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ECONOMIC EFFECTS

THE FIRST PHASE OF BRITISH COLONIALISM

 The British set up their first ‘factory’ on the banks of the

Hughli River in Bengal.

 The Company had managed to acquire permits or a ‘dastak’

from the Mughal emperor.

 The ‘farman’ was widely misused by the British employees

for their private trade.

 The acquisition of ‘diwani’ in Bengal opened the way for the

Company to raise money for its expenditure in India.



ECONOMIC EFFECTS

LAND REVENUE POLICIES

 Agricultural taxation was the main source of income for the

company and the British administration tried out various

land revenue experiments to earn the maximum revenue.

 Cornwallis introduced the system of Permanent Settlement in

1793. Under this system, ‘zamindars’, who earlier only had

the right to collect revenue, were established as the

proprietors or owners of land.

 Through this system, the state tried to create an enterprising

class of landowners, who would try to improve crop

production in their fields to earn profits.



ECONOMIC EFFECTS

LAND REVENUE POLICIES

 To keep out intermediaries from revenue collection, so that

the state could acquire a larger share of the income from land,

the Ryotwari System was started by Alexander Read in 1792,

for the Madras Presidency.

 Later it was introduced in the Bombay Presidency as well.

 Under this system, revenue was initially collected from each

village separately, but later each cultivator or ‘ryot’ was

assessed individually.

 Although this system increased the revenue collected by the

state, the assessments were faulty and the peasants

overburdened by the taxes.



ECONOMIC EFFECTS

LAND REVENUE POLICIES

 In the north and northwest of India the Mahalwari

Settlement was followed after 1822 where the state made

settlements with the village community.

 Each such fiscal unit was called a ‘mahal’. Under this system,

some recognition was given to collective proprietary rights.

 As a result of the revenue policies of the British, agriculture

stagnated and peasants almost became tenants at will.

 They also increased the number of landed intermediaries,

and strongly entrenched the figure of the moneylender in

the countryside.



ECONOMIC EFFECTS

THE SECOND PHASE OF BRITISH COLONIALISM (FREE TRADE)

 The ‘Second Phase’ is generally seen to have begun with the

charter Act of 1813.

 In a bid to acquire greater control over the Company’s

earnings, the parliament started attacking individual Company

officials with charges of ‘misconduct’.

 The ‘Free Traders’, dominant in the parliament with the turn

into the 19th century, demanded free access to India, which

led to the passing of the Charter Act of 1813.



ECONOMIC EFFECTS

COMMERCIALIZATION OF AGRICULTURE

 It is often believed that the colonial administration encouraged the

commercialization of agriculture that improved the position of

peasants in many areas of the Indian colony.

 From the 1860s onwards, the nature of agricultural production was

determined by the demands of the overseas markets for Indian

primary products.

 But commercialization seems to have been a forced artificial

process that led to very limited growth in the agricultural sector

 Commercialization thus, increased the level of sub-infeudation in

the countryside and money was channelized into trade and usury



ECONOMIC EFFECTS

COMMERCIALIZATION OF AGRICULTURE

 Those who benefited in the colony were big farmers and
moneylenders.

 Tea was grown in plantations in Assam, owned by whites, and

they used indentured labour, which was almost like slavery.

 White planters had to force farmers to grow indigo because it

yielded low profits and upset the harvesting cycle.

 This involved inhuman levels of coercion, which eventually led to

the indigo-rebellion in 1859-60.

 Farmers were forced to grow cash crops also because they had to

pay the high revenue, rents and debts in cash.



ECONOMIC EFFECTS

COMMERCIALIZATION OF AGRICULTURE

 Revenue maximization and limited famine-relief in extreme situations

were the factors that motivated this public investment. It did lead to

great prosperity and commercial agriculture in limited enclaves,

especially in the canal colonies of Punjab.

 The construction of the railways in India only further strengthened

the colonial nature of India’s economic development.

 The Industrial Revolution in Europe enabled the mass production of

cheap machine made goods, which flooded Indian markets. Unable

to compete with this, Indian commodities lost both their overseas

and domestic markets.

 This destructive process led to deindustrialization that increased

pressure on land



ECONOMIC EFFECTS

THE THIRD PHASE OF BRITISH COLONIALISM

 The third phase is seen to have begun from the

1860s.

 In the face of competition in the world market,

Britain's lead in this regard dwindled.

 In search for newer markets and sources of raw

material, these countries stepped up their drive for

colonies and strengthened their control over existing

ones.

 Industrial development also led to capital

accumulation, which was concentrated in a small

number of banks and corporations.



ECONOMIC EFFECTS

THE THIRD PHASE OF BRITISH COLONIALISM

 This capital was invested in the colonies to sustain the rapid inflow

of raw materials to fuel further expansion of industrial production

 High tariff restrictions in other developing capitalist countries led to

a contraction of markets for British manufactured goods.

 And the need for heavy imports of agricultural products into Britain,

was making her position vulnerable in her trade with other

countries.

 Britain’s control over India ensured that there would always be a

captive market for Lancashire textiles.

 Moreover, India’s export surplus in raw material with countries other

than Britain, counter-balanced her deficits elsewhere.



ECONOMIC EFFECTS

THE THIRD PHASE OF BRITISH COLONIALISM

 British capital was initially invested in railways, jute industry, tea

plantations and mining.

 While British entrepreneurs had easy access to capital made

available by this banking network, Indian traders had to depend on

family or caste organizations for their capital needs.

 It was during the 1st World War that some Marwari businessmen

from Calcutta, like G.D.Birla & Swarupchand Hukumchand invested

in the jute industry.

 The greatest success of Indian capital was seen in the cotton

industry in western India, which took advantage of high demands

during the war years (1914-18) to consolidate its successes.



ECONOMIC EFFECTS

THE THIRD PHASE OF BRITISH COLONIALISM

 Early Indian nationalists like Dadabhai Naoroji, M.G. Ranade and

R.C.Dutt had expected Britain to undertake capitalist

industrialization in India, but were deeply disillusioned with the

results of colonial industrial policies.

 Dadabhai Naoroji put forward the drain of wealth theory.

 Poverty in India, according to them, was the result of a steady

drain of Indian wealth into Britain-a result of British colonial policy.

 Even if this drain was a small fraction of the value of India’s total

exported, if invested within the country it could have helped

generate a surplus to build a capitalist economy.



Z

THANK YOU


