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1.0

LEARNING OBJECTIVES

In this section, we will look at the many types of land revenue systems that the
British introduced in various parts of India. You will be able to grasp the following
after completing this unit:
 The land revenue settlements introduced in India by British.
 The British goals and aims behind these land revenue treaties.
 Key characteristics of these land revenue settlements.
 The impact of these land revenue settlements on the Indian economy and
various segments of the Indian population.
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1.1

INTRODUCTION

Since ancient times, land tax has been the primary source of revenue for monarchs
and emperors. However, over the ages, the land ownership structure had changed.
The tax in the form of cash or kind was collected either directly by its servants or
indirectly through middlemen like zamindars or revenue farmers. They took a
portion of the land earnings from the cultivators and kept it as a commission. These
intermediaries were primarily land revenue collectors. Since the period of the
Mughals, the kanungoshave been hereditary revenue officers. The English East
India Company got Diwani rightsof Bengal, Bihar and Odisha from Mughal
Emperor Shah Alam in the year 1765 C.E. The corporation required revenue from
India to make up for the expense of buying Indian handicrafts and other exportready commodities. It had to cover the costs of both the conquest of India and the
consolidation of British control. It also had to cover the costs of employing all those
Englishmen in high-ranking administrative and military positions at very
highsalaries. More importantly, colonialism had to bear the expenses of economic
and administrative adjustments in order to completely integrate into India's political
system. As it established itself in various parts of India, the British administration
levied extremely high levies on agriculture. It established numerous land revenue
settlements in order to assess and collect these taxes.
1.2

PERMANENT SETTLEMENT

1.2.1 Historical Perspective
In India the good bulk of public revenue has always been raised from the
land. When the British in Bengal were granted the Diwanirights in 1765 C.E., they
found a system in vogue by which the ' ryot' or peasant cultivator paid a fixed share
of the produce of his land either in cash or kind to the 'zamindars'. The 'zamindars'
were at first collectors of the revenue. But the office gradually attended becomes
hereditary within the families of the first holders. Thus the ' zamindari', which was
originally, as it has been described, a hereditary contract agency, became something
resembling a landed estate. The zamindar received the territorial revenues of the
state from the ryots and paid the Mughal sovereign or his Viceroy Nine-tenths of
what he received, retaining the remaining one-tenth for himself. He succeeded to
his zamindari by inheritance, but was expected to pay a token sum on his
succession. He could sell or give away his office on obtaining permission, but if
deprived of it by the state, he became entitled to compensation. Over the lands in
his zamindari he had a right to manage the incidence of the cesses (or taxes)
imposed by the ruler of Bengal, and he was responsible for the keeping of the peace
within his jurisdiction. On the acquisition of the diwaniin 1765 C.E. the collection
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of the revenue was left within the hands of natives, though in 1769 C.E. with
dubious success British ' supervisors' were appointed to control them.
The annual land revenue settlement system was in practice at that time.
Warren Hastings introduced quinquennial or five year term settlement in the year
1772 C.E., which gave the highest bidder the authority to collect money for a period
of five years on a contract basis. However this settlement was not fruitful. Warren
Hastings was forced to settle an annual basis. It had very adverse effects on life and
conditions of farmers and they were forced to live in object poverty. When
Cornwallis took the charge of Indian affair, he paid his attention to the land revenue
system. The existing land revenue collection system was very defective. The
farmers were paying the tax to designated zamindar. The zamindar after gathering
tax from cultivators paid 9/10 of tax collected amount to the British authority and
kept remaining 1/10 for him. Cornwallis found “agriculture and trade decaying,
zamindars and ryots sinking into poverty and therefore the money lenders the sole
flourishing class within the community.” After studying the prevailing situation and
obtaining permission from Court of Directors, Lord Cornwallis made a settlement
with local zamindars initially for a period of ten years and to be made permanent
subject toits satisfactory performance.
Cornwallis drafted regulations for a decennial settlement in 1789C.E.. With
regard to the revenue settlement, Sir John Shore, the President of the Board of
Revenue, and Mr. James Grant, the Record Keeper, held two opposing theories. The
zamindars, according to John Shore, were the landowners, and the state had the
right to a customary tax from them. On the other hand, James Grant believed that
the state owned all land and that the state had the right to settle with either the
Zamindar or the cultivator.
Cornwallis eventually agreed with John Shore's point of view. The
Zamindars were recognised as the landowners in 1790 C.E., and a ten-year
settlement was reached with them. On March 2, 1793, the decennial settlement was
made permanent with the assent of the Court of Directors.
Permanent settlement was signed in the year 1793 C.E. between East India
Company of England and individual zamindars of Bengal. As a result of this
contract, zamindarsor local land revenue collector became the absolute proprietors
of the landed property under their jurisdiction. As per the provisions of the contract
zamindars were required to pay a fixed annual amount to the East India
Company.The latter’s demand could not be increased but payment should be made
by the zamindar on the due date, before sunset. It was known as ‘Sun Set Law’. If
zamindarifailed topay on designated day before sunset, their lands would be
auctioned in public to the highest bidder.
1.2.2 Objectives of Company
There were several immediate goals in mind when the definitive deal with
the zamindars was reached. These can be divided into three categories: (a) putting
Odisha State Open University, Sambalpur
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revenue collection on a firm footing and ensuring fix revenue; (b) relieving officials
of revenue matters and directing them to other areas of administration; and, finally,
(c) forges an alliance between the zamindar class and the colonial rulers. In
attaining these short-term objectives, the English Company was successful to some
extent. By investing the revenue collection power with zamindars, the revenue
collecting agency was given a firm foundation. The government now knew how
much money it would receive from land each year, and the zamindars understood
exactly what their contractual obligations were to the government. Previously,
neither the government nor the taxpaying public understood where they stood in
terms of revenue collection and payment.
1.2.3 Characteristics of Permanent Settlement
 Zamindars were recognised as revenue collector of the state. But they were
awarded hereditary succession rights to the estates they were given. The
sum that the zamindar must pay was set. This would not be increased in the
future; it was agreed (permanent in nature).
 The fixed sum was 89% of the government's revenue earnings were state
demand, with 11% going to the zamindar. The latter also has the authority to
grant a patta to a tenant, which specifies the extent of the land given to him
as well as the amount of rent he must pay the landlord. Zamindars, as
owners of the land, were supposed to be able to go to the most remote parts
of the region and to have a thorough understanding of local customs.
 There was a sense of security for everyone because of the system's
everlasting character. The company understood how much money it would
make. The sum was also guaranteed to the landlord. Finally, in the presence
of the patta, the farmers were assured of their holdings and understood how
much rent they owed. Because the agreement was permanent, the zamindars
would be interested in developing the property and therefore increasing the
revenue. If the zamindars did not pay the predetermined revenue sum, the
British took their possessions and sold them at auction.
1.2.4 Merits of Settlement
 The government no longer has to worry about revenue fixation every year.
The state ensured that the people had a steady and predictable income. In
case, zamindars failed to pay the revenue, the loss was made up by selling
some of the zamindars' land.
 The zamindars were interested in increasing the yield of their farms. New
expanses of land were cultivated, and the zamindars introduced new farming
methods such as the use of manure, crop rotation, and so on. Agriculture's
advancement has a significant impact on the country's trade and commerce.
Bengal became the most opulent state as a result of its overall development.
Odisha State Open University, Sambalpur
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It avoided the ills of periodic settlement, which resulted in harassment of
cultivators, evasion, concealment of riches, and a tendency among peasants
to leave the land uncultivated, among other things.
By signing this contract, the British Government created a group of
landlords who always remained loyal and faithful to them and these
landlords extended political supportto English administration, whenever
they required.
In permanent settlement the revenue was regulated through a patta
agreement, which protected the growers from the landowners' persecution to
some extent.
Finally, Bengal's economic success aided the development of Bengali art,
literature, and education

1.2.5 Effects of Permanent Settlement
Position of Cultivator
. The cultivator got patta but for non-payment or default, zamindars got
arbitrary authority to expel them and confiscate his agriculture stock. Due to various
reasons agriculture remained sluggish, cultivators became poorer, landless labourers
grew in number as time passed, and absentee landlordism sucked whatever money
was created in rural areas into cities, leaving agricultural society in a state of
misery. With the introduction of permanent settlement the condition of peasants
became extremely miserable. They had no other option, but to tolerate the wrath of
zamindars. The settlement made the zamindars land owners. The peasants had no
legal claim to the land they tilted and may be evicted at any point of time.
Position of Zamindar
Zamindar was not the landowner during the Mughal Empire, but rather a
revenue collector. He took a role he had never held before.With the permanent
settlement vesting ownership rights in Zamindar, they got more prosperous.
Furthermore, theywere not necessarily the same as hereditary landowners; anyone
with a good connection in the East India Company or some other trick might
become a zamindar. Even some became zamidar overnight through biding in
auction under ‘Sun Set Law’.They all became petty capitalists and invested in trade
and commerce, resulting in some positive effects on other sectors of the economy.
This system of newzamindarsensured the British Dominion in India for the East
India Company. Between the zamindars and the peasants, a new crop of unofficial
middlemen arose. A zamindarwould sublet his land to a middleman and relocate to
large cities such as Calcutta to live a luxury lifestyle. As a result of the permanent
settlement, manyzamindars became absentee landlords.
However, not everything went well for the zamindars. If the fixed rent was
not paid on time by them, the company held ultimate title and was able to auction
Odisha State Open University, Sambalpur
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the land at public. The zamindar was required to deposit the gathered revenue on a
specific day before sundown; if he failed to do so, he would lose part or all of his
estate, which would then be sold at an open auction. Many traditional zamindars
became defaulters, causing issues. Because they couldn't recoup the rent from the
farmers, many of them couldn't pay their state dues and were compelled to sell their
ancestral rights to new owners. The Permanent Settlement eventually gave an
enormous increase in rent to those who were able to withstand the first strain, as
well as to the new owners of zamindaris, at the expense of the state and therefore
the ryots, while the hope that they might invest much capital in improving and
developing their 'estates' was doomed to disappointment.
1.2.6 Critical Analysis
This novel concept has both supporters and detractors. It's a 'timely step,'
according to Ramesh Chandra Dutt. It's a bold, brave and intelligent move,
according to John Clark Marshman. During the Preliminary years, it was
unmistakably geared at consolidating the company's resources. The Permanent
Settlement, on the other hand, has been heavily criticised by.Metcalf, Colebrook,
and Mill. They believe it defied many predictions by depriving growers of their
legal rights and creating a group of hedonistic zamindars.
The settlement quickly devolved into an exploitation machine, affecting the
zamindars, growers, and the corporation alike. “Feudalism at the top and serfdom at
the bottom” was the result. The settlement had an immediate negative impact on the
landowners, who were unable to collect revenue from the peasants and hence pay
the fixed revenue on time. As a result, they lost their exclusive ownership of the
property.
Fixing the revenue resulted in long-term financial losses for the state. When
new sections of land were brought under cultivation, the rents from the land
increased over time, but the zamindars continued to pay the revenue set by the state,
and the state could not claim its legitimate portion of the rise. The majority of the
landowners were uninterested in improving the property. The landlords became
apathetic and lived opulent lives in the cities. As a result of this agreement, a new
class of absentee landlords emerged.
The government sacrificed the interests of the peasants by recognising the
zamindars' privileges. They were left entirely at the mercy of the landlords who
rack-rented them. It was a huge blunder on Cornwallis' behalf to deny the
cultivators of their right to own property and hand it over to the zamindars. The
settlement created two classes in rural society: the zamindars and the tenants.
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1.3

CHECK YOUR PROGRESS - 1
1. What is the background of Permanent Settlement?
...........................................................................................................................
...........................................................................................................................
...........................................................................................................................
....................................
2. What were the aims and objective of British behind the introduction of
Permanent Settlement?
...........................................................................................................................
...........................................................................................................................
...........................................................................................................................
.............................................
3. What was its effect on position of cultivator?
...........................................................................................................................
...........................................................................................................................
...........................................................................................................................
.............................................
4. What are important features of Permanent System? Write in 100 words.
...........................................................................................................................
...........................................................................................................................
...........................................................................................................................
.............................................

ANSWER TO CHECK YOUR PROGRESS-1
1.
2.
3.
4.

See sub-section 1.2.1
See sub-section 1.2.2
See sub-section 1.2.5
See sub-section 1.2.3

1.4

RYOTWARI SYSTEM

1.4.1 Historical Perspective
Different systems of land tenure and income assessments were shaped
throughout India as the British dominion expanded, depending on the various
circumstances in different locations. Benaras was permanently settled in 1795 C.E.,
and some of the northern regions of the Madras Presidency in 1802C.E.. However,
permanent settlements in Madras districts were unpopular and unconfirmed in other
Odisha State Open University, Sambalpur
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areas of the Presidency. Thus the Ryotwari system was implemented there thanks to
Sir Thomas Munro's efforts. Within ten years from 1792 C.E., the year during
which Tipu Sultan concluded the Peace of Seringapatam, the British East India
Company acquired the richest and fairest portions of the territory which later
formed the Province of Madras.
In the newly acquired British lands, a new system of land settlement arose.
The new land revenue settlement which was introduced in British occupied Madras
presidency is known as Ryotwari Settlement. The credit goes to Sir Thomas Munro,
who was mainly responsible for introduction of Ryotwari Settlement in South India.
Previously, the Carnatic nawab paid revenue year to year based on the grains sown.
In preparing their reports, the surveyors took measurements of the terrain. However,
they committed a thousand scams and based their reports on the bribes they
received.
When the territory was taken over by the East India Company and a
Revenue Board was established to settle revenue, the Collectors and members of the
Board of Revenue plundered public money, i.e. the revenue collected, without fear
of being detected. They provided the authorities with a rent roll that was less than
the real rent collected.
1.4.2 Motives behind Ryotwari Settlement
With the consolidation of British control in South and South-Western India,
the Company faced land settlement issues. The officials came to assume that there
were no zamindars in these areas with substantial estates with whom land revenue
could be settled. As a result, they believed that introducing the zamindari system, as
in Bengal, would upset the current situation. According to the Madras officials led
by Reed and Munro, settlement should be conducted directly with the particular
cultivators. It was also pointed out that the Company was a financial loser under the
Permanent Settlement because it had to share revenue with the zamindars.
Furthermore, the Company was unable to claim a share of the increasing land
income. The cultivator was now again at the whim of the zamindar, who might
oppress him whenever he pleased. Taking this into account, another sort of land
revenue system known as Ryotwari was introduced in the Madras Presidency. Sir
Thomas Munro, the Governor of Madras, implemented the Ryotwari system in
1820.
1.4.3 Features of Ryotwari Settlement
The government set the revenue directly with the growers using this
arrangement. The revenue was collected with the help of government-approved
hereditary village officers. Fifty percent of the output was preserved for state
demand.
1.4.4 Introduction of Ryotwari Settlements in different part of South India
and Western India
Odisha State Open University, Sambalpur

8

The Ryotwari Settlement of Baramahal was completed first by Thomas
Munro. Rent was directly handled with 60,000 farmers, or ryots, under this method.
The RyotwariSettlement's result was the most encouraging, with 165,000 pagodas
collected in the first year and without a single rupee overdue. The system was based
on a permanent revenue settlement with ryotsrather than Zamindars, or middlemen.
This stability of settlement was required since the government's demand for
improved agriculture and people's prosperity had to be consistent. The
RyotwariSettlement of Thomas Munro was permanent, but only additional land
restored for cultivation was to be taxed.
Munro's Ryotwari Settlement was well received by the authorities; the
system was prevalent in Malabar, Tanjore and other areas of south India. The
ryotsnow replaced the Rajas and Nair chiefs of Malabar, the pattavdars of Tanjore
and others in matter of land settlement.
For a period in Western India, the British maintained the Marathas' land
revenue system, but later modified it along the lines of the Ryotwarisystem.
MountstuartElphinstone, the Governor of the Bombay Presidency, developed a land
revenue system in 1818 that was similar to the Ryotwarisystem. The Ryotwari
Settlement was also introduced in the Bombay Presidency. In what's referred to as
the Joint Report dated 2nd August, 1847, signed by H. E. Gold Smith, Capt.
Wingate, and Capt. Davidson, the outcomes of the settlement efforts there, which
began in 1835 C.E., were collated and established as rules for future guidance. The
Bombay settlement was based on the following principles: (1) "It was based on the
assessment of each field separately," (2) "It granted long leases of thirty years," and
(3) "It abandoned the basis of (actual) produce estimates and substituted the basis of
(potential) value of lands for distributing the assessment," according to the Report.
1.4.5 Critical Analysis
The ryots, rather than the zamindars, became the landowners under the
Ryotwari system. It enabledryotsto lease, mortgage, or sell their land holdings.
However, the Ryotwari system failed miserably. It resulted in widespread tyranny
and agricultural distress. The manner of revenue collecting was extremely
oppressive. Those ryots who failed to pay the revenue in time were subjected to
terrible torture. The revenue was not calculated accurately. The ryotssought the
assistance of moneylenders who exploited them left and right. As a result of the
enormous weight of land revenue the ryots became impoverished.
The true goal of the Ryotwarisystem was to extract as much revenue as
possible from the land. "It can't be concealed or denied that the goal of this
(Ryotwari) method is to urge for state the utmost that the land will offer within the
sort of rent," said one of the Company's most capable Directors. R. C. Dutta
observes, "It was a nasty policy to eliminate the previous system of settlement with
landlords." "True statesmanship would have kept the old order in place, reducing
Odisha State Open University, Sambalpur
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the Rajas and Nair Chiefs to obedient subjects of the British government and
political leaders. However, as time went on, the desire to make quick settlements
with the growers in order to acquire as much cash as the land could produce
influenced the Company's government's policy more and more ".
The Ryotwari system did not protect cultivators' rights or provide them with
financial gain. Peasant ownership was not introduced into the system. The land was
still owned by the government. Cultivators were required to pay regular revenue or
risk losing their lands at any time. The government's thirst for revenue has remained
high. Furthermore, it had the authority to increase revenue whenever they desired.
As a result, the farmers were unsure if they would gain more benefit from their
improved yield. For them, the state represented a zamindarthat was more powerful
than the zamindars under the Mahalwari or Permanent Settlement systems.
1.5

MAHALWARI SETTLEMENT

1.5.1 Historical Perspective
Parts of the state presently known as Uttar Pradesh (North-Western
Provinces) were ruled by the British at various times. Warren Hastings conquered
Benares and some nearby provinces, and the Nawab of Oudh ceded Allahabad and
several other districts to the British in 1801 C.E. as a result of Lord Wellesley's
pressure. Lord Lake seized the Ganges and Jumna basins, as well as Agra, in 1803
C.E.and Lord Dalhousie annexed the remaining half of Oudh in 1856C.E.
The issue of land settlement naturally emerged as the areas of Northern
India were brought under British authority. Cornwallis and John Shore wished to
establish permanent Zamindari settlement in these areas, as they had done in Bengal
in 1793C.E. In 1795 C.E., a permanent revenue settlement was done for the entire
city of Benares. The old landlords, who were deprived of their land by the king of
Benares, were restored and revenue was permanently distributed to them as well as
local Zamindars. The civil and criminal laws used in Benares were the same as in
Bengal, Bihar, and Odisha, and the Code of Regulations for Bengal, Bihar, and
Orissa was extended to Benares with normal change.
However, the Permanent Settlement that was applied to these new regions
had some drawbacks. Inl817 C.E., the notion of a Permanent Settlement in the north
was put to close on the basis of revenue officials' reports. In 1819 C.E., an English
diplomat named Holt Mackenzie proposed a new land revenue system based on a
hybrid of the Zamindari and Ryotwari systems. In 1822 C.E., the Mahalwari system
was developed in northern India based on this concept.
1.5.2 Features of Mahalwari Settlement
It was first introduced in the Gangetic Valley, North-West provinces,
Central India, and Punjab. The revenue was only settled for a specific period under
this arrangement, either with the local zamindar of a village and their hereditary
Odisha State Open University, Sambalpur
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revenue collectors, or with the zamindars or hereditary revenue collectors of Mahal
(estate which included many villages). The Zamindars were not recognised as
hereditary landowners. It was decided that they only have the right to collect
revenue that the government could keep or stop. Furthermore, the revenue was also
open to political revision.
1.5.3 Critical Appraisal
The Mahalwari system benefited the cultivators in no way. It was a tweaked
version of the Zamindarisystem that favoured the village's upper class. The demand
from the government was likewise very great. Initially, the state's share of gross
production was set at two-thirds. As a result, Bentinck cut it to 66%, and it was later
reduced to 50% in some regions. All of this high taxation eventually fell on the
growers. The Mahalwari system required that settlements be made with the entire
village rather than with individual landlords. The revenue was paid by the village.
However, while the village chiefs had some privileges, they misused them. Small
tenants used to be oppressed by them.
1.6

LET US SUM UP

Thus, we learned about three primary land revenue schemes introduced by the East
India Company in various parts of India in this unit. Permanent Settlement,
RyotwariSettlement, and MahalwariSettlement were the three land revenue regimes
that were not in the best interests of peasants. While middlemen or government
officials oppressed soil tillers, the state's demand continued to rise. The British
strategy benefited mainly the government and the upper class of society at the
expense of the farmers. The British implemented a fundamental alteration within
the country's existing land arrangements by making land a commodity that would
be freely bought and sold. The Indian villages’ stability and continuity were
shattered. In fact, the entire rural civilization began to disintegrate.
1.7
.
1.

2.

CHECK YOUR PROGRESS – 2
In which part of India Mahalwarisystem was introduced?
...........................................................................................................................
...........................................................................................................................
...........................................................................................................................
.............................................
What is the major difference between Permanent Settlement and Ryotwari
Settlement?
...........................................................................................................................
...........................................................................................................................
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3.

1.8

...........................................................................................................................
.............................................
What was the impact of Ryotwari Settlement in Indian Cultivators?
...........................................................................................................................
...........................................................................................................................
...........................................................................................................................
.............................................
KEY WORDS
Ryot Mahal Kanungos Dewani Zamindar -

Cultivator
Village community
Revenue officers
Authority to collect land revenue
Land lord

ANSWER TO CHECK YOUR PROGRESS-2
1.
2.
3.

Refer sub-section 1.5.1
Refer sub-section 1.4.2
Refer sub-section 1.4.5
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UNIT-2: COMMERCIALIZATION OF AGRICULTURECONSEQUENCES
Structure:
2.0: Objectives
2.1: Introduction
2.2: Historical Perspective
2.3: Commercialization of Agriculture - Concept
2.4: Commercialization of Agriculture:- Different Types
2.5: Factors Influencing Commercialization
2.6: Patterns of Commercialization and British Interest
2.7: Consequences
2.8: Critical Appraisal
2.9: Let Us Sum Up
2.10: Check Your Progress
2.11: Answer to Check your progress
2.0

OBJECTIVES

This section looks at how agriculture was commercialised in India during the
British colonial period. After completing this unit, you will be able to comprehend:
 The concept of agricultural commercialization;
 The types of crops cultivated by Indian farmers prior to British conquest;
 Changes that occurred during British rule;
 Different types of agricultural commercialization;
 Factors influencing commercialization; and
 Consequences of agricultural commercialization.
2.1

INTRODUCTION

The most prominent aspect of the Indian village economy was the existence of near
self-sufficient and self-governing village communities. Indian settlements were like
miniature planets unto themselves, having a very little touch with the outside world.
With the exception of a few necessities like as salt and iron, the village economy
was self-sufficient, providing all of the food needed. The near self-sufficiency of
such a settlement dictated production. The village grew its own food, built its own
equipment, and produced tiny quantities of cotton and oil seeds to meet its own
requirements. There were, however, two crops that could not be grown across the
country. The crops in question were cotton and sugar cane. Even among these
crops, trading was restricted to a small area. The need for money was rarely felt in
Odisha State Open University, Sambalpur
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such a self-sufficient community with only a few exchanges with the outside world.
Instead, grain served as the villagers' standard of value for remunerating services
and conducting inter-village transactions. However, beginning in 1860 C.E., a series
of events occurred that, on the one hand, destroyed the village's customary
seclusion and, on the other, changed the character of agriculture from subsistence to
commercial farming. The farmer didn't produce for his own consumption any
longer.
2.2

HISTORICAL PERSPECTIVE

When the industrial revolution in England picked up momentum in 1813 C.E., the
commercialization of Indian agriculture began. It rose to prominence in 1860 C.E.,
when the American Civil War stimulated demand for cotton from India to Britain
because America couldn't export it. Its goal was not to provide for India's industries
because India lagged behind many industrially prosperous countries of Europe in
18th century. However, it was mostly done to feed British industry.
It resulted in the production of only those agricultural goods that were either
required by British businesses or could be sold for a profit in the European or
American markets. For example, various initiatives were undertaken to improve
cotton production in India in order to supply raw material to rapidly expanding
cotton mills of England. As a result, India's cotton growing area grew, and the
country's cotton production grew significantly over time.After 1813 C.E., the East
India Company's commercial policy was guided by the needs of British industry. Its
main goal was to turn India into a consumer of British goods as well as a source of
raw materials.
2.3

COMMERCIALIZATION OF AGRICULTURE - CONCEPT

The concept of commercialization of Agriculture came into force in 18th century.
Instead of cultivating food crops for personal consumption, farmers now cultivated
crops for sale in the domestic market as well as international market. It resulted in
the development of only those agricultural goods that were either required by
British enterprises or could be sold for a profit to English people in Europe or the
United States. These cash crops were forced upon Indian peasants by English
authority, not by their own choice but under coercion,Indian peasants cultivated
cash crops like cotton, sugarcane, jute, tea, indigo, and opium. The British were
traders when they landed in India. They were on the lookout for profitable trading
chances. As a result, they encouraged Indians in cultivating cash crops such as
cotton, sugarcane, tea, and indigo in order to profit from trading these goods. These
crops were grown not for consumption by farmers in villages, but for sale in the
market. Agriculture was guided only by economic interests.
2.4: COMMERCIALIZATION OF AGRICULTURE: DIFFERENT TYPES
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In India, there are three basic types of agricultural commercialisation. Plantation
agriculture, particularly tea plantations in Bengal's northern regions, was the earliest
form of commercialization. The second sort of commercialization was dubbed the
"jute phase" or "subsistence commercialization." Farmers of Bengal and adjoining
areas switched over to jute cultivation, which fetched them better profit.
The‘dependent commercialization’ or ‘indigo phase' of the late 18th and
early 19th centuries is the third type of commercialization. Increased demand in
Europe provided a tremendous incentive for an entirely unprofitable crop like
indigo. The influx of foreign finance marked this period. Managing Agency
Houses—multifaceted commerce and finance firms founded by ex-East India
Company servants and merchants provided the required funds for indigo cultivation
expansion.
2.5

FACTORS INFLUENCING COMMERCIALIZATION
Commercialization of agriculture is due to a number of variables, as listed

below:
2.5.1: The Introduction of money-economy
With the influx of money into the community, the trend of
commercialization accelerated. Even during the Mughal Empire, however, trade
and money relations existed in the countryside. The East India Company insisted on
paying land tax in cash as soon as it began desperately acquiring more and more
territory. Cash assessments were implemented into the land revenue system under
British control. The old technique of paying land revenue in kind gradually fell out
of favour. As a result, the cultivator was forced to sell a portion of his harvest. This,
however, was not the only issue. In rural India, new merchant elite arose, taking
advantage of the peasantry's crippling debt. This commercial class tagged the string
of usurious capital. The interest of moneylenders, who eventually became an
integral weapon of colonial exploitation, provided the push for the trend of
commercialization of agriculture. Farmers realised the necessity of commercial
crops over food crops in order to meet their financial obligations. For example, in
the Berar (Vidarbha) region, cotton planted area increased from 21.1% in 1860-61
to 35.8% in 1900-01. As a result, peasants must have moved their focus from food
grain to cotton production. As a result, market incentives created the compelling
circumstances for the development in demand for commercial crop.
2.5.2: Improved means of Transport and Communication
Agriculture's commercialization was aided by improved transportation and
communication. British authorities constructed the railway lines. The railways
expanded quickly, with route length rising from 432 miles in 1859 to 1990 miles in
1881 and 25,363 miles in 1901. Simultaneously, the job of road construction was
handled quite seriously. In 1840, a road was built from Bombay to Agra, and by
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1853, the Grand highroad had been extended from Benares to Delhi. These freshly
built roads and trains connected various parts of the country, making it easier to
carry crops from surplus to shortage areas and from isolated villages to port towns,
where they were shipped to distant parts of the world. Traders and exporters alike
swarmed to every railway station, which became a Mandi or an export centre. With
the expansion of railway lines, agricultural crops from self-sufficient communities
reached areas of Madras, Calcutta, Bombay, and Karachi.
Agriculture has advanced to greatest in those regions where the products
were mostly farmed for export out of the country. An efficient market organisation
for transferring commodities quickly to ports has emerged as a result of exporters'
operations.The primary motivation for the massive increase in railway construction
was to serve the interests of British industrialists in England. There was an
industrial revolution brought about by colonial commerce. The British cotton
industry's raw material was virtually wholly colonial, if not entirely Indian.
The cost of transporting agricultural crops per cubic tonne was decreased by
around 30% after the Suez Canal opened in 1869. As a result, Indian items were
sold at lower prices in Europe. As a result, the cotton market widened.
Other agricultural goods, such as rice and wheat, were added to the export
list as transportation prices decreased with the increase of transportation options.
Regardless, the ease of communication, combined with the emergence of the money
economy, prompted a shift in Indian agriculture toward commercialization.
2.5.3: American Civil War
The American Civil War was another event that aided in the
commercialisation of agriculture (1861-65 C.E). As the United States entered the
Civil War, the British demand for raw cotton was transferred from America to
India. Beside from raw cotton, exports of other raw commodities such as jute,
oilseeds, and food grains increased. Raw cotton shipments began to decline after the
Civil War ended. However, this was more than offset by a significant increase in
domestic demand.
The increase in domestic demand for cotton was aided by a drop in cotton
prices to a more affordable level, and the cotton mill business began to spread
throughout the cotton-growing regions. The trend toward commercialisation started
to gain footing. It's worth noting that the pattern of commercialization for different
types of agricultural crops was not uniform.Rather, it differed from one crop to the
next. The market for raw cotton alone has seen a lot of changes and twists.
However, we can witness the interplay of the same dynamics behind the trend
toward commercialization of agriculture in other agricultural crops. Cotton markets
in the Bombay Presidency, jute markets in Bengal, sugarcane markets in the United
Provinces, and groundnut markets in Madras all grew between 1860 and 1890.
Because these crops are grown for market sale, they are known as cash crops. The
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pattern of commercialization, on the other hand, had never been limited to cash
crops alone.
Since one pulled the other, food crops experienced a marketable surplus as a
result of the process. Even then, the cash crop industry was booming. Between 1891
and 1946, the decadal growth rate of cash crop production was around 13 percent,
compared to 1 percent for food crops. The increasing cultivation of foodstuffs for
market sale encouraged both European and indigenous businesses to invest in
sectors such as production, processing, and marketing. Indigo cultivation in the
northern region resulted in changes in land use patterns.
2.5.4: Profit motive
The provision of new irrigation facilities aided the process of
commercialisation by forcing cultivators to plant more profitable but specialised
crops like sugar cane in order to pay the water charge. The cultivators now planted
market orientated better profit fetching crops, because traditional crops were no
longer profitable. Whether the farmer farmed wheat in the Punjab or Sugar Cane in
the Deccan, the final effect was the same because it had to be sold in the market
rather than consumed at home.
The encouragement from English traders, manufactures and above all
British administration led to the quick spread of cash crops in India. To begin with,
the company's commercial interests were inextricably related to the export of
indigo, tea, coffee, sugar, jute, cotton and opium.These enterprises were largely
controlled by Europeans, and even company servants were allowed to participate in
them. Besides, Britain had already experienced the Industrial Revolution by the
mid-nineteenth century.The British industries were the most advanced in the world
at that time, and they were still growing. As a result, British manufacturers need
raw resources, which the government supplied by providing every facility and
incentive for their production and export from India.
2.6: PATTERNS OF COMMERCIALIZATION AND BRITISH INTEREST
From crop to crop, the exact pattern of commercialization differed. The tea
plantation fields of Assam and adjoining areas were managed by white people and
labourers who wanted in the field were recruited from far of places through an
indenture system. Indigo was mostly grown by peasants in central Bengal, but only
after great pressure from unpopular Sahib Planters. However, in east Bengal, where
jute was more profitable than rice, no direct coercion was required. Despite these
differences, several characteristics stand out.
By the later part of the 19th century, India’s international trade, shipping
and insurance were under the complete control of English commercial firms. As a
result, English commercial houses earned huge profit from India’s export business.
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The Indian traders, the intermediaries who gave advances to the farmers, thereby
establishing control over production, received a secondary but still significant share.
Large export companies, as well as perceptive Indian traders and
moneylenders, were benefitted from both low and high prices. The poor peasants
required money to cover the mounting weight of cash receipts and rents. Due to
income and rent demands the Indian farmers were forced to adopt commercial cash
crops in place of food crops like wheat, jawar, bajra, millet and pulses. This
approach of Indian cultivators resulted in shortage of food crops and it had very
adverse impact during famine years. Another unavoidable effect was a growing
reliance on moneylenders, as cash crops typically needed more inputs and hence
larger advances, resulting in rural indebtedness.
Commercial crops were important competitors of food crops during British
control, and more land was brought under cultivation due to the interest of wealthy
traders, both British and Indian. The Manchester Cotton Supply Association,
curiously enough, demanded the creation of a department of agriculture under the
Indian government to oversee agricultural production in India. Even the Royal
Commission noted that in 1869, this Association advocated for measures to increase
cotton production, the crop in which it was most concerned, as well as the
establishment of a separate Department of Agriculture in each province. It should
be noted that as early as 1839, Court of Directors deputed 12 American plants to
train local Indian farmers about the cultivation and harvest of cotton. As a result,
whereas the area under food crops expanded by 7% between 1892-1893 and 191920, the area under non-food crops increased by 43%. The percentages were 12.4
and 54 in 1910-11 and 1914-15, respectively.
Commercial interests pushed so hard that the area under non-food crops
expanded by 1.6 million acres from 1934-35 to 1939-1940, while the area under
food crops decreased by 1.5 million acres. The most striking aspect of the British
rural economy was that there were more tillers than land available to produce food
and commercial crops, forcing them to give a large portion of their harvest to their
masters and corporate companies. Raw cotton exports climbed from 178,000 tonnes
in 1900-01 to 762,133 tonnes in 1936-37, a 328 percent rise, and 526,411 tonnes in
1939-40. Tea exports grew from 190 million pounds in 1900-01 to 359 million
pounds in 1939-40, while oil seed exports increased from 549,000 tonnes in 190001 to 1,172,802 tonnes in 1938-39. The Suez Canal played a significant role in the
creation of this economic structure. To paraphrase the Royal Commission once
more, "Exports were valued at Rs. 80 crores when the Suez Canal opened in 1869.
The average annual export value for the years ending in 1926-27 was more than Rs.
350 crores. Agricultural products account for the vast majority of exports, with
cotton, jute, oil seeds, and tea being the most important."
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The Prices Enquiry Committee's report from 1914 supports the notion that
exports were made despite the fact that the food produced was insufficient even for
the Indian population. In his presidential address delivered in the sixth conference
of Indian society of agricultural economics in the year 1945, Sir Manilal B.
Nanavati, former deputy governor of RBI, observed, "During the last 75 years,
continuous deterioration in the condition of the masses has occurred. In 1880, India
had a 5 million-ton food surplus; today, we have a 10 million-ton deficit.”
2.7: CONSEQUENCES
Agriculture's commercialization had a significant impact on India's rural society's
socio-economic foundation. It marked a significant departure from the past, as it
was no longer required for a village, or even a region, to be self-sufficient in food
grains and other necessities of life.
2.7.1: Harmful Impact of Commercialisation of Agriculture
2.7.1.1: Food crisis
Food crops were replaced by cash crops as a result of the commercial
revolution. The impact of this development on the country's overall food situation
was terrible. The 1866 famines in Odisha and Bengal attested to this process of crop
substitution. The shift to cash crops prohibited impoverished person's food crops
like jowar, bajra, and pulses from being grown. As a result, there was a food
shortage.
2.7.1.2: Social inequality
It was supposed to be a catalyst for increased agricultural productivity.
However, due to inadequate agricultural organisation, antiquated equipment, and a
lack of cash among most peasants, this did not materialise. It was mainly the
wealthy farmers that benefited, which exacerbated financial disparities in rural
society.
2.7.1.3: Emergence of New Class of Merchants and Money lenders
Towards the second half of 19th century the British Administration in India
had taken control of international trade. As a result, the majority of the revenues
from the agricultural surplus were seized by British commercial houses and
exported as "foreign leakage." A new merchant class arose as a subsidiary and
junior partner of the British mercantile capital as a result of this process. In the end,
merchants were seen as symbols of colonial exploitation.
Agriculture's commercialization has not resulted in a change in the
production organisation that may be classified as small-scale peasant farming.
Despite the commercial revolution, this production organisation maintained the
cornerstone of commercial crop agriculture. However, small-scale peasant farming
gave rise to a new class of credit financiers who wielded great control over the
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cultivation and disposal of cash crops. To put it another way, commercial
agriculture's expansion was encouraged and assisted by its twin brother, usurious
capital. A chain of intermediaries seized control of production, despite the fact that
they were by nature ‘parasitic' in respect to agriculture.
The vastgroup of peasantry lost their independence as a result of the
commercialization of agriculture in a colonial economy. Peasants accept advances
even for a small amount of investment; when combined with this production loan,
their reliance on moneylenders for consumption loans, as well as their reliance on
merchants for marketing their products, becomes no less insignificant.
2.7.1.4: Benefited traders and money lenders
The British planters, traders, and manufacturers were benefited richly from
the commercialization of Indian Agriculture because they procured agricultural
products at low cost and sold in international market at higher cost. In the process
they gained great profit. It also helped local businessman and money lenders who
gained large riches by acting as British agents.
2.7.1.5: Exploited poor farmers
The exploitation of poor farmer crossed all limits. He had to fulfil the
demands of zamindar, money lender and other greedy government officials.
Besides, he had family obligation. Hence, he sold his farm product soon after
harvest at whatever price he could receive. This put him in the hands of the grain
merchant, who was able to impose terms and buy his produce for a fraction of the
market price. As a result, the merchant, who was often also the local money lender,
enjoyed a major share of the benefits of the rising agricultural commerce. Indian
moneylenders provided cash advances to farmers in order for them to plant
commercial crops, and if the peasants did not repay the moneylenders on time, the
land of the peasants became the property of the money lenders.
The lack of resources necessary by farmers for technological advancements
hampered agricultural progress. In fact, the farmer has been forced to bear the brunt
of price volatility on numerous occasions. The poor peasants were not informed
about the high market prices for agricultural produce. As a result, increased prices
are unlikely to benefit small farmers. He was relegated to the status of a sub-tenant
or sharecropper.
2.7.1.6: Enhanced Sufferings of Indians
The majority of Indians suffered greatly as a result of the British policy of
commercialising Indian agriculture. Due to the substitution of commercial non-food
grains for food grains, the area under production of food crops was reduced. This
had a terrible impact on the agricultural economy, and famines were common. The
unhappiness was exacerbated by the fact that India's population was growing every
year, land fragmentation was occurring due to increased strain on land, and modern
agricultural production techniques were not being applied in India. As a result, the
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British commercialization of agriculture in India was one of the major reasons of
the Indian people's poverty.
In the past, village people had acquired the habit of stockpiling food grains
in order to address the shortages that occurred during lean years. All of this was
destroyed by the Commercial Revolution, as farmers began to sell their produce as
soon as it was harvested. Food exports from the country progressively increased,
reaching 1.25 million tonnes in 1880, while stockpiles in the country steadily
dropped, to the point where a good year's surplus was no longer available to refill
the supply in a year of natural scarcity.
Farmers' desire for cash crops exacerbated the food situation. Farmers
would have turned to the production of food crops in the absence of expanding
wheat exports, rising prices, and recurrent warnings from famines of a growing
food scarcity in the country. However, this did not occur. Instead of cultivating food
grains, the cultivator wanted to grow cash crops such as cotton, indigo, poppy, and
sugar cane. This naturally had a negative impact on the country's food supply, as
evidenced by the fact that between 1895 and 1946, commercial crop production
increased by 85% while food production decreased by 7%.
2.7.1.7: Agricultural production became localised
The commercial revolution in agriculture resulted in regional specialisation
of crop production based on climatic conditions, soil, and other factors. Agricultural
output began to be specialised in distinct regions endowed with diverse
geographical features as commercialization spread. Cotton cultivation was possible
in the dark-coloured volcanic soil (regur or black cotton soil) of the North-West
Deccan of Bombay Presidency, now Maharashtra. Peasants in this region used to
grow cotton, wheat, jawar, and bajra all at the same time to meet their own needs
before 1860.However, when the cotton market expanded to England after 1860,
farmers became increasingly specialised in the production of this commercial
commodity. Cotton was grown in the Deccan provinces of the Bombay presidency,
jute and indigo was grown in Bengal, opium was grown in Bihar, tea was grown in
Assam, and wheat was grown in Punjab, and so on.
2.7.1.8: Price Movement and business fluctuation
Another key outcome of the agricultural commercial revolution was the
integration of the agricultural sector into the global market. Price changes and
business swings in the global markets began to have an impact on the fortunes of
Indian farmers in ways they had never experienced before. When it came to crop
selection, the farmer prioritised market demand and price over his family's
necessities. Because of market inequities, the peasantry has suffered.
DharamNarain (Studies of Indian Agriculture) has demonstrated a
statistically flawless link between variations in agricultural commodity prices and
land use. When the price of some crops increased, farmers switched from lowOdisha State Open University, Sambalpur
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priced to high-priced crops for production. This level of price responsiveness
indicates that agriculture in India throughout the nineteenth century did not follow
the customary path; rather, it became market responsive. “Prices and business
swings within the planet markets began to possess an impact on the fortunes of
Indian farmers in ways in which that they had never experienced before. When it
came to crop selection, the farmer began to place significantly more emphasis on
market demand and pricing than on the requirements of his family and immediate
village neighbours”.
2.7.1.9: Loss of self sufficiency
Commercialization of agriculture had a negative impact on village economic
self-sufficiency and was a major element in the rural economy's decline. Traditional
agricultural-industry relationships were impacted by commercialization. Traditional
relationships in India inhibited each other's progress.
2.7.1.10: Boosted industrial growth in England
Agriculture's commercialization had a mixed result. While it aided Britain's
industrial revolution, it harmed India's villages' economic self-sufficiency. It aided
England's industrial development. The English Company began to stimulate the
development of cash crops like as indigo, jute, and tea, as well as businesses such as
jute textiles, sugar, paper, and mining, and to trade in the production of the cash
crops and the products of the industries formed with Englishmen's capital. The new
trade pattern was founded on two principles: dealing in cash crops and considering
India as a source of raw materials, as well as establishing businesses that were not
in direct competition with England's and profiting from trading in the goods
produced by these enterprises.
2.7.2:

POSITIVE IMPACT OF COMMERCIALZATION OF
AGRICULTURE

2.7.2.1: Progressive event – Transformation of Indian Economy into capitalist
form
Commercialization, despite its many bad effects, was a progressive
development in one sense. Commercialisation facilitated social interchange and
allowed India's economy to transition to a capitalist model. It also helped Indian
traders and money lenders who made great riches by acting as British
intermediaries. The economy was integrated, which aided in the growth of the
national economy. India's economy became intertwined with the global economy as
a result of commercialization. It paved the way for the development of a high-level
social and economic structure. Commercialisation made a significant contribution
to economic integration.

Odisha State Open University, Sambalpur

22

2.7.2.2: Facilitated Growth of national agriculture
It also laid the groundwork for the country's economic development.
Commercialization of agriculture resulted in the expansion of national agriculture,
and the agricultural problem took on a national dimension. It also resulted in the
efficient specialisation of crops by region. Tea, coffee, indigo, opium, cotton, jute,
sugarcane, and oilseed were among the economic crops prioritised for cultivation
.
2.8

CRITICAL APPRAISAL

Despite the benefits it provided to producers of specialty crops in some areas,
commercialization of agriculture worsened the country's overall food situation by
increasing wheat and rice exports, reducing food stocks, raising cereal prices, and
discouraging the cultivation of inferior food grains like jawar and bajrafor which
there was no ready market. Furthermore, the commercial revolution bolstered the
tendencies set in motion by the new land systems. As a result, the gap between
landlord and tenant, as well as rural creditor and debtor, has increased.
The commercialisation of agriculture resulted in a significant break with the
past, as a village's self-sufficiency in food grains and other necessities of life was no
longer required. The village could no longer function as a cohesive unit under the
influence of new forces. Furthermore, the hitherto unbroken link between
agriculture and handicrafts, which had formed the bedrock of village life, was
shattered. As a result, a substantial number of people were compelled to seek
alternative sources of income after being uprooted from their regular vocation.
2.9

LET US SUM UP

Agriculture was the backbone of Indian economy. More than 70 percent of people
during eighteenth and nineteenth century depended upon agriculture for a
sustainable livelihood. But commercialization of Indian agriculture impacted
heavily Indian rural economy as well as rural life. Because of commercial
considerations and business motives, peasants preferred cash crops such as jute,
cotton, sugar cane, indigo, tea, oil-seeds instead of food crops like wheat, rice,
jawar, bajra, millet, etc. cultivation of cash crops provided better profit to Indian
farmers in domestic and international market. Previously food crops produced by
Indian farmers were either consumed at by family members or sold at village level.
But now there was significant change in selection of crops to be cultivated. The
choice was on cultivation of commercial crops because they were more profitable
than grain crops.
A number of reasons influenced the new market trend's specialisation and
commercialization. The spread of the money economy, the replacement of custom
and tradition with competition and contract, the expansion of internal and external
trade, the emergence of a unified national market (facilitated by the expansion of
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railways and road transportation), and the boost to international trade provided by
the entry of British Finance Capital, and so on.
Agriculture's commercialization resulted in the rise of intermediaries and
money lenders who preyed on the poor peasants. Food became scaresas a resultof
this. This occurred through the substitution of commercial crops for traditional food
crops in response to rising demand for cash crops such as raw cotton, jute, and
indigo. It had a severe effect on the country's food supply. Furthermore, between
1830 and 1840, practically all of the major companies involved in export trade and
commercial farm finance went bankrupt, because, despite lowering prices, they
continued to ship raw materials to the United Kingdom. Borrowed money was used
to cultivate export crops, but the businessmen were unable to repay the loans and
fell bankrupt. The peasants, on the other hand, were the worst victims. Cultivators
in India were ruined by falling prices in London. As a result, the commercialization
of agriculture introduced a new source of insecurity to the rural economy.
2.10

CHECK YOUR PROGRESS - 3

1.

What do you mean by commercialization of agriculture?
...........................................................................................................................
2.
Why did British plan for commercialization of Indian agriculture?
...........................................................................................................................
3.
Was commercialization beneficial for Indian peasants?
...........................................................................................................................
.......................................................................................................................................
4.
What were the harmful effects of commercialization of agriculture?
...........................................................................................................................
.......................................................................................................................................
2.11: ANSWER TO CHECK YOUR PROGRESS
1.
2.
3.
4.

Refer section 2.3
Refer section 2.6
Refer section 2.7
Refer section 2.7
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UNIT-3: DRAIN OF WEALTH
Structure
3.1 Learning Objective
3.2 Introduction
3.3 Origin and Meaning of the Drain of Wealth
3.4 The conception of Nationalism and the theory drain of wealth.
3.5 Causes of Drain of Wealth in India
3.6 Consequences
3.7 Lets Sum Up
3.8 Check your progress: Exercises.
3.9 Further reading
3.1 LEARNING OBJECTIVE
Following lessons the subject matter you ought to be capable
1. To identify with the perception of the drain of wealth.
2. Explain the meaning and nature of Drain of Wealth.
3. List of the various stages about the Drain of Wealth.
4. To understand the then consequences of Drain of wealth on Indian economy
in particular and on India in general.
3.2 INTRODUCTION
The Industrial Revolution and favorable conditions for British traders under
colonial rule in India ruined the job of personage artisans, caused havoc inside the
rural economy which caused irreparable damage to the textile, handicraft industry
of India. Nevertheless, in England and other European countries and its craftsmen
loss in their job and it was rewarded to them by the form of development of
industry and factory system. Indian economy shrank considerably under colonial
rule due to the colonial policies. It did not allow the Indians industry to grow freely.
For example, we can observe the economy of India producing about 25 % of world
industrial output in 1750 i.e., before colonial rule, this figure fell to merely 2 % in
1900. Therefore, the colonial rule in India by its inherent nature, lopsided policies,
and greed for profit worked for benefit of England and in turn impoverished India.
3.3. ORIGIN AND MEANING OF DRAIN OF WEALTH THEORY
During the 17th and the first phase of 18thcenturies, the British East India
Company used to import millions of gold and silver and funds from England for
purchasing goods in India. These goods were exported to Europe as the purpose of
sale. After the end of battle Plessey of 1757 C.E. and Buxar of 1764 C.E. and the
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Treaty of Allahabad of 1765 was signed, which allowed the East India Company to
collect land revenue from the rich provinces of Bengal, Bihar as well as Odisha, the
company started making extra revenues? The East India Company used these kinds
of revenues to purchase goods in the land of India, and which were exported to
Europe as the purpose of sale elsewhere. It eventually eliminated the need for the
Company to import gold and silver and funds from England to finance its
operations in India. It resulted in a situation where Indian revenues were used to
purchase Indian goods which were then exported out of India, without India getting
anything in return. Those periods were the starting of the drain of the wealth of
India.
India was a major player in the world export market for textiles and
handicrafts in the early 18th century, but by the middle of the 19th century it had
lost all of its export market and much of its domestic market. Other local industries
also suffered a decline which resulted in de-industrialization of India. While India
produced about 25 percent of world industrial output in 1750, this figure fell to only
2 percent by 1900.
At the end of the nineteenth century, a great contention has been arising
over the question of ‘The Drain Wealth’ between the nationalist leaders of India and
the Protagonists of England. Indian nationalist thinkers tried to develop the idea of
the Drain of wealth from India. It was chiefly for analyzing the reason for poorness
in India. The foremost agreement that was advanced during this respect was that “a
significant slice of India’s national wealth was transferred to England with none
quid pro quo.”The consultants described such a ‘Drain’ on India's resources because
of the transfer of resources from India to England either by obtaining nothing in
return or obtaining solely disproportionately a smaller half. The one who initially
raised this issue of the drain of resources from India to England was Dadabhai
Naoroji in his book “Poverty and Un-British rule in India” published in the year
1871 C.E.. Naroji tried to clarify the causes of the drain, measure the extent of such
drain, and search out the results of such drain of wealth. Therefore, the British
economic policies to require away India’s resources and wealth has been termed as
‘The Economic Drain’ by economists like R.C. Dutt, Dadabhai Naoroji. Their
center of attention of critique of colonialism was the drain theory. They
acknowledged that a large part of India's wealth was being transferred or drained to
Britain within the kind of salaries and pensions of British civil and military officers
who work in India, interests on loans taken by the Indian government, profits of the
British capitalists in India and therefore the home charges or expenses of the Indian
Government in Britain. And had these resources been utilized within India then they
may have been invested with and therefore the financial gain of the individuals
would have enhanced. Ranade opined that one-third of India’s national income was
being drained away-in one form or the other.
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3.4. THE CONCEPTION NATIONALISM AND DRAIN OF WEALTH
Among all the national movements in colonial countries all over the world, the
Indian national movement from 1885 to 1947 was the foremost deeply and firmly
unmoving in understanding the nature and character of colonial economic
domination and exploitation. India’s early leaders, known as the moderates, were
the primary within the nineteenth century to develop an economic critique of
colonialism. The constant flow of wealth from the land of the country has been
represented by the nationalist leaders and economists because of the drain of the
wealth of India to England, and India failed to get any economic, industrial, or
material benefits. They created it clear that the colonial government was utilizing
Indian resources, both human and natural, as land revenue, agriculture, and India
not for developing Asian countries except for the commercial development and
extension in Britain. The drain of wealth was taken as an indirect tribute extracted
by imperial Britain from India year after year, according to the nationalist
calculations, this chain amounted to a common fraction of the government revenues
over the whole land revenue collection and over a common fraction of India’s total
savings.
3.5 CAUSES OF DRAIN OF WEALTH OF INDIA:
Some important causes of the drain of wealth of India during the British Rule were:
1. First of all the salaries and pensions of British civil and military officials
who work in India on the side of British east India company, they did
take interests on loans by the Indian Government, profits of British
capitalists in India were all being met by the revenues collected in India.
This was one of the origins that money was being drained away from
India.
2. The drain did take the shape of a way over exports over imports that
India got not any economic or material approach. This ‘excess of export
over imports’ in the opinion of A. C. Banerjee was potential through
three means that the primary is, it implies personal fortunes obtained by
the Company’s servants within the form of illegal presents and
perquisites from Indian princes and different persons in Bengal. The
second is, Company’s servants earned giant incomes through their
participation within the inland trade. And therefore, the third is fortune
created through personal trade by British Free Merchants. In fact, 1/3 of
India’s total savings, nearly the complete land revenue collection and 1/2
of government revenues comprised some of the drains.
3. The British East India Company additionally provided military facilitate
to the Indian Princes in their fight for power against a challenging
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petitioner, in this manner within the period from 1761 to1771 alone, the
Company’s Government earned a net quantity of £1,190,000 from the
Indian princes, massive a part of this cash went in to the private pockets
of British. Some of it had been used to purchase Indian product that were
sold-out across Europe. The profit therefore gained went into the pockets
of British, therefore, Indian cash was used to purchase Indian product
The Company’s officers additionally received gifts for their facilitate
and India once more failed to gain any commercial enterprise advantages
reciprocally.
4. Inadequate terms of trade - The economic and the nationalists claimed
that the foremost goal of British people policy in India was to create a
valuable market of the house country and to remodel India into a
provider of low-cost and a secure supply of raw material manufacturing
agricultural country. They cited the protecting prices and different
discriminatory policies followed by the government as proof whereas
Britain and therefore the remainder of the European powers obligatory
protecting prices on foreign product returning in, no corresponding
import duties were obligatory on product returning into India This
exposed whatever industries that existed in India to powerful
competition from cheaply mass-produced product returning in.
5. The inquiry of governmental of 1840 it absolutely was reportable that
whereas British - cotton, and silk product imported into India paid a
requirement of 3½ percent and woolen product 2 percent, Indian product
imported into Britain paid 10 percent on the cotton product, 20 percent
on silk product and 30 percent on the woolen product.
6. The current unequal trade was added when 1813, a low-cost British
industrial plant created yarn and textile that did take away India’s native
market from its own producers. India experienced deindustrialization
over the half-century following 1810 because of terms-of-trade shocks.
7. The expenditure of carrying weapons forces required to maintain the
spacious domain across the world. Afghanistan, Burma and so on, was
met by Indian’s revenues and workers. Military expenditure accounted
to just about the 1/3rd of the budget.
8. The two most significant methods of drain were Home Charges and
Council Bills, also called unseen charges.
9. Home Charges characterized the only principal basis of the direct drain
of wealth, the expenses in Britain borne by the Indian treasury. These
Home Charges were enormous burden on the finances and contributed to
a continuous and unremitting shortage in the budget throughout the
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19thcentury. Home charges contained within pensions to British Indian
officers, defense force officers, soldierly and extra stores bought in
England.
10. Council Bills- Council Bills were the particular suggests that through
that cash was transferred. It doesn't refer to a bit of legislation. Council
Bills are best explained by quoting from Sir John Strachey’s lectures
given in 1888. ‘The Secretary of State draws bills on the government
treasury in India, and. it's principally through these bills, that are paid in
India out of the general public revenues, that the bourgeois obtains the
money that he needs in India and therefore the Secretary of State the
money that he needs in a European country.’ Sumit Sarkar further breaks
down the explanation: The would-be British purchasers of Indian
exports bought Council Bills from the Secretary of State reciprocally for
sterling (which was used to meet the house Charges). The Council Bills
were then exchanged for rupees from the government of India’s
revenues. Subsequent, the rupees were used to purchase Indian products
for exportation. Conversely, British officers and businessmen in India
bought Authentic Bills reciprocally for their profits in rupees from
British-owned Exchange Banks; the London branches of those tanks
paid in pounds for such bills with the money returning from Indian
exports “purchased through-the rupees obtained through the sale of
Sterling Bills.”
11. European Banks and European Agency Houses- With the use of the
British East India Company and the gradual downpour of European
brokers in India, the native banking houses alike that of the Jagat Seth
declined and were exchanged by European Agency Houses and Banks,
which were started by the Company’s servants. These Company servants
opened these houses and banks after hoarding huge wealth through their
unlawful private trade.
12. The drain wasn't restricted to only cash or goods: however, had wider
ramifications for India. The drain annoyed employment opportunities in
India and also that of investment
Estimation of the Drain of Wealth
During the British reign, it was difficult to create a proper estimation of the
extent of the drain of wealth from India in the form of resources and gold precious
metal flooded from India to England, however, some estimations were:
I.

Verelst estimated that during the middle of the 18th century after the five
years of the Battle of Plassey, the entire volume of drain from India in terms
of goods and the precious metal was 4, 941,611 pounds sterling. S.B. Saul,
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also made an estimation of such drain based on the balance of payments
alone, and his figure for the year 1880 C. E. alone amounted to 4.14 percent
of India’s national income.
II.

Dadabhai Naoroji also made an estimate of drain which was around Rs 8
million and later on, the volume of drain estimated him was Rs 12 million
in 1870, Rs 25 crore in 1893. In between 1883-92 he found the total drain at
Rs 359 crore . In 1905, total amount of drain calculated by him was Rs 51.5
crore.

III.

Another estimate done by G.V. Joshi for the period from1834 to 1838 and
total amount of drain from India during this period was estimated at nearly
600 million sterlings.”

IV.

According to D.E. Wacha’s estimate of drain in 1901 was “to the extent of
Rs 30 to Rs 40 crore per year.”

V.

According to S.N. Banarjee’s estimate of “average annual drain for the last
30 years of 19th century was of the order of 30 million.”

VI.

According to R.C. Dutta’s estimate of drain was found to be “around 20
million per year during the early part of 20th century.”

VII.

According to Irfan Habib, “The fact that India had to have a rate of saving
of 4 per cent of its national income just to pay the Tribute must be borne in
mind when economists speak of the lack of internal capacities for
development or the low per capita income base, from which the British
could not lift the Indians, however much they tried.”

3.6 CONSEQUENCES:
The enormous amount of drain of wealth from India to England formed a
serious influence on the economy condition of India and laid a favorable effect on
the economy of England. An efficient drain of resources from India into England
had given rise to disastrous effects on Indian economy and its people. Enormous
amount of these resources which could be invested in India were snatched and drain
off to England.
3.6.1 Impact of Drain of Wealth On Indian Economy:
The systematic drain of resources and bar of gold impoverished all the section
of Indian society with farmers being the foulest victims. They bore the brunt of the
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taxes raised by the Company and later by the Administration of India in the form of
land revenue. It drained India of its precious capital which might have otherwise
been endowed in industry and modernization of agriculture in India. The drain of
Indian wealth became a significant supply of funding the industrial Revolution in
England and is also the explanation why such a revolution did not take place in
India. Though the ideas of British has been taken on responsibility of preserving
law and order, centralized judicial and political administration, railways, roads,
educational set up etc. but the extent of draining out principal to stagnation of the
economy and poor and miserable condition of Indian common people. According to
Dadabhai Naoroji “anywhere between 30 million to 40 million pounds sterling were
flowing out of India, he described it as the main cause of India’s poverty.” It also
gives rise to in a ‘moral drain’ that contained in elimination of Indians for their land
and positions.
3.6.2 Impact of Drain of Wealth Theory On Indian Nationalism:
The theory of drain was instrumental in countering the explanation given by the
British for the colonial rule that India was being the “White Man’s Burden”. It
became evident that the colonial decree for India was manipulative. The criticism of
economic conditions of British Empire had provided help in shattering the legend of
benevolence of British government in the land India. The nationalist historiographer
emphases on the drain of wealth are only possible due to the British rule, free trade
policy, and industrial outlook in Indian soil, and capitalist mindset mostly played
the significant role. After the partition of Bengal, the word swaraj was used first
time by the congress leader Dada Bhai Naroji. The demand of Swaraj, spoken in the
1906 session of the Congress at Calcutta can be seen as a direct outcome of the
drain of wealth theory. It was instrumental that it laid the foundations for the
demand for Swaraj. Further, it had taken and raised the voice of the extremist
leader. The imaginations of peasant’s position and their participation in freedom
struggle merely affect in their private and professional life. The theory Drain of
wealth should undertake as a medium of exploitative natures of British and empty
glass would obstruct from extraction ideas of British administrator.
3.6.3 Nationalist Leaders Of India Analyzed The Various Harmful Effects Of
Drain In Different Ways:
As per the opinion of Dadabhai Naoroji the drain of resources was the major
and single cause of India’s poverty. R.C. Dutta and S.N. Banerjee were also giving
the opinion that the drain had formed destructive effects on the income and
employment of the land of India. Drain had given rise to harm of age group of
income and service in the country. Under this circumstances, R.C. Dutta
experiential, “For when taxes are raised and spent in a country, the money
circulates among the people, fructifies trade, industries and agriculture, and in one
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shape or another reaches the mass of the people. But when the taxes in a country
are remitted out of it, the money is lost to the country forever. It does not stimulate
her trade or industries or reach the people in any form.” The nationalist leaders
were giving opinion that drain of properties gives rise to loss of capital rather than
loss of wealth. This drain of funds gives rise to industrial retardation in our country.
G.V. Joshi, in this connection observed, “No nation can stand such a drain and yet
hold its own in the industrial field.” R.C. Dutt had also tried to found an
underlying connection among the drain of funds and the enslavement of the
peasantry. He claimed that the drain was paid chiefly out of land revenue
understood from the farmers.
3.6.4 Effects of the Drain on England:
Enormous measurements of the drain of resources and capital from India to
England lead to an improved standard of living in Great Britain. The Drain as well
leads to huge investments in England's cultivation, farming, and industry after the
year 1750 C.E. These investments were the responsible for agricultural revolution
of England in the 18th Century and also for Industrial Revolution in England after
the year 1750. England earned the take-off stage of its growth by utilizing the
resources drained out of India. An enormous quantity of remittances from British
officers within the variety of savings and pensions once after serving in India
authorized those individuals to devote themselves to the development of roads,
railways, and canals, new inventions, and additionally for bringing fast changes
altogether totally different sectors of its economy. Thus, Drain of Indian resources
were chiefly in control for placing foundation of economic wealth in England.
Many Indian and foreign economists and thinkers, such as Dababhai Naoroji or
R.C. Dutt argued that after the East India Company acquired power the drastic
measures were put in place, the aim of which was to exploit Indian agricultural,
industrial and commercial revenues for Britain’s own needs rather than to invest in
the development of India. As John Sullivan, the Member of the Government of
Madras and President of the Board of Revenue put it himself: “Our [British] system
acts very much like a sponge, drawing up all the good things from the banks of the
Ganges, and squeezing them down on the banks of the Thames.”
On the other hand, critics of the drain theory claim that the magnitude of the
damage done by the British policies is exaggerated. They argue that the drain
theorists did not take into account the invisible gains from mutual trade, as well as
considerably low interests on foreign capital. Taking into account these two
opposing views on the drain of wealth, this is an attempt to answer the following
question: To what extent was the drain of wealth during the colonial period
responsible for the poor economic status of India? In an attempt to find an answer to
this question, arguments are being discussed and put forward by both sides:
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proponents of the drain of wealth theory as well as its critiques, and subsequently
draw a conclusion based on the analyses of these arguments. As already mentioned
previously, the drain of wealth proponents explain that the economic drain in India
was a result of a built-in mechanism put in place by Britain, the aim of which was
unilateral exploitation of funds from India through external trade. This was done in
numerous ways, such as home charges, returns on account of irrigation and railway
systems, Indian exorbitant office expenses, remittances to families in England,
payments for British goods imports, interest rates on public debt held in Britain, and
undervaluation of trade and Indian labour.
However, to exploit India externally, the internal drain had to be put in place
first. Under the term internal drain, Naoroji understands the relocation of resources
within India: from poor regions to the rich ones, from impoverished people to those
on the other side of the spectrum, and from rural areas to the city. Consequently,
due to high taxation, interest rates, and exploitation of profits the external drain of
wealth as possible; Naoroji thus explains the economic drain as an external-cuminternal process, in which one was dependent upon the other. As Naoroji
observes, “in short, it is the pitiless perversion of economic laws by the sad
bleeding to which India is subjected, that is destroying India.”
The drain generated a recurring surplus for Britain, which in turn was used
in the form of investment in India; however, such investment did not produce any
revenues for India. It did quite the contrary. One of the elements of this investment
was home charges. The home charges were annual remittances from India to Britain
to repay the expenditure on the Secretary of State of India. Here to introduced some
home charges comprised numerous payments, such as interest rates on public debt
and investments made on large construction projects like railway or irrigation;
dividends for the East India Company stockholders; expenses stemming from
India’s inferiority to foreign rule such as civil and military charges; and government
store purchases manufactured in Britain for the Military, Marine, and Civil
department operating in India. The interest rates charged were exorbitant and India
did not derive appropriate benefit from such borrowed capital. The reason for this is
put forward by B.N. Ganguli. He explains that under normal circumstances the
income generated from projects such railway should remain in the country,
however, this was not the case in India as huge portions of the income was taken
away by British directors, superintendents, and European employees rather than
disbursed among Indians.
Moreover, huge capital export surpassed the inflow of foreign capital and
thus it formed a situation of a vicious circle: a shortage of capital could not be used
productively to generate employment and income in India on the level of a healthy
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economy. Naoroji tries to explain such a situation by comparing the inflow-outflow
of capital in India between 1858–69 with Australia and Canada, in which there was
an excess of capital inflow which generated enough capital to be invested in their
economic development. However, the situation in India was contrary.
Total exports (including treasure) in India during the same period reached
£456 million, while imports (including treasure) accounted for only £419 million,
thus there was a shortage of approximately £37 million. Such considerable outflow
of capital caused an unhealthy state of Indian economy, prevented it from home
investments into economic development, and made it dependent upon borrowed
British capital and investment. As Naoroji explains, “Britain India’s wealth is
carried out of it, and then that wealth is brought back to it in the shape of loans,
and for these loans, she must find so much more for interest; the whole thing
moving in a most vicious and provoking circle.” However, in addition to the home
charges, Indian’s drain of wealth has been increased by another burden on its
economy: interest on foreign capital investments.
Foreign capital investment from a private Britain’s finance capital to India
has been put under considerable interest rates, which resulted in another profound
leakage of wealth from India. One such example was the construction of the railway
system in India. According to Morrison, one of the critiques of the drain theory, the
foreign capital investment in railway development certainly helped to increase the
productivity of India through providing means of transport of goods, as well as
allowed India to borrow money for the project from one of the cheapest capital
markets in the world. Needless to say, this is true and Naoroji himself
acknowledges it, it is important to state that India did not derive the benefit of
income generated by the railway system; the income generated has not been
dispersed among Indians but rather Britons. Thus, for Naoroji, the problem lies not
in where the capital is coming from, but rather how to allow Indian people to enjoy
the benefit of such capital investments in India.
Therefore, despite projects such as railway construction helped to improve
the economic situation in India from the long-run perspective, it certainly did not
generate capital available to be used by India, but rather to be diverted to Britain.
Additionally, the foreign capital for the construction has been put under a huge
burden of interest rates which caught India in an already mentioned vicious circle.
Such practices brought forward another form of drain wealth, this time in the form
of bullion. The import of bullion has been particularly aimed at commercial and
financial gains by Britain, rather than to increase Indian industrial economic
development in which foreign capitalists had no true interest. Naoroji finds out
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that ‘‘during the period 1801–63 the net imports of bullion were £234,353,686.
From 1864 to 1869 the net imports of bullion were £101,123,448.’’
3.7 LET US SUM UP
To what extent was the drain of wealth during the colonial period
responsible for the poor economic status of India? After identifying and examining
the main channels of economic drain of wealth by Britain in India, such as various
and numerous forms of home charges, interests on foreign capital investments, and
foreign banking tools which also stunted the potential growth of Indian companies,
it becomes clear that the drain of wealth had a profound impact on the Indian
economy. Not only it exploited and diverted enormous amounts of capital and
wealth from India to Britain, but it also made India dependent on Britain’s foreign
investment, borrowings, and services, the result of which was an even bigger
outflow of capital in form of remittances and interests, as well as the destruction of
the domestic companies and their competitiveness. Thus, India found itself amid the
capital- outflow vicious circle, from which there was no escape.
To put it in the words of R. C. Dutt, “taxation raised by a king, says the
Indian poet, is like the moisture of the earth sucked up by the sun, to be returned to
the earth as fertilizing rain; but the moisture raised from the Indian soil now
descends as fertilizing rain largely on other lands, not on India.” The drain of
wealth severely crippled economic prospects and development in India for
numerous decades. Sadly to say, this conclusion of India’s economic stagnation was
true not only during the period of colonial rule but has been affecting India’s socioeconomic development even for years after that.
3.8 CHECK YOUR PROGRESS
1. Discuss about the origin of Drain of Wealth Theory.
2. Outline the history of the drain of wealth from colonial India to
Britain.
3. Give an account of the causes and consequences of Drain of Wealth.
4. Critically analyze how the drain of Indian resources led the rise of
nationalism in colonial India.
5. Explain briefly about the consequences of economic drain of India
on its economy and national movement.
6. Critically evaluate Dadabhai Naoroji’s methods of the calculation of
drain.
7.
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UNIT-4: GROWTH OF MODERN INDUSTRY
Structure
4.1 Learning Objectives:
4.2 Introduction:
4.3 Decline of Traditional Industry of India:
4.4 Evolution of Modern Industry in India:
4.5 Emphasis on Commercial and Food Crops:
4.6 Check your progress: Exercises
4.7 Further reading:
4.1 LEARNING OBJECTIVE:
After studying this topic you should be able to




Understand the historical growth of modern industry in India during the
colonial intervention
Understand the development of industry during various time frames.
Understand the contribution of the Indian capitalist to growth of commercial
as well food crops.

4.2 INTRODUCTION
The British economy and the British-India economic relationship have been
transformed by the industrial revolution. During the second half of the eighteenth
century and the first few decades of the nineteenth century, social and economic
reforms took place in Britain. The industrial development and expansion of the
British took place on the basis of modern machinery, factory arrangements, and
capitalism. Factories were built based on the inventions of Hargreaves, Watts,
Crompton, Cartwright, and others.
The British government has ruled out the possibility of an industrial
revolution in India. The cottage industry developed in the countryside did not
interfere with the interests of the British, so they did not impose restrictions on it,
but the industrialization that flourishes in the urban areas was extravagance, and the
demand abroad was much higher. The industry in England was in decline as the
British people bought Indian goods. In 1701, the government banned the use of
Calico clothing (white carpet clothing imported from Calicut) in the British.
Traders selling Indian silk and printed carpets were fined 200 pounds. In 1720
C.E., the use of Indian goods was severely curtailed. British manufacturers have
focused on selling their products to India instead of importing Indian goods. They
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pressured the company to send other raw materials such as cotton and silk from
India for their industry. Carpets were exported to neighbouring countries,
especially to India. In his 1901 book, The Economic History of India, R. C. Dutt
points out how their (Indian producers’) position would be taken over by British
producers and how British industries could improve the value of Indian industry.
“British manufacturers feel that the company’s revenue control and export
trade in India is largely at stake,” said David Cook, chief of the Christian Science
Monitor’s Washington bureau. From 1793 to 1813 C.E. until then, they have been
campaigning against the company and its commercial facilities. As a result, the
company lost its monopoly on Indian trade in 1813. This marked the beginning of a
new phase in Britain’s economic relations with India. Agricultural India was to be
transformed into an industrialized colony of industrialized England.
4.3 DECLINE OF TRADITIONAL INDUSTRY OF INDIA:
Due to the Government of India’s open trade policy, British goods entered
India without restrictions. As a result, Indian craftsmanship with British goods was
on the verge of extinction, facing fierce and unparalleled competition. The British
rulers did not protect the Indian cottage industry. Indian goods were considered
inferior to British goods, although the quality of Indian handicrafts was very high.
The British insisted on exporting raw materials from India for their country’s
factories instead of Indian goods. By the end of the nineteenth century, cotton, silk,
jute, oilseeds, wheat, leather, blue, and tea were mainly exported from India.
Agricultural raw materials are commonly used as industrial raw materials. The
British commercialized agriculture in India with the aim of supplying raw materials
for their industry and making a profit by selling cash crops in the European and
American markets. The focus was on the production of blue, cotton, tea, coffee,
jute, smoked leaves, opium and sugarcane. This, of course, created a few industries
in India; but most of the industries were owned by British capitalists. From 1757 to
1856, the Indian economy was weakened by the influx of money from India to
England. The few industries that developed in India were made possible only by
foreign capital; these industries were opened for export only, and even railroads
were built for commercial gain. The main industries were established in Bengal,
Lucknow, Ahmedabad, Nagpur and Madura, India.
Before British rule in Punjab and Kashmir, beautiful shawls were produced.
Copper and bronze were made all over India. Jewellery perfumes, utensils, ivory
and stone carvings, glassware, etc. were popular all over the world; but with the
advent of the European Industrial Revolution, the Indian industry suffered. For
selfish reasons, the British did not encourage industrialization in India. The rapid
industrial growth in India was made impossible by the colonial financial system in
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foreign capital. Lack of technical skills has hampered the development of the
industry.
Instead of Indian goods, the British introduced cheaper and more interesting
products in the market. Europe’s cheap iron and steel production has hit India’s
iron and steel industry. With the opening of the Suez Canal, British goods came to
India at a low cost, which in turn led to the decline of the Indian industry. Due to
the introduction of railways and improved communication facilities, English goods
were easily available in every part of India. In that sense, it is possible that India’s
cottage industry did not go unnoticed. Prof. P.N. Chopra wrote, “India is in a
position to import foreign goods from a productive country for the benefit of its
people....The company has claimed that the company has succeeded in converting
India from a productive country to a raw material exporting country by its strategy
and expertise.”
4.4 EVOLUTION OF MODERN INDUSTRY IN INDIA:
In the middle of the nineteenth century, the introduction of railways led to
the growth of the modern industry in India. Britain was at the forefront of modern
industrialization in India. Under the Charter Act of 1833, new European settlers
and British capitalists were asked to invest in the expansion of trade in India; but by
1857, no one had invested in India. That year was the Great Indian Rebellion. The
British felt that the Indians were supporting the local king because of the financial
hardship and rising unemployment. If the British do not change their policy, India
will be in a position similar to that of the United States.
In 1858 the Government of India Act was passed which liquidated British
East India Company and transference of its function to the British Crown. It was
announced that India would be ruled in the Queen’s name and in the future only in
the name of the Crown.
Special attention was paid to the development of the economic situation of
Indians after the Queen took over the rule of India. In India machines were set up
for the establishment of plantations and factories. It is said that a large number of
Indians will be able to earn a living through the Plantation Industry. The company
was forced to make a profit by investing the rest of its capital in the planting
industry after the closure of Calico exports from India. Under the 1833 Charter
Act, European capitalists gained the freedom to acquire and contract land in India.
So, the Europeans were interested in cultivating indigo, tea, and coffee in India.
4.5 EMPHASIS ON COMMERCIAL AND FOOD CROPS
Indigo:
Indigo was used in the dyeing of textiles before the advent of modern
chemical dyes. Indigo is needed for England’s textile garments excessively. The
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indigo business was also very profitable. Louis Bonnaud of France set up an indigo
factory in Bengal in 1777 and Francois Grand in Bihar. According to the company,
the principle in the case of indigo planting is a guide. By 1795, about 3 million
pounds of indigo had been exported from Bengal. In Bengal and Bihar, indigo
cultivation was accelerated. By 1826, Rs 2 crore was invested annually in indigo
agriculture. In the Bengal presidency, 899 factories were set up covering 30 to 40
lakh acres of land.
White indigo planters forced Indian farmers to cultivate indigo cheaply.
Farmers did not receive a fair wage for their hard work. So, the animosity between
the planters and the farmers increased. After 1833, farmers protested against indigo
planting. By 1860, they had joined the rebellion. As a result, the indigo production
in Bengal fell to 16502 maunds in 1877; however, the increase in Bihar and Doab
areas reached 34857 and 44285 maunds, respectively. By 1897 C.E. indigo farming
had ceased to exist due to chemical dyes.
Tea and Coffee:
It is said as much as Indigo lost so did the benefits of tea. With the abolition
of the monopoly rights of the company from China in 1833, it focused on tea
cultivation in India. The study found that the climate and soil of Assam were good
for tea cultivation. The first to report tea plantations in Assam was a Scottish
gentleman Robert Bruce. Realizing the importance of tea cultivation, Lord William
Bentick set up a tea committee on January 24, 1834. Scientific experiments have
shown that indigenous seed production is more productive than Chinese seed.
In the hope of making more profit, the company decided to delegate tea
farming to various private companies. The merchants of London formed the Assam
Company on February 12, 1839. Cockrill and Co. and Boyd and Co. were hired as
Calcutta's joint agents in Calcutta. For that purpose, Dwarkanath Tagore and Carr,
Tagore and Co. formed the Bengal Tea Association. These two companies were
soon merged. In 1845, the Assam Tea Company invested Rs 50 lakh in a 10,000
share. Until the 1850s, under the auspices of the government, Assam was the only
company producing tea. From 1856 to 1860 AD, tea farming became a lucrative
business. More and more tea was cultivated on the land; but its expected
development has been hampered by labour shortages, transportation difficulties, and
emerging opium poppy cultivation. The Jorhat Tea Company was established in
1859 as a rival to the Assam Company.
Between 1859 and 1865, about 20 companies were registered. In addition,
the affected tea gardens have begun to grow tea extensively. The government has
also adopted a cohesive policy to provide land for tea cultivation. Although more
production was expected, 6 million pounds of tea was produced in India in 1866-67.
Of course, between 1865 and 1867, Assam's companies suffered losses.
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By the end of the nineteenth century, more tea was harvested. Not only did
the land doubled for tea cultivation between 1885 and 1905, but the production of
tea per acre also increased. After 1900, its market value declined; however, the
reduction in the cost of tea resulted in an 8.5 percent increase in tea production. In
the year 1918, 324 pounds millions of teas were exported from India for Rs 17.8
crore. Soon tea production became a major industry.
Coffee was first cultivated in 1823 at Fort Gloster, Bengal. Bengal has not
had a good harvest of coffee. In South India, however, coffee has proven to be a
beneficial plant. “In 1859, when coffee was exported for 188532-pound, coffee was
exported for 801908 in 1864 and for 1,633,032 pounds in 1879,” “After that, coffee
production fell due to competition between Brazil and some coffee plants, which
dropped between 1877 and 1887,”
Jute:
The development of jute production in India is very exciting. The demand
for jute production material was very high. So, the British capitalists were tempted
to make a profit by setting up a jute factory in India. In 1791, the British tested the
Bengali jute and found that its fibre was very weak. Of course, Indian handicrafts
were popular in the United States, Penang, and Singapore. Between 1833 and 1856,
the company exported goods worth Rs 41, 20,881.
The industrialist wanted to build jute mills in India in the form of ‘Dundi’.
Their construction process was accelerated by the closure of the Russian border due
to the Crimean war. In 1855 George Acland brought a spinning machine from
Dundi and established it at Bihra, Bengal. The first electric weave machine was
started in 1859 at Baranagar. Barnagar Mill doubled its production in five years and
more than doubled its capital in 13 years. At first no one was interested in setting
up a jute factory. For example, three more jute factories were set up in 1866. The
sudden rise in the price of jute increased. Between 1872 and 1878, 13 new
companies emerged and the number increased to 3,500. Bengali jute factories
exported large quantities to the market of Asia and Australia and partly to the US
market. As a result, the door to Hundi was closed.
For the second time in 1882-1885, the price of jute suddenly rose. At that
time, five new factories were set up, and the number has doubled from 1875. The
Jute Mills Association of India was formed in 1884. By 1895 C.E., 10,000 systems
were operating. One-third of them were extracting bamboo. By 1825, Europeans
had invested Rs 5.47 crore in jute factories. Good shares were also found. Seeing
the jute factories well operating in Bengal, Dundi became intolerant. The Home
Secretary has ordered an inquiry into the Bengal mills to find out how many
workers are being employed.
During the 1890 famine slowed the production of factories. Exports trade
of jute from India declined. By 1914, the number of jute factories had risen to 64.
At that time, there were 36,000 yarns working. The factories employed 2,16,000
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workers. In the first year of World War I, jute product was not exported to a
foreign county, but more jute factory was opened. Despite the fact that the number
of factories has increased, the farmers have not benefited, and the farmers have not
been able to export their goods abroad, so they are bound to be sold at a low cost.
Prior to the end of World War I, India had 64 jute mills, 36,000 Tantras,
and about 1.5 lakh Kanda. During World War II, the demand for jutes increased
abnormally, but then declined. From time to time, the jute factory may not be as
effective as it used to be. During the partition of India, the trade of jute factories
was slow. India lost its monopoly trade. In India, 19 percent of the jute production
land is cultivated, and the rest is owned by Pakistan. Most of the jute factories were
in India, but they lacked raw materials to run them. Pakistan imposes tariffs on
exports to India. To solve this problem the government of India has tried to
cultivate jute on more land.
Cotton Manufacture:
Since ancient times, carpet weaving has been a popular art in India and at
home and abroad. Demand for this specialty has grown significantly as a result of
recent corporate scandals in Egypt and Rome, as well as in some parts of the Arab
world and Europe. Clothing was a national thing Art. The colours and textures of
Indian clothing are still unique. Livelihoods of the weaver were yarn and weaving
throughout the country.
Fine carpets, Chopah in Murshidabad, Chitbhas in Lucknow, Dhoti and
Dupatta in Ahmedabad, Silk Thread in Madhya Pradesh, and Palmore in Madras
were very famous. The Indian weaving system was determined by the Silk
Corporation. Each weaver was paid by the merchant (who provided the capital);
But with the advent of the British East India Company, it was decided to invest in
agents instead of traders. The people of the company claimed ownership of the
yarn in India and the weavers were affected. Indian’s calico higher tariffs to weave
British wool and linen. By 1787, Lanka's textile production had surpassed that of
Indian textiles. Indian clothing was once again levied to promote British clothing.
Gradually, India’s largest textile industry collapsed. By the end of 1818, the Daka
textile industry had closed.
Gradually the interests of the urban middle class changed. Lankasayar’s
thick carpets were sold in India at affordable prices and were highly regarded by the
poor. It was a shock to the indigenous clothing market. Exports of British clothing
to India increased exponentially. The locals also disliked the Muslin dress of Daka,
which one day wandered abroad. The people of Bombay and Madras also wore
English clothes. The textiles of the two regions could not compete with the British
textile industry. In 1824, factory-made threads entered India. It was valued at less
than Rs 1 lakh in Calcutta; but in four years, its value has risen to 3.3 million. The
cost of making yarn in the UK was half the cost of making yarn in India. So, the
profit that Indian weavers used to make yarn could no longer be. The Manchester
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Chamber of Commerce in the 1830s was in a state of financial turmoil, focusing on
the sale of textiles in India instead of the monopoly trade from China. When saw
the tragic consequences of the textile industry in India, and Bentinck said in a brief
statement on May 30, 1829, for a long time Indian’ main carpets.
Of course, the same thing happened in England. Like India, the cottage
industry in England has become more global. That being said, cottage goods are
kept in museums, so to speak there is no competition in the market. Britain’s shaky
policy was unfair, which in turn destroyed the Indian textile industry. In terms of
technology and organization, the British were far superior to the Indians. Indian
capitalists, therefore, felt that only mechanization would eliminate the damage
caused by weaving.
After the great revolt of 1857, the Carpathian textile industry improved. In
the 1860s, capitalists set up modern factories. In Bombay and Ahmedabad,
capitalists set up garment factories. The Cowasjee Nanabhoy, established in 1853
in Bombay, started work on 25,000 spinning mills and textile mills in Bombay. By
1862, 10 garment factories were set up in Bombay and three garment factories in
Ahmedabad. Of those, four were productive. Similarly, in Solapur and Nagpur,
textile industries were established. The unusual trade in carpets, which increased in
the 1860s, fell to 1870. This affected the clothes that opened like roofs. In 1872,
the Bombay Presidency had 18 mills and two in Bengal. Again, from 1875 to 1877
and from 1885 to 1890, there was a sudden increase in clothing prices. By the time
of 1890 C.E., 137 garments mills had been installed; of these, 94 were made in
Bombay. Most of the Indian mills were thread mills. At the time, cotton mills were
busy exporting cotton to foreign countries. The small amount of fine clothing that
Indian mills made was unbearable to Manchester merchants. Two-thirds of
England’s trade was in Hong Kong, China, and Japan; but by 1895, four-fifths of its
trade was in India. From 1895 to 1900, Indians could not afford to buy large
quantities of British clothing due to famine and plague.
At the time, most Indian leaders felt that the people of India were
becoming poorer because of their industrial backwardness. During the Indigenous
Movement of 1905, Indians were urged to refrain from using foreign goods. So, it
was very important for the development of industry in India. By 1914, the number
of carpet mills in India had increased from 194 to 273. The Cotton Textile Act of
1934 protected India’s textile industry. India’s textile industry flourished during
World War II. When one-fourth of the garments manufactured in India were sold in
India in 1914, by 1935, the Indians were using three- fourths of the garments made
in India. During World War II, large quantities of carpets were exported from
India. At the time of the British departure from India, there were 421 factories,
202,814 yarns in India. In between 1941 to 1946, India was able to export a large
amount of garments to England.
Iron and Coal:
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In the nineteenth century, large-scale industrial establishments in the
country were not only possible due to lack of capital, but also due to the lack of
high-quality iron ore and the abundant production of coal. Attempts were not made
to set up an iron ore factory at that time, but Joseph & Co. in Barakara, Bengal, in
1839, Mac & Co. in Raniganj in 1855, and Iron & Co. in Asansol Bengal in 1875
tried to start iron ore but failed. In 1825, J.M. Heath was given a one-sided lip to
produce iron at Madras, and he started ironwork at Portonovo; Due to his lack of
funds, he was unable to do so. Iron was needed in the Indian Railways, textiles, and
other construction industries. Farmers and planters needed mechanical equipment
for their own use. Iron was imported from the Britain to meet the needs of all.
Before the war, 8, 08,000 tonnes of iron worth Rs 12.5 crore were imported.
At the beginning of the twentieth century, a total of 35,000 tonnes of iron
was produced annually. Tata Iron and Steel Company were founded in 1911.
During World War I, the company did its utmost to meet the demand for iron.
There were several other iron factories in Bengal and Mysore, but it had to face
competition from imported iron. Iron ore demand increased during World War II,
and factories were built, and by the time the British left India, the strong iron ore
infrastructure was ready.
The oldest mining industry in India is coal. High-quality coal has not been
produced in India for a long time. Coal was discovered in Bengal in the early
nineteenth century. Alexander and Co. began mining in 1820. There was only one
mine until 1840. In 1854, mining was started at three other locations. As many as
one million tonnes of coal was extracted from 56 mines in Raniganj and Jharia by
1879-80. From Bengal broadly 467,000 tonnes coal was produced among the year
1869-75. This did not meet the needs of the railways. In 1880, India imported
6,000,000 tonnes of coal. New coal mines have been discovered in Bengal due to
the high demand for coal in railways, jute and cloth mill. During World War II,
more coal was produced to meet demand. Half of the total production of coal was
exported to a foreign country, while the rest was used to run domestic factories.
Coal mining has always been going on, even though there have been occasional
problems.
Paper:
Paper was produced in Bengal in 1870. The Titagarh Paper Mill in 1882,
the Bengal Paper Mill in 1891, and the Imperial Mill in 1891-92. The paperwork
was held in Lucknow in 1879 and Pune in 1887. In India, paper mills faced a
number of challenges, such as the high cost of chemicals and the high cost of
transporting coal was difficult for industrialists to manage. In addition, our
country's paper mills were lagging behind in the competition with paper from other
countries
The Tanning Industry:
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The leather factory is a lucrative business. The demand for leather goods at
home and abroad was very high. Despite the abundance of leather in India, modern
leather factories were built here late. In 1845, in Madras, Charles de Susa
introduced certain methods of making leather. In 1860, with the help of the
government, a horse and junk factory were set up in Kanpur. Some leather factories
were also built in Bombay. The Madras government conducted research between
1904 and 1911 to improve chrome tanning.
In modern India, factories have been set up in some other areas. Efforts
have been made to boost India's economy by developing sugar, oilseed, manganese,
petroleum, and microfinance plants. When the factory was built, the industrialist
had to face various difficulties, resulting in construction work being delayed.
With the establishment of the modern industry, the capitalist class emerged
in India, but the rise of this class was very slow. Joint ventures and banks belong to
the Britishers. The Indians did not have the organizational skills to run the factory,
nor did they have the facilities. The government provided assistance to British
capitalists and producers. Due to the lack of capital, industry, and government
support, the development of modern industries in India has been slow.
3.6 CHECK YOUR PROGRESS: EXERCISE
1. Give an account of the industrial development in India on the eve of the
British rule.
2. Explain what led the decline of Indian industries.
3. Discuss the role of India for the success of Industrial Revolution in Britain.
4. Give reasons what prompted the English East India Company to take steps
for the destruction of Indian cottage Industries.
5. Explain how the plantation industries flourished in India.
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