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INDIAN ECONOMY ON THE EVE OF INDEPENDENCE(R.Notes)
INDUSTRIAL SECTOR ON THE EVE OF INDEPENDENCE
Key points to remember about the industrial sector on the eve of independence:
- “Systematic de-industrialization" The decay of India’s world-famous Handicraft
industry due to the discriminatory policies of the Britishers. Bleak growth of modern
industry due to lack of investment opportunities.

DECAY OF HANDICRAFTS:

Before the Britisher's came to India, our country was worldwide famous for its excellence
and quality of handicrafts.

REASONS BEHIND THE DECAY OF THE HANDICRAFTS :

1. Discriminatory Tariff (Tax) Policy of the State - Britishers found India best source of
raw materials and best market for their finished goods. They started the following
discriminatory tariff policies according to which:

- The export of raw materials from India tariff-free.
- The import of British Industrial products in India tariff-free.

- Heavy duty (taxes) was placed on the export of the Indian Handicraft products. British
finished products captured Indian markets. Therefore, the decay of the handicrafts was
the result.

2. Disappearance of the Princely Courts
- At the time of Independence India was divided into two sets of territories:

- The law of British India was placed in both the central and the local governments which
means that the Princely states somehow existed under the influence of the law.

- Local rulers encouraged(patronize) the handicrafts making them reputed worldwide,
with the greater influence of British law and their discriminatory policy the decay of
handicrafts took place.

3. Competition from Machine- made Products-



The machine-made products from Britain were low-cost and gave tough competition to
handicrafts products in India. This competition forced the Indian craftsmen to shut their
enterprises forever.

4. New Patterns of Demand-

The impact of the Britishers can be seen on our culture and thinking too. This lead to the
emergence of the new class and new patterns of class that preferred British products
against Indian products.

5. Introduction of Railways in India-

Railways were introduced in India by the Britishers for their own selfish motives in order
to expand their markets for the finished products in India. Their expansion leads to decay
in handicrafts.

BLEAK GROWTH OF MODERN INDUSTRY:

- Only a few industries like Tata Iron and Steel, sugar, etc industries were established.
- Limited state participation in the process of industrialization.

- Absence of Capital goods (that are used for industrialization) in the country.
FOREIGN TRADE UNDER BRITISH RULE

British rule in India brought an end to India’s foreign trade as India primarily became a
net exporter of raw materials and importer of finished goods produced by British industry.

Observations:

Net Exporter of Primary Products and Importer of Finished Goods- India under
British rule became an exporter of raw materials( cotton, wool, indigo, etc) and importer
of finished goods. Composition of exports and imports showed the backwardness of the
economy.

Monopoly control of India’s Foreign Trade- British government monopolized the
exports and import soft the country in a way that, More than 50% trade with Britain only.
Imports of Britain’s finished goods provided a huge market to British industry in India.

Surplus Trade but only to Benefit the British-

- Despite the exports exceeded our imports there was mass export of primary goods
which is a sign of economic backwardness.



- Trade surplus used for administrative and war expenses of Britishers and not for growth
and development of the country.

DEMOGRAPHIC PROFILE DURING BRITISH RULE
Four parameters that are studied here:

1. Birth Rate and Death Rate- Both were very high and this suggests a state of massive
poverty in the country.

2. Infant Mortality Rate- Which means the death rate of children below the age of one
year was very high owing to poor healthcare facility and poverty.

3. Life Expectancy- Average life of a person living in India at that time was just 32 years
which meant that there were poor medical facilities, lack of awareness and means to
avail them.

4. Literacy Rate- It was a slow as 16% and female illiteracy rate was even worse
reflecting social and economic backwardness along with gender- bias. It means the
structure of the working population across all three sectors of an economy l.e primary,
secondary and tertiary.

OCCUPATIONAL STRUCTURE ON TH EVE OF INDEPENDENCE

1. Agriculture as Principal source of Occupation- With a large number of the working
population engaged in agriculture, it became the source of livelihood and their only
source of occupation. This shows the backwardness of the country in terms of lack of
employment outside agriculture.

2. The industry as an Insignificant Source of Occupation- Very few people was
engaged in the industrial sector, this proves the backwardness of the Indian economy
on the eve of Independence.

3. Unbalanced Growth- Only when all the sectors of the economy are equally
developed there is balanced growth, but in case of India except agriculture all the other
sectors were in infant stage leading to the backwardness of the country.

INFRASTRUCTURE ON THE EVE OF INDEPENDENCE

The economic and social elements of Infrastructure remained undeveloped except the
Railways, Ports and few roads made and introduced by the Britishers for the
transportation of raw materials from one place to another smoothly.

POSITIVE IMPACT OF BRITISH RULE IN INDIA

If studied with reference to motive, there was no positive impact however few
observations are important-



1. Commercial Outlook of Framers- Forced commercialization of agriculture by the
Britishers forced the farmers to have commercial outlook as they starting producing
more(in terms of quantity and diversity) for the market and not just for subsistence.

2. New Opportunities of Employment- Introduction of railways meant new
employment opportunities outside agriculture.

3. Control of Famines- Not more starvation or death due to lack of food grains was
there because of rapid means of transport reaching out in different areas.

4. Monetary System of Exchange- Monetary system instead of barter system was
introduced by them which facilitated the division of labor, specialization, and large-scale
production.

5. Efficient Administration- Britishers had a well efficient system of administration that
provided a base for the country’s future politicians and planners.
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