception of Operation Bargha in 1977 led to conferment of ownership rights to
1,500,000 sharecroppers covering about 2,700,000 acres (about 1,100,000 hectares) up
to December 1998. In Karnataka, about 489,000 tenants have been conferred rights for
nearly 4,500,000 acres (1,850,000 hectares) of land up to 31 July 2000. Further, in
Gujarat, about 462,000 tenants were benefited from 2,400,000 acres (970,000 hectares)
of land, and in Rajasthan, 199,000 tenants were benefited from 940,000 acres (382,000
hectares).
Size of the farm
Apart from agricultural productivity, major changes in the pattern of owned and operated
holdings, as per the latest agricultural census (1995–96) and NSS rounds, indicated that
the proportion of landless agricultural households in the rural area had stabilized at
around 11 to 12 percent. About 80 percent of the cultivators were reported as marginal
(less than 2.5 acres, or 1 hectare) and small (2.5–5 acres, or 1–2 hectares), and their land
holdings accounted for 36 percent of the total cultivated area in 1995–1996. Nearly 18
percent of cultivators owned semi-medium (5–10 acres, or 2–4 hectares) and medium
(10–25 acres, or 4–10 hectares) holdings, which accounted for 49 percent of the total
cultivated area in 1995–1996. However, the number and the area under large holdings
(25 acres, or 10 hectares, and above) have been declining consistently.
The steady increase in the area under the marginal and small holdings group could be
attributed to the legislative measures supplemented by market processes, but an increase
in their number might be the result of an increase in population and lack of alternative
employment opportunities in the rural areas.
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What is Commercialization of Agriculture?
Commercialisation of agriculture is a phenomenon where agriculture is governed by
commercial consideration i.e. certain specialised crops began to be grown not for
consumption in village but for sale in national and even in international market.
Commercialization of agriculture in India began during the British rule. Revolutionary
changes had occurred in the agrarian property relations towards the end of the 18th
century. The commercialization of Indian agriculture started post 1813 when the
industrial revolution in England gained pace. Commercialization of agriculture became
prominent around 1860 A.D (during American Civil War which boosted demand of
Cotton from India to Britain as Aerica was not able to export Cotton). The
commercialization of Indian Agriculture took place not to feed the industries of India
because India was far behind in industrial development as compared to Britain, France,
Belgium and many other European countries of eighteenth century. The
commercialization of Indian Agriculture was done primarily to feed the British industries
that it was taken up and achieved only in cases-of those agricultural products which were
either needed by the British industries or could fetch cash commercial gain to the British
in the European or American market. For example, several efforts were made to increase
the production of cotton in India to provide raw and good quality cotton to the cottontextile industries of Britain which were growing fast after the Industrial Revolution in
Britain. Therefore, cotton growing area increase in India and its production increased
manifold with gradual lapse of time. Indigo and more than that, tea and coffee plantation
were encouraged in India because these could get commercial market abroad. Most of
the plantations for commercial crops were controlled by the English. Jute was another
product that received attention of the English company because the jute made products
got a ready market in America and Europe. Cash transactions become the basis of
exchange and largely replaced the barter system.
How Commercialization of Agriculture Happened?
The commercialization of India agriculture was initiated in India by the British through
their direct and indirect policies and activities. The new land tenure system introduced in
form of permanent settlement and Ryotwari Settlement had made agricultural land a
freely exchangeable commodity. The Permanent settlement by giving ownership right to
the Zamindars created a class of wealthy landlords; they could make use of this
ownership right by sale or purchase of land. Further, the agriculture which had been way
of life rather than a business enterprise now began to be practiced for sale in national and
international market. Moreover, crops like cotton, jute, sugarcane, ground nuts, tobacco
etc. which had a high demand in the market were increasingly cultivated. The beginning
of the plantation crops like Tea, coffee, rubber, indigo etc heralded a new era in
agricultural practices in India. These were essentially meant for markets and thus
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commercialization of agriculture took to new heights with the expansion of the British
rule. The commercialization of agriculture was a forced and artificial process for the
majority of Indian peasants. It was introduced under coercion of the British and not out
of the incentive of peasantry at large. The peasantry went for cultivation of commercial
crops under duress. He had to pay the land revenue due to the British government in
time. Moreover, he had to grow commercial crop on a specified tract of his land under
the oppression of planters.

What Caused Commercialization of Agriculture in India during British Period?
A large number of factors encouraged and facilitated commercialization of Indian
agriculture. The political unity established by the British and the resultant rise of the
unified national market was an important factor. Further, the spread of money economy
replaced the barter and agricultural goods became market items. The chief factor was the
colonial subjugation of India under the British rule. India was reduced to the supplier of
raw materials and food grains to Britain and importer of British manufactured goods.
Many commercial crops like, cotton, jute, tea, tobacco were introduced to meet the
demand in Britain. The replacement of custom and tradition by competition and contract
also led to the commercialization of Indian agriculture Better means of communication
(equipped with rapid development of railways and shipping) made trade in agricultural
products feasible, especially over long distances. The emergence of grain merchants was
a natural adjunct to this and greatly facilitated agricultural trade. Monetization of land
revenue payments was another important casual factor for agricultural
commercialization. Another boosting factor for commercialization of agriculture in India
was the gaining of speed of Industrial Revolution in England. This led to factor in
commercialization as more and more agricultural goods were produced to satisfy the
demand for raw materials by the British industries.
The enlargement and expansion of international trade and the entry of British finance
capital also belted commercialization of agriculture. Increasing demand for some of the
commercial crops in other foreign countries gave impetus to commercialization of
agriculture. The American Civil War also indirectly encouraged commercialization of
agriculture in India: the British cotton demand was diverted to India. The demand of
cotton was maintained even after the civil war ceased because of the rise of cotton textile
industries in India. British policy of one-way free trade also acted as sufficient
encouraging factor for commercialization as the manufactured items in textile, jute etc
could find free entry in Indian markets, where as the manufactured goods did not have
similar free access to European markets. The peasants went in for growing commercial
crops to pay back the interests due to money lenders in time.
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What was Impact of Commercialization of Agriculture?
The impact of commercialization of Agriculture is discussed below:
1) Increase in Equality-Normally speaking, it should have acted as a catalyst in
increasing agricultural productivity. But, in reality this did not happen due to poor
agricultural organization, obsolete technology, and lack of resources among most
peasants. It was only the rich farmers; who benefited and this in turn, accentuated
inequalities of income in the rural society.
2) Major benefits to planters, traders and manufacturers- The commercialization of
agriculture beneficial to the British planters, traders and manufacturers, who were
provided with opportunity to make huge profits by getting the commercialized
agricultural products at, throw away prices. The commercialization of Indian agriculture
also partly benefited Indian traders and money lenders who made huge fortunes by
working as middlemen for the British.
3) Increased dependency on moneylenders-The poor peasant was forced to sell his
produce just after harvest at whatever prices he could get as he had to meet in time the
demands of the government, the landlord, the money lender and his family members’
requirements. This placed him at the money of the grain merchant, who was in a position
to dictate terms and who purchased his produced at much less than the market price.
Thus, a large share of the benefit of the growing trade in agricultural products was reaped
by the merchant, who was very often also the village money lender. Commercialization
of agriculture did not encourage growth of land market because major profit of
commercialisation went to company traders and mediators. Indian money lenders
advanced Cash advances to the farmers to cultivate the commercial crops and if the
peasantsfailed to pay him back in time, the land of peasants came under ownership of
moneylenders.
4) Decline in Food Production & Frequent Famine-Most of the Indian people suffered
miserably due to the British policy of commercialization of Indian agriculture. It resulted
in reduced area under cultivation of food crops due to the substitution of commercial
non-food grains in place of food grains. Between the periods 1893-94 to 1945-46 the
production of commercial crops increased by 85 percent and that of food crops fell by 7
percent. This had a devastating effect on the rural economy and often took the shape of
famines.
5) Impoverishment of Indian People- The misery was further enhanced became the
population of India was increasing every year, fragmentation of land was taking place
because of the increasing pressure on land and modern techniques of agricultural
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production were not introduced in India. Thus, the commercialization of agriculture in
India by the British was also one of the important causes of the impoverishment of the
Indian people.
6) Regional Specialization of crop- Regional specialization of crop production based
on climatic conditions, soil etc., was an outcome of the commercial revolution in
agriculture. Deccan districts of Bombay presidency grew cotton, Bengal grew jute and
Indigo, Bihar grew opium, Assam grew tea, Punjab grew wheat, etc.
7) Linking Agriculture sector to World Market- Another important consequence of
the commercial revolution in agriculture was linking of the agricultural sector to the
world market. Price movements and business fluctuations in the world markets began to
affect the fortunes of the Indian farmer to a degree that it had never done before. The
farmer in his choice of crops attached greater importance to market demand and price
than his home needs. The peasant class got adversely affected owing to imbalances in
market condition.
8) Adverse effect on self-Sufficiency-Commercialization of agriculture adversely
affected self-sufficiency of village economy and acted as major factor in bringing the
declining state in rural economy.
9) Effect on traditional agriculture- Industry relation-Commercialisation effected
traditional relations between agriculture and industry. In India, traditional relations acted
as factors for each other’s development which were hampered
10) No Technological Development-Commercialization of agriculture indicated a
commercial revolution. But this was devoid of any support from any technological
revolution. Owing to true the healthy benefits which agriculture and associated fields
would have enjoyed were lacking. The commercialization of agriculture had mixed
effects. While it assisted the industrial revolution in Britain, it broke the economic selfsufficiency of villages in India. The commercialization of agriculture was a new
phenomenon in Indian agriculture scene introduced by the British. While the upper class
and British industries benefited-from it, the Indian peasants’ life was tied to remote
international market.
11) Peasant Revolts-The worst effect of commercialization was the oppression of Indian
peasants at hands of European. This found expression in the famous Indigo revolt in
1859. Moreover, commercialization of Indian agriculture got manifested in series of
famines which took a heavy toll of life.
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12)Positive Impacts of Commercialization of Agriculture:
In spite of having many negative effects commercialization in one sense was progressive
event. Commercialisation encouraged social exchange and it made possible the
transformation of Indian economy into capitalistic form. Commercialisation linked India
with world economy. It led to the growth of high level social and economic system. The
important contribution of commercialisation reflected in integration of economy. It also
created a base for growth of national economy commercialisation of agriculture led to
growth of national agriculture and agricultural problem acquired national form. It also
brought about regional specialization of crops on an efficient basis.

3.4 Let Us Sum Up

The Main focus of this units are i) Land Tenure System in India and ii) Progress in the
Implementation of Tenancy and Revenue Reforms. For the purpose of revenue
settlement three different system nmely zamindarisystem, ryotwari system and
mahalwarisystem were introduced and used by the British Govt. After independence, the
Indian Government initiated measures in three directions namely ceiling of land holdings,
rationalization of land tenure system, reform of tenancy system. These land reform have
been introduced in India with social objectives which includes Security of tenure,
Conferment of ownership rights to tenants and Regulation of rent among others.

.
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