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Abstract: The economic policies followed by the British rule led to the rapid transformation of India’s 

economy into a colonial economy whose nature and structure were determined by the needs of the economy 

of Britain. The economic policies pursued by the colonial government in India were concerned more with the 

protection and promotion of the economic interests of Britain rather than with the development of the Indian 

economy. Such policies brought about a fundamental change in the structure of the Indian economy and 

transformed India into mere supplier of raw materials and consumer of finished industrial products from 

Britain. With the consolidation and extension of British rule in India, agricultural India was to be an economic 

colony of industrial Britain. Henceforth, the government of India followed a policy of free trade As a result, 

the Indian handicrafts were exposed to the fierce and unequal competition of the machine-made products of 

Britain and faced extinction. The free trade imposed on India was however one-sided. Indian goods were 

subjected to heavy import duties on entry into Britain. As a result, Indian exports to Britain fall rapidly. 

Instead of exporting manufactures, India was now forced to export raw materials which Britain industries 

needed urgently or plantation products like indigo or food grains which were in short supply in Britain.  

Keywords: Cottage Industries, East India Company, Imperialism, Indigo, Nawabs 

Objectives of the Study: This study shows that how the British in colonial rule ruined the self-sustained 

industrial sector of India. The paper logically interprets that apart from political hegemony, the British rule 

captured the economic resources of India for the development and betterment of England, in direct manner.  

Methodology: An elaborative research methodology was drawn to investigate and interpret the ruination 

Indian industrial sector in British period. The researcher has relied both on primary sources as well as 

secondary sources for collection of data. Primary data has been gathered from archival records; whereas 

secondary data is based on analysis and discussions. 

 

I. Introduction 

The British regime had a pronounced and profound economic impact on India. The economic policies followed 

by the British led to the rapid transformation of India’s economy into a colonial economy whose nature and 

structure was determined by the needs of the British economy (Dutt, 1906; Guha, 1992). In this reference, the 

British conquest of India directly differed from all previous foreign conquests. The previous conquerors had 

overthrown Indian political powers but had made no basic changes in the county’s socio-economic structure; they 

had gradually become a part of Indian life, political as well as socio-economic. The peasants, the artisan and the 

trader had continued to lead the same type of existence as before. Hence, the change of rulers had merely meant 

change in the personnel of administrative mechanism (Nanda, 2003). However, the British conquerors were 

entirely different. They totally disrupted the traditional socio-economic structure of the Indian villages. With the 

advent of British rule in India, the political and economic scenario underwent far-reaching changes. In order to 

administer the country effectively, the colonial government did not make any substantial changes in the village 

infrastructure, but promoted the class of non-cultivating intermediaries. Up-to an extent, the British inherited the 

institutional form of the agrarian system from the Mughals (Chang, 2007; Fuller, 1922). What they done actually, 

was the superimposition of a new system over the existing pattern in tune with British customs, laws and interest.1  

The British fundamentally altered the nature of property and land rights throughout the country. Previously, the 

rights of land ownership were not proprietary but overlapping. At that time, land was generally owned by people 

belonging to high castes, while the low castes held varying rights of occupancy and rights in sharing of crops, as 

defined by traditional customs.  From the beginning of 17th century to 1757, the East India Company’s role in 

                                                           
1 Under the British control, the introduction of sole proprietary ownership rights considerably altered the rights of 

property, as the British judiciary no longer formally recognized many of the traditional customs and rights.  
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India was that of a trading corporation. It brought goods or precious metals into India and exchanged them for 

Indian goods like textiles and spices which it sold abroad. Its profits came primarily from the sale of India goods 

abroad. This led to the opening of new markets for Indian goods in Britain and other countries. This in turn 

increased the export of Indian manufactures and thus encouraged their production.2 But this glory of the Indian 

industry was completely vanished after the establishment of British rule in India. By the middle of the 19th century 

the Indian handicrafts met with their complete destruction. The European traders who had earlier given an 

immense fillip to the Indian industry and trade by providing it with new markets proved to be responsible for its 

decay as well. The splendid period of indigenous handicraft industries came to an end as the political influence of 

the East India Company spread over various parts of the country (Naoroji, 1901; Keay, 1993). Being principally 

interested in the industrial development of England, the East India Company’s avowed policy was not in the 

favour of Indian industry. The ruinous effect of this policy was very soon reflected in the foreign trade of the 

county.3 R. C. Dutt mentions that, “India in the eighteenth century was a great manufacturing as well as a great 

agricultural country, and the products of the Indian loom supplied the markets of Asia and Europe. But, this 

situation was completely changed by the British rule. Their fixed policy, pursued during the last decades of the 

eighteenth century and the first decades of the nineteenth, was to make India subservient to the industries of Great 

Britain, and to make the Indian people grow raw produce only, in order to supply material for the looms and 

manufactories of Great Britain.” The British Industrial policy in the 19th century ruined the Indian handicrafts. 

Their self-motivated interests destroyed the handicrafts and the cottage Industries of India which were the primary 

sources of its foreign trade and wealth. This was particularly true for the cotton textile industry which served as 

the main vehicle of the Industrial Revolution in Britain. To quote Karl Marx, “It was the British intruder who 

broke up the Indian handloom and destroyed the spinning wheel. England began with driving the Indian cottons 

from the European market; it then introduced twist into Hindustan, and in the end inundated the very mother 

country of cotton with cottons.” Britain had already evolved the colonial pattern of trade which helped the 

Industrial Revolution and which in turn strengthened this pattern; the colonies exported agricultural and mineral 

raw materials to Britain while the latter sold them the manufactured goods (Bardhan, 1984; Srinivas, 1955).  

Consequently, there was a sudden and quick collapse of the urban handicrafts industry. Indian goods made with 

primitive techniques could not compete with industrial goods made in England. Moreover, the railways enabled 

British manufacturers to reach and uproot the traditional industries in the remotest villages of the country. The 

cotton-weaving and spinning were the worst hit. Silk and woollen textiles fared no better. A similar fate overtook 

the iron, pottery, glass, paper, metals, guns, tanning and dyeing industries. It began from Bengal after 1757. Bengal 

was famous for indigenous cotton textiles and silk textiles. The servants of the company after assuming political 

influence in Bengal exploited the craftsmen in Bengal mercilessly. They gave them raw products on high prices 

and asked them to manufacture a fixed quantity and quality of goods and paid them arbitrarily so that handicraft 

profession no more remained profitable. Consequently, thousands of craftsmen left their ancestral profession. In 

1813, East India Company’s monopoly of trade with India was abolished.4 All trading companies of Europe 

therefore were left free to trade with India.  

The British also pursued the policy of protective tariffs in Britain as well as in India much against the trading 

interests of India (Kumar, 1982; Alavi, 1972). While in Britain, heavy duties were charged on Indian goods, 

however, at the same time the English goods entering India were charged only nominal duties. The trade 

discrimination went on increasing till the Indians failed in competing with the machine-made goods of England. 

When Industrial Revolution took place in England, Britain needed raw materials from India and a wide market 

for its machine-made goods.  The Industrial Revolution in British completely transformed Britain’s economy and 

its economic relations with India. During the second half of the 18th century and the first few decades of the 19th 

century, Britain underwent profound social and economic transformation and British industry developed and 

expanded rapidly. In 1769, the British industrialists compelled the company by law to export raw-material every 

year British manufactures amounting to over £ 380,000 even though it suffered a loss on the transaction. In 1793, 

they forced the company to grant t hem the use of 3,000 tons of its shipping every year to carry their goods. Thus, 

the policies of the government, on the one hand, handicapped Indian trade and thereby its manufactures; on the 

other hand provided a vast market for the manufactured goods of Britain. It is quite mention-worthy that the 

                                                           
2 During Mughal rule, India was considered to be the chief workshop of the world. She was the main supplier of 

textile fabric and other industrial goods. Indian handicrafts produced excellent quality of textile products and 

as per estimates nearly two hundred varieties of cotton and silk fabrics were exported from India. 
3 With the decline of the manufacture of silk and cotton goods the people who had exported these goods to the 

markets of Europe and Asia in the previous centuries began to import them in increasing quantities. 
4 The abolition of East India Company’s monopoly of Indian trade by the Character of 1813 led to the onrush of 

private European enterprise into India, which immensely affected the course of India’s industrial development. 

New entrepreneurs entered with greater aggressiveness than the East Indian Company. This new class of 

merchants, unlike their predecessors, did not come to India to buy goods produced here but came to secure a 

market for the goods manufactured in the factories of England. 
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construction of the railways in India further helped this process. The British goods reached even the rural markets 

of India. 

The Industrial Revolution in Britain led to the rise f a powerful class of manufacturers. This had directly affected 

the Indian administration and policies (Malleson, 1883). As this class grew in strength and political influence it 

began to attack the trade monopoly of the Company. Since the profits of this class came from trading, it wanted 

to encourage exports of its own products to India as well as imports of raw materials from India. Not satisfied 

with this, the British manufacturers launched a campaign against the Company’s commercial privileges and 

succeeded in abolishing its monopoly of Indian trade in 1813. Therefore, in 1833, Indian government virtually 

accepted the policy of free trade with a view to provided cheap raw materials to Britain and cheap manufactured 

goods in the Indian market. 

Now we will discuss about de-industrialization in India and will try to note the intensity of poverty and ruination 

of industries in India. Three different sets of views have emerged debating the process of de-industrialization 

following the evidence suggested by western scholars, early economists and modern researchers. One school of 

thought represented by Daniel Thorner tends to argue that de-industrialization might have appeared in the early 

19th century but the evidence of industrialization was clearly visible in the last decade of the 19th century and the 

early 20th century (Johannes, 1996; Chandra, 1979). Secondly, to the U.S. scholar Morris D. Morris the stage of 

de-industrialization in India was highly difficult to find out. Well known economists of early national movement, 

however, had no doubt about de-industrialization and they have view that self-motivated interests of British rule 

proved havoc for industries of India. In support of their assertion, nationalists like R. C. Dutt, M. M. Malabya 

relied on external trade statistics which indicated a rapid growth of imports of broadcloth in conjunction with a 

decline in textiles import. The value of imports showed a remarkable uptrend during 1860 and 1900 when it rose 

from 9.6 million pounds to 270 million pounds (Bagchi, 2000). Fall in exports is tantamount to loss of foreign 

market of indigenous products while rise in imports means destruction of home made goods in the home market. 

However, this trade data do not clearly explain de-industrialization since this data do not give any definite inkling 

about the decline in productions.  Firstly, we will discuss the western view-point of de-industrialization. The U. 

S. scholar Morris D. Morris opined that de-industrialization was a myth since it did not take place even in the 

early 19th century. Morris argued that nationalists index of de-industrialization (external trade data) could not 

stand as a fair index. Unfortunately, his arguments are more conjectural and dubious. Village handicraft industries 

survived mainly as an only occupation left to the artisans. Above all, artisans were forced to put themselves into 

the clutches of moneylenders. In colonial economy, this merchant capital or the question of exploitation played a 

dominant role in the survival of these industries. In terms of output and employment, handloom and a variety of 

traditional industries suffered a catastrophic decline. The purpose of Daniel Thorner’s study was to evaluate the 

notion of de-industrialization in India under British Rule during the last phase of the 19th century (Thorner, 1980). 

His presentation of the issue is a threefold proposition to the effect that decline of handicrafts continued into the 

20th century and it was not compensated by a sufficient rise of modern industry. In consequence the Indian 

economy became more and more agricultural. To test this hypothesis, Thorner depended on the information 

available in the census report from 1881 to 1931. As an index he considered Manufacturing Work Force (MWF) 

and reached the conclusion that the census data for males do not support the case either for absolute de-

industrialization or even for relative de-industrialization. He suggested that if indeed a major shift from industry 

to agriculture ever occurred during the British Rule in India, it might have happened sometime between 1815 and 

1880.  If the view of Morris D. Morris, W. H. Moreland, or European travelers or British factory records is 

accepted that India was underdeveloped when the British gradually conquered it, then the implication is that the 

British conquest of India was beneficial for the economy, society and polity of this country. The western writers 

view the British colonial rule as a rule of advanced society over an underdeveloped one. In this process, the 

underdeveloped society like India achieved benefits from the British rule and they are enumerated by the western 

scholars as, “The British provided political unity and stability to India. The British developed a system of roads 

and rail transport which had a positive impact on the economic development of India. The British developed 

irrigation and other public works which facilitated the growth of agriculture, commerce and manufacturing 

activities in India.” To sum up, the Western writers have made two points regarding the impact of British rule 

over India. First, on the eve of colonial expansion, the British found a highly underdeveloped India with low 

productivity in agriculture, very low per capita income and absence of any developed technology or tools for 

manufacturing. Second, the benevolent policies of the British helped in the establishment of political unity, a 

system of governance and it laid the foundations of economic development in India. Now we will come to the 

nationalists view-point of de-industrialization. The nationalists argued that British rule led to the de-

industrialization of India. India was an exporter of cotton manufacture and this was how the Company started its 

trade but gradually India became an importer of cotton manufactured goods and thus Indian artisans, craftsmen 

and important trading centers collapsed and whatever manufacturing activity existed was destroyed under the 

impact of imports of cotton manufactured products exclusively from Britain. 
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II. The Ruination of Indian Cottage Industries 

Under the regime of East India Company and later on of Crown in India, the colonial rule left behind several 

everlasting imprint in the socio-economic, political and cultural life of Indians. Due to the process of 

colonialization, agriculture, trade, and industry of India were ruined badly and India became a poor country as at 

had never been.5 Similarly, the ruin of rural artisan and cottage industries proceeded more rapidly once the 

railways were built in the hinterlands of India. Throughout the historical ages, Indian village remained a unique 

and remarkable socio-economic organization. From time immoral it has assumed a stable character of its own, 

with its peculiar but distinct characteristics. Until the introduction of the British rule, the village remained the 

basis of the rural society and economy (Desai, 1948). Interrelating with economic sense, the village has been 

termed the village community of its own sources and resources. During the period from 1800 to 1850 there was 

in force an elaborate network of mercantilist provisions designed to aid British textiles and also penalising Indian 

textiles in British markets, in foreign markets, and even in Indian markets. These provisions included high import 

duties ranging from 40 to 60 per cent on textile goods coming into Britain from India, which effectively shut the 

British markets to Indian manufactures. Even within India, British goods were levied only a small import duty of 

3.5% while local manufacturers and traders in Indian textiles has to pay inland transit duties ranging from 6 to 

11% (Amin, 1990). The British traders were exempted from payment of this duty. Not only was the cotton textile 

industry given a death-blow by English rulers, every other industry fall a prey to their ruinous policies. By 1895, 

the decline of the Indian industry had reached such a stage that Indian industry was already a mere tradition a 

memory of the past. It is ironical that the British rule weakened the organisation of guilds which supervised the 

quality of products and workmanship.  

The British government prohibited the export of tools, machinery, etc. as also the migration of trained workmen 

employed in printing calicos, cottons, muslins and linens from whom Indian could receive apprenticeship in large-

scale production (Stein, 1989; Frankel, 1978). Evaluating the prosperous economic past of India, M. Davis 

concludes, “If the history of British rule in India were to be condensed to a single fact, it is this: there was no 

increase in India’s per-capita income from 1757 to 1947.” In fact, incomes may have declined by 50 percent in 

the last half of the 19th century. Right from the foundation of British rule in India, the doctrine of free trade was 

implemented, however, it remained one-sided throughout their rule.  The British Government showed a marked 

antipathy and neglect towards Indian industries. It resulted in the demise of India’s world fame cottage and small 

scale industries as these could not stand in the competition of British industries (Kenneth, 1985). Tierney had 

explained Britain’s economic policy vis-a-vis India in the following words, “The general principle of our 

economic policy should be, to sell in Indian markets the goods manufactured in England and in return, to buy raw 

material from India.” While the doors of India were thrown wide open to foreign goods, at the same time Indian 

products which could still complete with British products were subjected to heavy import duties on entry into 

Britain (Bowen, 2002).  

The British had not taken Indian goods on fair and equal terms even at this stage when their industries had achieved 

technological superiority over Indian handicrafts. Duties in Britain on several categories on Indian goods 

continued to be high till their export to Britain virtually ceased. For example, Indian sugar had to pay on entry 

into Britain a duty that was over three times its cost process. In some cases duties in England went up as high as 

400 per cent (Datta, 1964; Bardhan, 1984). As a result of such prohibitive import duties and development of 

machine industries, Indian exports to foreign countries fall rapidly.  The decline of the native handicraft industries 

created not only gigantic unemployment in India but also a new demand of foreign goods emerged in the Indian 

consumer market. With the virtual elimination of demand for the indigenous industry following the disappearance 

of noble courts, there appeared a new source of demand from the European officials and tourists and from the 

Indian baboos and sahibs (Ray, 2011). The consumption habits of the newly educated Indians, a product of 

English education, also gave a crippling blow to handicraft industries. This newly created Indian bourgeoisie class 

not only disdained the products of indigenous industries but also tried to copy everything European which was 

considered to be the hallmark of enlightenment. This demand was profitably met by the increasing imports of 

cheap manufactured goods from Britain. The British policies caused imbalance in the occupational structure 

leading to rural unemployment and under-employment. Empirical studies show that in 1881, the number of 

workers engaged in agricultural activities stood at 71.7 million which swelled to 100.2 million by the end of 1931, 

as against this, people engaged in industrial activities declined from 21.1 million to 12.9 million between 1881 

and 1931. Amiya Bagchi used employment statistics of the period 1809 to 1901 as evidence of de-industrialization 

when the proportion of cotton spinning and weaving population to total industrial population declined from 62.3 

per cent 0 to 15.1 per cent. People released from industry of various kinds found agriculture as the only alternative 

                                                           
5 From 17th century onwards, the East India Company enjoyed the status of vital trader partner of India. In the 

initial phase, the balance of trade was in favour of India, but with political subjection of the country the 

company started functioning according to the doctrine of colonialism. 
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means of livelihood. Consequently, agricultural sector became overburdened with surplus population 

consequently a new proletariat class of landless labourers emerged in the countryside (Chakravarty, 1987; Patel, 

1952).   

 

III. Conclusion 

During the British rule, much emphasis was laid on improving the quality of agricultural products and encouraging 

the exports of Indian raw materials which were essential for the progress of the industries in England like raw 

cotton, raw silk, oilseeds, hides, jute, dye-stuffs, etc. The principal drive of the colonial government behind this 

policy of systematically de-industrializing India was double folded. The intention was, firstly, to lessen India to 

the status of a mere exporter of industrial raw materials for the growing industries in Britain and, secondly, to turn 

India into a sprawling market for the manufactured industrial products of Britain. As such the colonial rule ensured 

the maximum advantage of their home country. The rapid development of railway and roads, development of 

steamer service and the opening of the Suez Canal enabled the English manufacturers to reach the interior parts 

of India. As a result, Indian industries faced severe competition. The skill of mass production of industrial goods 

helped Britain to flood the Indian markets. The railways facilitated the reach of these goods to remotest parts in 

India and the procurement of raw materials from these parts. The disappearance of the courts of Nawabs and 

regional rajas that extended patronage to Indian artisan class was another important factor for the destruction of 

the handicraft industries of India. 
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