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5.0 OBJECTIVES 

After reading this unif you should be able to : 
discuss the eamomic and social conditions prevailing in India during the British 
de, 

comment upon tb profile of India's want e m a n y  at the timo of 
Indcpcn&na in terms of population, wak fonx, nrtional income, occupationrrl 
structure, agriculture, industry and foreign tnde, and 
highlight the nature of our colonial legacy. 

5.1 INTRODUCTION 

As a studmt of development administration, you must understand the social and 
economic umditions prevailing in tk country at tk time of Independence. The pace 
and spread of development of an economy over a given period of time depends upon 
tk resource base it atarts with. Any schema of devebpmcnt has to be band on the 
nature of social and bconomic conditions of a country. Witbout understauding these 
conditions one cannot determiqe the seriousness of the problems, their size and 
complexity, their mutual relationship and the approach to their solution. In India, 
where we come across diverse conditions, such type of understanding assumes greater 
importance. The state of the Indian economy and society at Independence also 
provides a point of comparison with the changes and development which have taken . 
place in the post-Independence period. 

Though the state under the British rule played an active role in Indian eamomy, it did 
not contribute towards any structural change and development of the country. The 
questions like, what was the nature of state intervention in colonial India ? Did such 
intervention lead to the welfare of people? What was the socieeconomic p d e  of 
India at the dawn of Independence ? Why did the state undertake the task of active 
participation in the development process etc. ; need praper answers. This unit will try 
to give you an idea about the conditions prevailing in India in 1947. The Government 
of free India inherited most of the elements of the state structyn (laws, bureaucracy, 
policies and schemes) rules and regulations, administrative cuiture etc., from the 
British government. An assessment of tk inherited socieeconomic situation would 
help you in understanding the necessity for the changes in various parts of the 
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Development Stmtegy and 
Planning 5.2 THE SOCIAL AND ECONOMIC CONDITIONS 

OF INDIA DURING THE BRITISH PERIOD 

From the mid-eighteenth century to the mid-twentieth century, the British ruled over 
India. Globally this was a period of tremendous scientific and technological 
advancement. Europe, North America and Japan witnessed a fast and steady social 
and economic growth during this period. They also dominated the world politically 
and economically. But for India, this was the time of severe economic and social 
crisis. 

The coming of Britishers in India proved ruinous for her self-sufficient village 
economy. As an inevitable result of foreign rule, India lost ground in economic, social 
and technological advancement The worst affected were India's village industries, 
handicrafts, agrarian economy and trade. 

The influx of British and non-British machine-made goods at cheaper prices in Indian 
market proved detrimental to the village handloom industry. Import of cheap aniline 
dyes adversely affected the village dyers. The condition of village potters also 
deteriorated due to the presence of metal ware in the market Village tanners and 
carpenters also lost their hold on market. The growth of modern industries in India 
was mainly dominated by the British capital. Though accumulation of sufficient 
savings in the hands of Indian merchant class did give rise to some Indian-owned 
modem industries in India but these were really nominal as compared to the British- 
owned modem industries. The industries that flourished during this period were 
plantation industries such as indigo, tea and coffee, cotton and jute mills and coal 
mines. Engineering and railway workshops, iron and brass foundries grew rapidly 
during this period But there was a practical absence of basic heavy industry 
(metallurgical and machine producing industry) in the country. There was hardly any 
appreciable advance in shipping, aircraft industry, etc. There was a little development 
in the fields of banking and insurance but that too largely under the control of the 
British. One of the striking features of economic development in India in the sphere of 
trade, industry and banking, was the concentration of a big proportion of enterprises 
in a few hands, which led to the establishment of monopolies and trusts. The trusts 
e.g., Tatas, Andrew Yule and Co. etc., in industry, transport and financial fields 
controlled economic enterprises of almost all categories. 

Indian handicrafts were almost ruined during the British rule. Our handicrafts became 
a prey to British goods and exploitative policies of the colonial regime. Heavy duties 
were laid on Indian goods. Artisans were not able to sell their products to Indian and 
foreign merchants. British put an end to the internal trade of Indian handicrafts. 
Destruction of native states which were the greatest customers of our handicrafts and 
also patronised the handicraftsmen came as a severe blow to Indian artisans. Due to 
the wide network of railways, Indian markets were flooded with British and other 
foreign goods. Iron smelting industries were also undermined. As a result of all this, 
many handicraftsmen migrated to cities and took to various kinds of menial jobs. 
Some became wage workers, some diverted to agriculture and became farmers and 
land labourers. 

One of the most alarming and ruinous features of Indian economy under the colonial 
rule was the change in agrarian structure and relations. The introduction of private 
property in land led to the division of family land which proved to be one of the major 
reasons for disintegration of joint family system. The British introduced 
commercialisation and specialisation in agriculture. Agricultural produce began to be 
sold in market and special crops began to be produced for the purposes of sale. The 
new land revenue system eliminated the village as the unit of assessment. The new 
land revenue system, excessive land revenue, low productivity, etc., forced the 
farmers to take recourse to borrowing of money and seeds from money lenders. This 
led to a vicious circle of indebtedness and almost every farmer became a victim of it. 
To meet the heavy taxes on land and basic necessities and debt interests, land usually 
passed on from the cultivator to the money lender who' further let and sublet i t  Thus 
a new class of tenants, sub-tenants and absentee landlords emerged which never had 
any interest in land. This, combined with extreme subdivision of land and small size 
nf l a n A  h n l r t i n n r  affantart t h a  nndnnnlhnral nd. .nt : . r ;hr  sA.ra-al.r 
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The pressure on agriculture increased to a large extent during this period. Due to  ruin India's Socio-economic profile 

of handicrafts and village industries, artisans made farming their livelihood. This led at Independence 

to excessive overburdening of land. Even the pasture land providing fodder and 
livestock was increasingly encroached upon for agriculture. Thus a highly inequitous 
agrarian system enabled its top sections of zamindars and landlords to live off the 
labour and toil of the working peasantry. Moreover fluctuating agricultural output 
dependent on the vagaries of monsoon made the farmers easy victims of the 
exploitative commodity and market operations. 

The British rule was thus a sorry story of the systematic exploitition UL India The 
benefits of British rule, if any, were only incidental. The main motive of the British 
policies and developmental programmes was to serve the interests of their own 
country. Thus, in 1947, when the British transferred powcr to India, we inherited a 
crippled economy. As Jawaharlal Nehru in his book 'Discovery of India' put it, 
"India was under an industrial capitalist regime, but her economy was largely that of 
the pre-capitalist period, minus many of the wealth producing elements of that pre- 
capitalist economy. She became a passive agent of modem industrial capitalism 
suffering all its ills and with hardly any of its advantages." 

Check Your Progress 1 
Note : 1) Use the space given below for your answers. 

2) Check your answers with those given at the end of the unit 

1) Discuss the need for mderstanding the resource base .3f an economy. 

2) In what way did the British rule affect the agrarizn system in India ? 

5.3 A PROFILE OF INDIA'S STAGNANT 
ECONOMY 

In order to produce increasing quantities and services, a society needs a framework of 
government, laws, policies, commcn facilities and institutional. environment which 
foster and rewards work, enterprise and innovation. Such a framework makes people 
the means and ends of development. The British rule was just the opposite of such a 
development conducive system. In this section we will discuss the condition in which 
the Indian economy was in 1947 iii terms of national income, work force, 
occupational structure, condition of agriculture, land, capital, foreign trade, monetary 
and fiscal system, etc. Since 195 1 was the census year, we have a lot of information 
for that year. The first two or three years were spent largely in stabilising economy 
and administration, the situation of 195 1 may well represent the situation on the 
morrow of Independence as no concrete changes were introduced between 1947 and 
1951. 

Populatim and Work Force 
According to 195 1 census, o u r  p(~yulation was about 359 million of which 82.7 pct 
---A -C.L- ---.-I-*:-- l:-.-A :- . . : I 1  . - - "  -rL..- ..Ae- ---..I-*:-- ----*:*-.*-A --I-- 1 7  '7 
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Development Strategy and 51. During this period, birth rate per thousand was 41 and death rate 27. Thus the 
Planning natural rate of growth of population was 1.3 per cent per annum. 

The percentage of population which actively participates in economic activities like 
production, trade, etc. gives the work participation rate. In 195 1, it was 39.18 for the 
population as a whole. For males it was 53.9 and for females it was 23.4. The total 
number of workers engaged in varied activities was 14.32 crores. The work 
participation rate was 46.1 per cent in 190 1. It became less as years went by. It 
means during the last five decades of English rule, the dependency tatio among the 
Indians increased It is an indicator of worsening off of the economic situation. 

Occupational Structure 
An. economy is an interrelated set of activities or occupations by means of which 
people earn their livelihood. Therefore an economic profile of a country must also 
describe the distribution of the population, particularly of the work force in various 
occupations. Generally, the activities are clubbed into broad categories like 
agriculture and allied activities, industry and services. Among these activities, some 
are formally organised whereas others are unorganised, given the basic rural and 
agricultural nature of the economy which witnessed sizeable de-industrialisation under 
the impact of the British rule. As a result of exploitative socieeconomic and foreign 
trade policies followed by the British, 72.3 per cent of our work force was dependent 
on agriculture for its livelihood. Of these lan&holder cultivators were over 50 per cent 
and landless agricultural labourers constituted a little under 20 per cent. In 1901, the 
agricultural workforce was a little over 7 1 per cent and in 1921 it was as high as 76 
per cent The inter-war years did see a little growth in industrial sphere and trade but 
it was not much Thus at the time of Independence, agriculture was supporting 
practically the same proportion of workers as at the beginning of the century. As the 
population increased, the dependency on agriculture increased further. 

Mining, factory establishments and various types of cottage, village and small 
enterprises were the next important users of India's workforce. One-an&a half more 
workers, that is, a little less than 1 1 per cent (10.7 per cent) of total workers were 
engaged in these establishments and enterprises. Even during 1901, the industry 
engaged 12 per cent of our workers. The remaining workforce was engaged in trade, 
transport, professions, govement service and other services. In 195 1, these activities 
engaged over 17 per cent (6.6 were engaged in trade and transport, 9.3 in services 1.0 
and 0.1 per cent in railways and banks) of our workforce. 

This means that there exjsted a very unbalanced distribution of workforce, 
particularly in view of low productivity in agriculture and small size of landholdings. 
It means that the hold of traditional activities at the time of Independence was 
extensive. Relatively small share of industry, particularly in the manufacturing sector, 
shows that we were really deixxlustrialised and whatever industries made their 
appearance in our midst failed to provide a steady source of livelihood to a large 
number. The number of workers in factory establishments was just about 30 lakhs. It 
means high productivity activities could become available to only a very small 
number of people. 

National Income or Flow of Goods and Services 

Total value of current year's production of goods and services, despite its limitations, 
is regarded by many economists as the single most important indicator of economic 
conditions. In a country Eke India with a large agricultural and unorganised activities, 
the national income figures can never give a true picture. However their salience 
cannot be doubted. 

At the then prevailing prices national income of India in 1950-5 1 was estimated to be 
Rs. 8,853 crore, which in terns of 1970-71 price level would be equivalent to 
Rs. 16,798 crom On this basis annual average per capita income at the dawn of 
Independence amounted to Rs. 265. It means on the basis of that year's prices, 
average daily income was less than Rupee One. Comparable per capita incomes in 
U.K, U.S.A, Japan, France and Australia were Rs. 3,598, Rs. 8,840, Rs. 820, 
Rs. 3,280 and Rs. 4,340 respectively. It is clear that in terms of international 
comparisons, India had a very low level of production per person. It was hardly 
sufficient for meeting even the minimum human needs. In view of the large 
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inequalities existing during that period, it is clear that miliions had an income even India's ~ o c i ~ c c o n o m ! ~  Profile 

below the level indicated by the per capita income figure. at Independence 

Given such low and unequal levels of income and an agrarian system incapable of 
providing incentives for savings, investment and improvement of productivity, the rate 
of savings and capital formation were quite low. According to the First Five Year 
Plan, saving available for net investment amounted to Rs. 450 crore only. It mearis 
that the rate of savings was a little more than 5 per cent. 

According to the estimates of the National Income Committee Report, agriculture, 
animal husbandry, forestry and fishing contributed 5 1.3 per cent of our Net 
Domestic Product (NDP). As 70 per cent of our population was dependent on these 
activities, about half our total product was produced by them. Mining and Industry 
produced 16.1 per cent of NDP. Of this, factory establishments produced 5.8 per cent 
and small and village industries 9.6 per cent. Trade, commerce, transport (including 
railways), communications, banking and insurance contributed 17.7 per cent of our 
NDP. The share of housing, construction, public admini~tration and other professions 
and services in our national income was 15.7 per cent. Thus it can be seen that the 
primary sector was the most prominent sector of the Indian economy in terms of 
output. The secondary sector was not so well developed and hence its contribution 
towards the national income was rather small. 

Aericulture 
Since agriculture is the most important sector of economic activities in terms of share 
in occupational structure as well as in NDP, it would be insightful to have a closer 
look at this group of activities. 

In a country with very low level of income, food is the most important item of 
consumption A majority of poor people after attending to their food needs are hardly 
left with any purchasing power to spare for the other necessities of lie. It means 
agriculture has a close bearing on the life of not only the people engaged in 
agricultural operations but others as well. At the time of Independence, tea, jute and 
raw cotton (all falling under the primary sector) accounted for the major part of 
India's export earnings. Even the modem industries like textiles, jute, sugar, edible 
oils, etc. which developed during this period, obtained their basic raw material from 
agriculture. Agriculture's contribution to public exchequer was also quite substantial. 
Thus our economy was basically an agricultural economy. 

In 1950-5 1, the total cultivated area was 324 million acres. Per capita cultivated 
area, had started declining since 1901. In 190 1 it was 3.2 acres. By 195 1, it had 
come down to 2.2 acres only. About 3 5.5 million acres were used for growing more 
than one crop, the rest were single crop areas. Food was grown in 78 per cent of the 
cropped area Plantation and spices accounted for just 1.1 per cent area but it was 
highly lucrative. Over the period 19 17- 1947 multiple cropped area increased by 20 
per cent and irrigated area increased by 10 per cent mainly by means of extension of 
canals. Irrigation was available to 18 per cent of the cultivated area in 195 1. 

By the end of 1949-50, there was a decline in yield per acre from 619 lbs to 565 lbs. 
There was a food shortage in the country during this period necessitating imports. , 
During 1948 to 1950, total food imports amounted to 8.6 million tons. Total food 
production was nearly 50 million tons, of this over 40 per cent was rice (over 20 
million tons) and wheat around 6 million tons. The rest were various coarse grains, 
which in their total far outweighed wheat. dmong non-food crops, cotton, jute, tea, 
'coffee, oil seeds, sugar cane, rubber, tobacco, potatoes and spices were important. 

Per capita food production continually declined after 1900. In 1905-06, it was 200.2 
kgms per year, giving 594 grams of food per day. In 1950-5 1, the annual and daily 
availability was as low as 155.2 kgms and 425 grams respectively. It shows that 
during the colonial rule, economy was marked with hunger and chronic malnutrition. 

According to Agricultural Labour Enquiry Report, 1954, over 22 per cent of rural 
families were landowners, over 27 per cent were tenants, over 30 per cent were 
agricultural workers (of which about 50 per cent were without land) and 22 per cent 
were non-agricultural families. There were many intermediary interests in land and 
the actual tillers' rights in land were limited and insecure. In 1950, agricultural 
labourers and their dependents were 18 per cent of the total population. About 15 per 
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Development Strategy and 
Planning 

cent of the agricultural workers were attached and the rest were casual workers. The 
attached workers were made to work, on an average, 326 days in a year. Wages were 
very low. Among agricultural workers 4.6 per cent were children, 77 per cent of child 
labour was casual and the rest attached. 

Industry 
Some modem industrial enterprises were started in India in mid 19th century. These 
enterprises were managed generally under the managing agency system. At 
Independence the major industries were the textiles, jute, sugar, cement, paper, oil 
crushing and light engineering. Total finished steel production was about 89 lakh tons 
and steel inputs were 13 lakh tons. Per capita yearly steel production amounted to 
just 3 kgs. Other industrial achievements comprised about 4.3 thousand million yards 
of cotton piece goods, over 10 lakh tons of jute products, over 9 lakh tons of sugar, 3 
crore tons of coal, about 15 lakh tons of cement etc. The production of rice, wheat 
and cereals was also very high 

In 1947, there were 14.5 thousand factories in India. Around 22.75 lakh persons 
worked in these establishments. There was a noticeable degree of concentration of 
industries in terms of share capital and fixed assets, indicating the presence of 
monopolistic traits. Twenty industrial houses controlled over 34 per cent of total 
share capital, nearly 38 per cent of net fmed assets and about one-third of gross 
capital stock of the corporate sector. It means that even in the early stage of industrial 
growth, monopolistic trends which are a feature of advanced capitalist economies 
were visible in India. 

Foreign Trade 
In 1947-50, exports, valued at Rs. 509 crore were less than 6 per cent of our 
national income. Imports amounting to Rs. 590 crore, were less than 7 per cent of 
our national income. India had negative trade balance that year, it was Rs. 82 crore. 
Principal exports composed of agricultural products, minerals and other raw 
materials. Other export items were tea, jute, raw cotton, hides and skins, iron and 
other ores, tobacco, spices, lac, gum and oil seeds, etc. Textiles were the major 
manufactured goods that we exported. Our imports consisted of manufactured goods 
like machinery, metals, chemicals and dyes, foodgrains equipment and machinery, etc. 
United Kingdom, the USA, Pakistan, Egypt and Australia were the main sources 
from which our imports originated. These countries plus Burma and Canada were the 
main buyers of our exports. Overall balance of payments deficit for that year was in 
the range of Rs. 150-200 crore. 

Other Aspects 

Education 
The literacy rate in India in 195 1 was very low. The overall literacy rate was 16.7 
per cent, 24.9 per cent of the male and 7.9 per cent of the female population was 
classed as literate. Among agriculturists, literacy rate was only 12 per cent Females 
engaged in agricultural activities had a literacy rate of 4.5 per cent. Total number of 
graduates was just 11.74 lakhs. Enrolment facilities were available to only 40 per 
cent of those in the age group of 6 to 11, to 10 per cent of those in 11 to 17 years 
and to 0.9 per cent of those in the age group of 17 to 23 years. In 1948 49, the total 
number of educational institutions from nurseries to universities was 1.82 lakhs only. 

Health 
There were only 5.56 thousand hospitals with about 8.5 lakh hospital beds. Epidemic 
diseases accounted for 5.1 per cent of total mortality. Hundred million people were 
estimated to have suffered from malaria and 2.5 million were active cases of 
Tuberculosis. Tuberculosis caused half a million deaths annually. Life expectancy 
rate was little over 32 years. 

Taxes 
National income comprised 7 per cent taxes. Of this, 17 per cent came from 
import duties, 28 per cent from direct tax= and 8 per cent from land revenue. Total 
national debt in 1946-47 was Rs. 2,285 crore. In 1947, the external debt of India 
stood at Rs. 36.52 crore. 
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Scheduled CastesIScheduled Tribes 
There were nearly 5 crore persons who belonged to 779 scheduled castes and 245 
scheduled tribes. In terms of access to productive resources, land, infrastructural 
facilities, employment opportunities, social services and modem technolo& these 
groups were in a specially disadvantaged position This was in addition to the social 
discrimination to which these people were subjected. 

Thus in terms of social and economic infrastructure, financial development and 
availability of social services, the situation of Iridia was indicative of gross 
inadequacy. This shows how some of the basic conditions of decent living 
and development were denied to us. 

5.4 COLONIAL LEGACY OF 
UNDERDEVELOPMENT 

Our social and economic profile at Independence paints a rather grim picture of the 
country. India, an ancient land of great diversity and potential became subject to a 
ruthless and exploitative regime. The British succeeded in extracting manifold support 
from India in terms of secured markets, cheap raw materials, savings, employment 
opportunities for the Englishmen, men and material for war and cheap labour for 
further expansion of British empire. To make things worse, the crucial state support 
needed for acceleration of the processes of development was totally denied. 

The profile discussed in this unit shows that at Independence, an overwhelmingly 
large majority of Indians were living in abject poverty. They did not possess any 
productive skills, modem scientific knowledge, instruments and objects of labour and 
opportunities for participation in productive activities. The ignorance, disease, 
illiteracy and ill-health of millions of Indians living under the shadow of a system of 
colonial capitalism imposed on a system of decadent feudalism describes the nature of 
our underdeveloped economy. There were groups in India like the princes, kings, 
zamindars, big landlords, industrialists, financiers, big merchants, highly qualified 
professionals and top echelons of bureaucrats, who being collaborators and underlings 
of the colonial rulers, commanded a lot of property, wealth, high incomes and all the 
luxuries of life. But the majority of population was denied even the of basic 
needs. Education, health, civic amenities for common people were neglected 
altogether. Transport, railways, communication system was developed to serve the 
British interests. In fact these were half- hearted efforts which had adverse effects on 
Indian economy. Lack of a well-balanced and evenly dispersed infrastmctural 
facilities of roads, railways, power, technical and skilled man power exercised 
negative influence on the growth of industries. 

Huge surplus was extracted from the development of railways, plantations, industries, 
banking, etc. and this formed a major part of the British capital. India was forced to 
contribute to British wars within India and abroad right up to the Second World War. 
To the exploitative nature of British rule were added the atrocit;*s of native rulers, 
zamindars and feudal lords. 

India was actually deindustrialised during the British period as the rate at which pre- 
modem indigenous industries were mined was much higher than the rate at which 
modem industries were established. Moreover British government did not grant any 
great degree of protection to Indian industries till 1924. Insufficient cadre of 
technicians available in the country was also one of the reasons for lopsided industrial 
growth. The min of India's well-integrated industries which had a high name for 
quality and sophistication could not be compensated by some limited progress of 
modern light consumer industries based on imported technology and equipment 
located in some large cities. 

The agrarian system neither provided incentives nor the means to actual cultivators to 
go in for methods of improving productivity. The destruction of urban handicrafts 
without parallel growth of substitute modem industries led to disequilibrium of 
industry and agriculture in India 

Greater mobility was introduced within the caste system in India due to various 
changes brought about by the British in the economic sphere. The high castes such as 

India's Socio-economic Profile 
at Independence 
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Development Strategy and the Brahmins, Vaishayas and Kayasthas were at an advantage, as these were literate 
Plannlng classes and could exploit new opportunities in a more profitable manner. Members of 

privileged castes became clerks, school masters, lawyers and doctors, etc. The new 
intelligentsia mainly came from these castes. The building of roads, introduction of 
railways, postage, telegraph, printing, etc., helped to organise the castes to a 
considerable extent The civil and penal codes and the new principle of justice 
introduced by the British viz. all men are equal before the law, affected the caste 
panchayats adversely. Their power was considerably curtailed but they continued to 
exist. The use of law courts did not put an end to the caste panchayats. Both the 
systems of justice were made use of. Though the traditional hierarchy of caste system 
was upset by the British, it did not become weak. This was due to the fact that the 
newly rich castes did not demand the abolition of caste system but only higher status 
for themselves. 

With new social relations in production, distniution and exchange, appeared new 
institutions. The colonial period witnessed the emergence of new social classes viz. 
absentee landlords, tenants, peasant proprietors, agricultural labourers, merchants, 
money lenders, wage workers, capitalists and petty traders. Professional classes of 
teachers, doctors, lawyers, journalists, managers, clerks, etc. also came up during this 
period. 

India's foreign trade was made subservient to British interests. We were turned into 
exporters of raw materials and agricultural produce and importers of manufactured 
goods. Indian trade was used to generate export surplus which was used by the British 
to finance Britain's own external deficit. Through various devices such as funding of 
military and administrative expenses of the British, India's wealth was drained away 
to Britain in large quantities. 

Thus in addition to the sins of omission, that is, nowintroduction of steps for 
development, sins of commission, that is, introduction of steps that hampered and 
held back development in the country were also committed by the British. The result 
was a stagnant and crippled social and economic state of affairs, where the growth 
of domestic production barely kept pace with the growth of population and the per 
capita income remained very low. 

Check Your Progress 2 
Note : 1) Use the space given below for your answers. 

2) Check your answers with those given at the end of the unit. 

1) What was the occupational structure of India at Independence ? 

2) Comment upon the profile of agriculture and indusrq in India in 1947. 

........................................................................ 

........................................................................ 

........................................................................ 

........................................................................ 

........................................................................ 

3) Discuss the nature of colonial legacy of underdevelopment and its impact on 
various sectors of Indian economy. 
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........................................................................ India'a Socio-economic Proflle 
at Independence ......................................................................... 

I 

5.5 LET US SUM UP 

The profile of Indian economy at the morrow of Independence presents a picture of 
ravages caused by colonial exploitation. The post-colonial India was thus 
underdeveloped and their structure of socieeconomic relations lacked the dynamism 
and capacity to provide growth and social justice. This unit gave us an idea about the 
social and economic conditions prevailing in the country at Independence and the 
nature of our colonial legacy. With this resource base, our planners initiated the task 
of development and adopted various strategies to achieve the developmental pals. 
The next units of this block will deal with these aspects. 

5.6 KEY WORDS 

Absentee Landlords : In those cases where the land legally (as per land records) 
stands in the name of a person who does not actually till the land. Usually the 
people entrust the farming to some other people who actually till the land but get only 
wages. All the profits go to the absentee landlords. 

Direct Tax : Tax which is paid by the -person on whom it is levied 

Gross Capital Stock : The accumulated stock of past purchases of capital goods 
before the deduction of depreciation. 
Gross Domestic Product : It is the value of total goods and services produced in the 
economy during a particular period of time (normally one year). 

Land Revenue Syattm during the British Rule : Till the village ownership of land 
existed, the village was the unit of assessment With the introduction of new land 
revenue system during the British rule, the village ceased to be a unit of assessment 
British introduced a system of individual land assessment and revenue payment 
instead of fixation of revenue at a specified portion of the annual produce, a system of 
fixed money payment came up. Due to this, the villagers had to pay a fixed sum as 
revenue in cash irrespective of the produce. 

Managing Agency System : By this system a relatively small number of managing 
agency f m s  promote, control and finance the various industrial enterprises and 
companies, govern their operations and output and market their products. A large 
share of the profit passes to these agencies. 

Net Domestic Product: The gross domestic product less capital consumption. 

Net Fixed Assets : Durable instruments of production such as factories, machinery 
etc. by which commodities are produced. This is worked out after deducting the 
depreciated value of the fixed assets. 

Primary Sector : Agriculture, animal husbandry, forestry, fisheries are collectively 
known as the primary sector. These activities are primary because they are the f ist  
and oldest occupations of people. Further they produce goods which are essential for 
human existence. Role of nature is important to these occupations. 

Secondary Sector : Manufacture, in small and large workshops factories etc. is called 
the secondary sector. Such occupations come after the primary occupations for 
example production of raw cotton is a primary activity but conversion of cotton into 
cloth is manufacturing and thereby a secondary activity. 

Share Capital : The,amount of money subscribed by the shareholders, at par, to a 
company. It represents an amount owned by the company. 

Balance of Payments : The balance of payments is a kind of income statement that 
records all transactions between individuals, firms and governmental units of one . . . . . .  - 
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Development Strategy and 
Planning 

Participation Rate : It &notes the proportion of population (usually in percentage) 
who belong to the generally accepted working age group (say 16 to 60 years). They 
constitute the labour force of the economy. Those members of the labour force who 
actually succeed in finding productive work constitute the workforce of the country. 
The participation rate denotes that part of workforce that contributes economically to 
the country. 
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5.8 ANSWERS TO CHECK YOUR PROGRESS 
EXERCISES 

Check Your Progress 1 
1) Your answer should include the following points : 

to base the scheme of development on the nature of social and economic 
conditions of the country 
to determine the seriousness, size and complexity of the problems 
to provide a comparison with the changes that take place in different time 
period 
to understand the need for a particular strategy, the resources available for its 
implementation have to be ascertained 

2) Your answer should include the following points : 
introduction of private property in land 
subdivision of land and small size of landholdings 
commercialisation and specialisation of agriculture 
excessive land revenue 
exploitation of cultivators at the hands of zamindars and money lenders 
emergence of class of tenants and absentee landlords. 

Check Your Progress 2 
1) Your answer should include the following points : 

72.3 per cent of workforce was dependent on agriculture 
mining, factory establishments and various types of cottage, village and small 
enterprises were also important users of workforce 
over 17 per cent of workforce was engaged in trade, transport, professions, 
government and other services. 

ur answer should include the following points : 
primary sector was the predominant sector of India at Independence and 
accounted for maor part of India's export earnings 
modem industries obtained their basic raw material from agriculture 
total food production was nearly 50 million tons 
per capita food production declined continuously after 1900 
there were many intermediary interests in land and the actual tiller's rights in 
land were limited and insecure 
wages were very low and most of the agricultural workers were casual 
industries were managed under the managing agency system 
major industries were textiles, jute, sugar, cement, paper, oil crushing and .. . . . 
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there were 14.5 thousand factories in India India's SOCIO-economic Profile 

there was a noticeable degree of concentration of industries in terms of share at Independence 

capital and fixed assets. 
3) Your answer should include the following points : 

huge surplus was extrscted from the development of railways, plantations, 
I banking etc. and this formed a major part of British capital. 

Indian economy was marked by abject poverty, people did not possess any 
productive skills and scientific knowledge 
a very large section of population did not enjoy even the basic amenities of 
life 
transport and communication systems were developed to serve British 
interests 
there was lopsided growth of industries. British government did not provide 
protection to Indian industries till 1924 
there was disequilibrium of industry and agriculture in India 

I the higher castes were at an advantage, the new intelligentsia mainly came 
from these castes 

1 
4 e the colonial period witnessed the emergence of new social classes 

Indian foreign trade was made subservient to British interests. 
i 
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