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MHI-105 : HISTORY OF INDIAN ECONOMY

MOST IMPORTANT QUESTIONS FOR EXAM
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1. Write a note on Indian economy during 1800-1857.

Indian Economy During 1800-1857

The period between 1800 and 1857 wasya crugial phase in Indian economic history, marked
by the consolidation of British colonial ruleyThe economic landscape of India underwent
profound changes during this time, with the introduction of British economic policies and
systems that significantlyialteréd the,agrarian structure and industrial landscape.
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1. Decline of Traditional Industries

During Britisharule, traditional industries like textiles, handicrafts, and metal works faced a
severe decline. The British imported manufactured goods to India, and their cheap, mass-
produced goods undermined local industries, leading to their collapse. Indian artisans and
craftsmen, who had once been renowned for their skill, were left without work.

Example: The Indian handloom textile industry, which had flourished for centuries, was
crippled as British textiles flooded the market, driving local craftsmen out of business.
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2. Agrarian Economy

India during the early 19th century was primarily an agrarian economy. The British
introduced land revenue systems like the Permanent Settlement (1793) in Bengal and
Ryotwari in the south to extract revenue from land. These policies often placed heavy tax
burdens on the peasants, leading to widespread poverty, debt, and.sometimes even
famines.

Example: The Permanent Settlement in Bengal fixed land revenue at a fixed rate,.which
made the zamindars (landlords) responsible for collecting taxesgleading,to exploitation of
farmers and a rise in absentee landlordism.

2. Y e srfeaawar

1991 J[ATea! DI YHHTT H YR T U J T piv], eiRansrlerawy o7 fafe=n 4
RITH FEIaRd (1793) S Y ToId TUTER 3R GRTTYHRE H Iraed_t Yo an] &1,
O U 9 o FMepTer T | 3 ol Heaml iR URPHR g STa, forids dRuT
TS TS, o 3R B i o 3mal

IETERUT: RITH §EIawd - STa HaffH IoRd &1 4o (13d ax W Feiia foar, for
SHieRT (YA ATfcieT) Bl X TE PHSTHER! &l 1, foRId HRUT AT &1 2o gen
3R SrufRd STHIGRT HIEe H gfa 55|

3. Commercialization of Agriculture

The British ifitroduced the cultivation of commercial crops like indigo, cotton, and opium.
These crops wete grown primarily for export to European markets, which changed the
nature of Indian agriculture. Farmers were often forced to grow these crops at the expense
of feod*production, leadingto food shortages and famines in several regions.

Example: Theleultivation of indigo in Bengal is a well-known example where farmers were
forced to grow indigo for export, which led to economic distress and rebellion.
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4. Rise of the Zamindari System and Exploitation

Under the Permanent Settlement, zamindars (landlords) were given control over land and
made responsible for collecting taxes. However, this led to the exploitation of peasants, as
the zamindars were often absentee landlords who imposed high taxes, leading to the
suffering of farmers. The introduction of the system worsened the economic condition of
the peasantry and made them vulnerable to debt and poverty.

Example: In Bengal, many peasants lost their land and were pushed into debt because of
the high taxes imposed by zamindars under the Permanent Settlement.
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5. Infrastructure Development

The British focused on building infrastructure iniindia primarily for their own economic
benefit. Railways, roads, and ports wereconstructed to facilitate the movement of goods,
especially raw materials, to the ports for export toBritain. This infrastructure, however, did
little to help the Indian economygas it'was largely designed to serve British colonial
interests.

Example: The developmeéntyof the railway network primarily aimed at facilitating the export
of raw materials like cotton and jute to Britain, rather than improving the economic
situation of Indians.
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2 Analyse the nature of Indian economic growth in the first three Five Year Plans.

India’s economic growth during the first three Five Year Plans (1951-1966) had a mix of
achievements and challenges.



These plans were designed to modernize India’s economy, with an emphasis on
industrialization, infrastructure development, and improving agriculture.
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1. First Five Year Plan (1951-1956)

The First Five Year Plan focused mainly on agricultural developmentiand infrastructure,
aiming to increase food production and establish basic infrastructure for long=térm
economic growth.
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Key Features:

o Agriculture Focus: The plan focused on improving agricultural production through
better irrigation,land reforms, and the use of new techniques. The goal was to
ensure food securityhand raw materials for industries.

e Infrastructure Development: Theplan prioritized building irrigation facilities, power
plants, roads, and railwaysito lay a strong foundation for future growth.

¢ PublicSector. Investment: Limited investment was made in sectors like power,
transport; and cemmunication.
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Growth Analysis:



e Agricultural Growth: There was modest growth in agriculture, especially in regions
where irrigation projects were introduced. However, natural disasters, like floods,
reduced the expected gains.

¢ Industrial Growth: Industrial growth was slow due to a lack of capital, and industrial
infrastructure was not fully developed.

e Overall Growth: The economy grew by 3.6%, slightly above the target of 2.1%, but
poverty remained widespread, and the benefits of growth were uneven.
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2. Second Five Year Plan (1956-1961)
The Second Five Year Plan focused on industrializatien, particularly heavy industries, and

was influenced by the Mahalanobis Model, which emphasized public sector investment in
key sectors.
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Key Features:

e Industrialization)jand Heavy Industries: The plan aimed to establish large-scale
industriesilike steel, machinery, and chemicals. It focused on reducing dependence
on foreign imports and boosting self-reliance in manufacturing.

¢ PublicSector Investments: A major emphasis was placed on the development of the
public sector, with private sector involvement kept to a minimum.

¢ Infrastructure Expansion: The plan also called for increased investments in transport
and energy sectors to support industrial growth.
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Growth Analysis:

¢ Industrial Growth: Significant progress was made in establishing industries, with
new steel plants and other heavy industries coming up, especially in_areas like Bhilai
and Bokaro.

e Agricultural Growth: The industrial focus led to neglect in agriculture, which
continued to stagnate during this plan.

e Overall Growth: The economy grew at 4.27% annually, which was better than the
first plan, but still below the target. The plan faced inflationary,pressares due to high
public spending.
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3. Third FivelYear Plan (1961-1966)

The Third Plan;aimed at achieving self-sufficiency in food production, balancing industrial
and agricultural growth, and addressing defense needs due to external threats.
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Key Features:

o Self-Sufficiency in Agriculture: The focus was on the Green Revolution, which aimed
to increase food production through high-yielding seeds, fertilizers, and modern
farming techniques.



Balanced Growth: The plan sought to balance industrial and agricultural growth,
with a continued focus on food security.

External Crises: The Indo-China war (1962) and the Indo-Pakistan war (1965)
diverted resources toward defense, affecting the economic progress of the plan.
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Growth Analysis:

Agricultural Growth: The Green Revolution broughtiincreasediproductivity in crops
like wheat and rice, especially in northernIndia. However, the benefits were not
widespread across the country.

Industrial Growth: Industrial growth centinuedibut was slower than expected due to
resource diversion for defense,and.the overall slow pace of industrialization.

Overall Growth: The economy grew at2.8%, which was below the target of 5.6%.

External challenges, poor mensoonsyand increased defense spending affected the
economic growth.
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