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Abstract

This work aims to investigate a specific period of British imperialism in India.
This study also examines how Britain changed its strategy during its presence in India.
The main argument of this study is that some historical events had a great impact in
changing the British policy in India. At first, that policy was commercial under what
was called mercantilism. This period was characterized by the domination of the East
India Company in the region. This company monopolized the trade of the region. In
addition, the company used its military power to annex territories and to rule people.
Then due to the mutiny, this policy became ineffective there. So Britain changed its
policy into imperialism. That latter was characterized by the direct rule of government
to the Indian people. This dissertation focuses on the shift from mercantilism to
imperialism. The shift was a result of the policy that the company followed to annex
territories and to assimulate the Indians to the British.
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General Introduction

1. Background

The British presence in India had developed throughout history. It was
characterized by two phases. The first phase was called mercantilism. This phase started
during the seventeenth century. It was an economic dealing between East India
Company and India. This company monopolized the trade of the region. However, the
second phase started after the Indian Mutiny of 1857. Due to this rebellion, the
company dissolved and the British Crown announced the direct control over India.

After the dissolve of the company the imperial phase began. “Imperialism is a
policy of acquiring power over other countries ...by political and economical
exploitation” (Johnes 844). From 1815 until the Second World War, Britain was the
largest empire in the world. It contained 400 million people and covered about quarter
of the world’s land surface. Great Britain implemented imperialism in many countries
in order to protect its own interests. One of them, India, was the most important
possession of the British Empire during the 19" century. With a population of 300
million, India was also the largest export market. Moreover, India had a special
attention not only for exporting British products but it was also considered as a symbol
of British power overseas after the loss of America. By its presence in India, Britain
experimented two different phases. The first was represented by the work of East India
Company that monopolized all the trade of East Asia. The second phase was the direct
interference of the British government in the region after the dissolve of the company
(Levine 61; Pearce 2).

British presence in India began as a private enterprise mission that was chartered
by the English Crown. The opportunity afforded by the breakup of the Mogul Empire in

the 18" century and the increasing rivalry with France, led enterprises such as the East
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India Company (EIC) to dominate trading and military power in the region. British
imperialism in India was not a planned process; it was a by-product of attempts to find
markets to develop its trade. Thus, the company monopolized trade in the region by
exporting British products and importing Indian raw materials to manufacture them in
its factories. To secure its interests, the EIC paid taxation to the British government for
the troops’ recruitment. The British Crown therefore had the right to take EIC’s
property after its collapse. Hence, after the Indian Mutiny (1857-1858) against the
British officers, the Crown dissolved the company and assumed all its properties. In
1876, Queen Victoria was proclaimed Empress of India. Officially, India became part

of the British Empire. (Levine 61; John and Lurbel3; Pearce 193).

2. Research Problem

The research aims at shedding light on the phases that Britain got through in its
presence in India. That presence began with commercial benefits by monopolizing the
region’s trade by EIC, and ended with imperial expansions. On that latter the British
government became the responsible and the controller over the Indian lands, resources,
and people. In addition, this study focuses on the main elements and events that led
British presence in India to shift toward imperial expansion after it was only limited to
commercial interest. It also intends to investigate an important question: how did the
British presence in India shift from commercial interest to imperial expansion?

3. Limitation of the Study

In this work, we deal with the major historical events that led British presence in
India to shift from commercial interest towards imperial expansion. This study relies on
facts and events that occurred from the beginning of the British involvement in India in
1600, until the proclamation of Queen Victoria as the Empress of India in 1876. Those

events are mainly characterized by the appearance of EIC which had a great influence
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on British history in the region. It is also worthy to mention the role of the Indian
Mutiny that led the British government to transfer the political power of the company to
the Crown.

4. Aim of the Study

The purpose of this study is to understand the real purposes behind the British
imperialism in India. In addition, this dissertation focuses on the events that led to the
shift to imperialism. Britain by its presence in India experimented two phases, the first
one is called mercantilism which is an economic theory and system that actively
supported the establishment of colonies that would supply materials and markets to
Britain. The second phase is known as imperialism. It was a result of the first phase, and
it began when the British government interfered directly by using military forces after
the Indian Mutiny of 1857. It aimed at protecting its commercial interests there. This
research also aims at examining the different elements that enforced Britain to shift from
mercantilism theory to imperialism.

5. Significance of the Study

A focus on that specific period of history is important in helping history students
to get an idea about how the British Empire was made to become the greatest one in the
world. Moreover, the study of British imperialism is worthy for them to understand the
British methods in gaining wealth. From another hand, by going beyond the
circumstances and the events that happened during the imperial period, it will be easy to

understand the causes behind the use of imperialism.

6. Research Methodology

In our study, we look at relevant secondary sources and primary (if possible).
This study relies on two appropriate methods. The first method is the historical method.

It is useful to deal with facts and historical events. The second is the descriptive
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method. This latter has an importance in our dealing with the historical events that we
describe in order to get an answer to our research question.

7. Structure of the Research

The present dissertation attempts to highlight the different elements that
enforced Britain to shift from Mercantilism towards Imperialism. The study is divided
into three main chapters. The first chapter focuses on the difference between
mercantilism and imperialism. This chapter also sheds the light on the circumstances
behind their use. In addition, the first chapter deals with the causes that led Britain to
implement those two polices in India.

The second chapter focuses on the main events behind the shift from
mercantilism towards imperialism. The chapter deals with the East India Company as
the main factor of the shift and as the representative of the first phase of British
presence in India. In addition, the monopolization of the company on the trade of the
region and the policy that the company followed to control the Indians were the main
causes behind the India mutiny of 1857. That mutiny ended the control of the company
in India. The rebellion was a starting point to the next phase which was imperialism.
After the revolt, the British government assumed all the properties of the company and
proclaimed India a part of British Empire. The second chapter also deals with how the
British government ruled India and the measures that it undertook to ensure that the
revolt would never.

The third chapter examines the main positive and negative effects in both
Britain and India. Those effects were a result of the shift of power from the EIC to the
British government. That shift had many positive effects in the Indian economy and
society. The railways that Britain built in India promoted its economy as well as its

social life. However, the negatives were disasters concerning the number of death after
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the famine of 1870. That famine was a result of the commercialization of agriculture
system of 1860 that Britain followed to drain the wealth of India. On the other hand,
Britain also was affected by its imperial system in India. All the Indian wealth was

invested in Britain to promote its economy and society.
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Chapter One
Difference between Mercantilism and Imperialism

1.1. Introduction

The Victorian Age is considered as the golden age to the British Empire. It was
the greatest empire in the world economically, politically, and even in the maritime
field. Britain reached this stage of power by implementing two policies. Each one had
its characteristics and suitable time. Those policies were mercantilism and imperialism.
Before studying the relation between those policies, we first have to know the impact of
each policy in British history and how Britain used them in India particularly.

The first chapter focuses on the difference between mercantilism and
imperialism as theories and as policies. It, also, discusses the circumstances behind their
use, its impacts on British history, and finally how and why Britain had used those
policies in India.

1.2. The Theory of Mercantilism

"The seventeenth century defined the age of mercantilism, in terms of both
economic thought and commercial policy "( Irwin 1296). Mercantilism is an economic
theory and a system that actively supported the establishment of colonies that would
supply materials and markets to the mother country. The theory is a result of the early
attempts of European countries to colonize other nations in order to increase their
internal wealth. Laura Lahaye an adjunct professor at the Illinois Institute of
Technology defined mercantilism as an economic nationalism for the purpose of
building a wealthy and powerful state (1). The goal of this policy was to achieve a
favourable balance of trade that would bring gold and silver into the country. Unlike the
agricultural system, the mercantile system served the interests of merchants and
producers whose activities were protected and encouraged by the state. The mercantile

system varied from one nation to another, but there were some basic principles that all
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mercantilists followed. First, it was a system based on economic activities to boost
national wealth. Second, that national wealth was measured by the stock of gold and
silver in the country not by its people’s living conditions. The third principle is that the
colonies were seen as a valuable means of increasing exports to enrich the mother
country. Those colonies were working as a supplier of raw materials, and a market for
mercantilist countries. Furthermore, mercantilism developed logically from the changes
inherent in the decline of feudalism, the rise of strong national states, and the
development of a world market economy (Lahaye 1).

During the mercantile period, military conflict between countries was both more
frequent and more extensive than at any time. Each country used its army and navy to
increase the volume and the breadth of its trade, and to protect its business interests
against foreign competition. In fact, according to Lahaye, mercantilism took two forms.
The first form concerned the domestic affairs of the country; the government developed
its local industries by exempting new industries from taxes and encouraging them by
granting titles and pensions to successful producers. However, the second form
concerned foreign trade; the government imposed taxes, and prohibited the import of
goods that competed with local manufacturers. At the same time, the government
prohibited the export of tools and capital equipment, and the emigration of skilled labor
that would allow foreign countries to compete in the production of manufactured goods.
Moreover, shipping during the mercantile period was particularly important to national
power because of the use of ships for both merchant and military purposes (2).

"Profits were large when a country spends a small amount of money on raw
materials needed to create a product and sells the finished product for high
price"(Cranny 237). According to mercantile view, the principal benefit of foreign trade

was the importation of gold and silver for the wealth of nations. This belief faced many
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critics one of them was Adam Smith. In his book Inquiry into the Nature and Cause of
the Wealth of Nations (1776), Smith claimed that free trade and private enterprise
(laissez faire) without the intervention of the government are the best means to enrich a
country. The end of the eighteenth century witnessed the decline of mercantilism as a
policy of acquiring power. There were two main reasons led to the decline of this
policy. First, the mercantilist policies were designed to benefit the government and the
commercial class not the entire population. Second, many mercantilists had themselves
argued with Smith, and began to de-emphasize the importance of gold and silver as the
best means to enrich the country. In addition, the mercantilist Robert B. Ekelund and
Robert D. Tollison saw that England was so prosperous during the mercantilist era
because of that the mercantilism was not well enforced. They believed that the
mercantile regulations protected the privileged positions of monopolists, which in turn
provided revenue to the monarch or state. To conclude, the mercantile system
succeeded in bringing the treasure to the countries and made them wealthy
economically; however, it failed in improving the social life of the individuals.
Therefore, mercantilists changed their principles as soon as they found another policy
served their ambitions (Lahaye 2; "Mercanrilism™ par.7; Thomas and Litt 3).
1.2.1. British Mercantilism

Britain as many European countries implemented the mercantile system in order
to enrich its economy. Mercantilism was the dominant phase of England’s policy during
the seventeenth and the eighteenth centuries. This policy, as James O’Driscoll stated,
was a result of the commercial links between those news markets that British Empire
got through in its expansion in the Americas, West Africa, and in India (25). In
addition, during the eighteenth century, British government controlled over the

importation of raw materials of its colonies, and made them as markets for British
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products. Britain's aim was to enrich and to strengthen its national economy against
foreign aggressions by exalting the foreign trade and fostering its domestic industries.
As a result, to organize their foreign trade, British mercantilists set many of regulations,
tariff barriers and navigation laws.

British mercantilism was meant to serve the interests of the empire not its
colonies. The colonies existed for the benefits of the empire; they could not sell their
raw materials to anywhere else. In addition, the colonies were not allowed to
manufacture anything for export. In order to organize its trade and to protect it against
foreign competition, the British government passed a series of trading laws such as the
Common Wealth Trade Ordinance of 1651 and Navigation Laws. Those laws
prohibited foreign ships from engaging in coastal trade in England and required that all
goods imported from Europe should be carried by English ships or the ships of country
of the origin goods. English government put the same conditions to regulate its trade
with the colonies. Moreover, the Staple Act of 1663 extended the Navigation Acts, by
requiring that all colonial exports to Europe should be first landed at English ports
before going to Europe. To conclude, those acts were passed particularly to stop the
Dutch dominance in the marine activities (John and Lurbe 134).

Above all, the British Empire began in the form of private enterprises missions
during the sixteenth century. The companies were chartered and encouraged by the
English Crown. In addition, those chartered companies had some political control and
commercial monopolies over many regions in the world. For example, when there were
no strong local governments, those companies expanded and included many trade posts.
Sometimes those companies ruled people like the East India Company ruled some
Indian regions. In fact, England was a late starter in the race for colonies with the

European countries. Early imperialist countries were Spain, Portugal, and Netherlands.
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They gained supremacy in much of Indonesia, Africa, and a huge part of Asia (Lahaye
2; John and Lurbe 135).

Britain in its dealing with its colonies used different ways. For example, the
British presence in North America was different from elsewhere. In America, Britain
used military power to control over the trade of colonies. However, in Asia, the English
government gave some chartered companies the right to trade in the region. By the end
of the seventeenth century, Britain became powerful and able to supervise the trade of
colonies depending on its maritime power (John and Lurbe 137).

Mercantilism policy led Britain to wage many wars with European countries.
For example, in American colonies Britain did not faced only the colonies; but also, it
was obliged to enter many struggles with France, Spain and Netherlands. In Other hand,
that policy was the principal cause that fostered the national economy of England.
Mercantilism also, led Britain to rule the commerce of the world during the mid-
Victorian Age (135).

Moreover, concerning the amount of the imports and exports of England, there
were two cases. The first case was called overbalance. When the imports from a foreign
country were more than the English exports to that country, England according to
protectionists' view would be impoverished. Consequently, they claimed that the only
weapon to face unfair foreign trade and to protect their national industry was tariff
policy. On the other hand, when the exports were more than the imports, this case was
favourable to England because by this way it would be enriched and its industry would
be more developed. Furthermore, according to protectionists’ view, the nature of the
imports and exports also had an importance in the national economy. According to their
ideas, there were two cases. If the trade involved the import of raw materials and the

export of manufactured goods, it would be beneficial to ensure employment for people.
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However, if it was the contrary and England exported raw materials instead of
manufactured goods, the country would be impoverished (Thomas and Litt 6).
1.2.2. British Mercantilism in India

British mercantilism depended on enterprises missions. Those enterprises were
encouraged by the English Crown as East India Company. This company was the
representative of English trade in India. All the imports and exports to England were
with East India Company. In fact, the English were not the first comers in India. The
Portuguese, for example, were the first who tried to monopolize trade in the Indian sub-
continent. In 1498, they controlled over spice trade depending on their powerful
shipping network. In addition, the Dutch who came after the Portuguese sent their first
expedition to India in 1595. The Dutch mercantile system was similar to the English
one. They both relied on chartered companies, the East India Company (EIC) for
England, and the Verengde Oostindishe Compagnie (VOC) for Netherlands. Both
companies used their armies and negotiations to establish their position in the region.
Meanwhile, the Mogul dynasty (1526-1857), an Asian dynasty which was the third
comer to India, had another vision towards India. According to Barbara D. Mectalf and
Thomas R, in the case of the Mogul Empire, “there was no monopoly of military force;
there was no monopoly of political authority” (29).They had not any commercial
interest in the region; their only aim was to establish an Islamic Empire there. So the
competition between European countries to control over the Asian trade and the decline
of the Mogul Empire shaped a great opportunity for Britain to encourage its chartered
companies to make India as a market for its products (Ciechanowski 4;"Mogul Empire™
par.l; Parthesisus 11).

In the seventeenth century, India had a special importance in English Trade. The

quantity and the quality of its commodities caused an acrimonious debate among the

11
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English mercantilists because of many reasons. Firstly, the commodities which were
imported from India were more numerous than the commaodities that were exported to
it. In fact, the English commodities were too costly for Indian consumer. Therefore, the
efforts of the company had a little success. Secondly, the nature of manufactured Indian
products displaced and discouraged local products. Thirdly, the company monopolized
trade in the region, and excluded other foreign companies from trading with India. As a
result, the company waged many wars with its rivalries. From the 1740s to 1763, the
East India Company and its French counterpart were engaged in a military and
commercial rivalry in which the British were ultimately victorious. Because of those
three elements, the company was attacked and blamed for the economic distress during
James I’s reign. However, this situation was changed as soon as the Industrial
Revolution emerged (Thomas and litt 7).

At first, the EIC worked in India by importing the Indian muslin and spice. In
return, Indians paid in gold and silver for very few consumable commodities. In that
time, India was called “the sink of precious metal” because the huge amount of its gold
and silver. During the first ten years of its existence, the total exports of the company
amounted to 170,673 pounds of which as much as 119,202 pounds were bullion (10).
Barbara D. Mectalf and Thomas R stated that during the seventeenth century, the EIC
created for itself a secure and profitable trade. The company developed the English
markets in Europe by entering the Indian production as indigo and saltpetre.
Consequently, by 1660, the demand for Indian fabrics such as: chintz, calico, and
muslin increased rapidly in European markets (45) (see figure 1. 47).

British Mercantilism in India was carried through two phases. The first phase
started from 1757, when the EIC acquired the right to collect revenue from its Indian

territories, until 1813 when the monopolization of the company over Indian products
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was over. This phase had a real mercantilist aspect. During this phase all the revenue of
Indian products were used to buy the English goods. However, the second phase which
was called free trade, it had begun with Act of 1813, when the Company lost its
monopoly trading rights in India, and ended in 1858, when the British crown took over
the direct control and administration of all British territories in India. This phase was
characterized by converting India as a source of raw material and a market for British
manufactured products ("Economic Effect of British Colonialism™ 17; 19).

To conclude, the seventeenth century witnessed the appearance of mercantilism
policy. Many countries adopted this policy to enrich their national economy. In
addition, the mercantile system depended on creating colonies. Those latter worked as a
markets and a supplier for raw materials to the mother country. Mercantilism was the
dominant phase of England during the seventeenth and the eighteenth century. During
this era, England waged many wars with European countries in order to protect its own
interests. Furthermore, England implemented the mercantile system in many regions in
the world. India, for example, had a long experience with the British mercantilism. The
great number of population and the huge surface of India were considered as a great
opportunity to the British Empire to enrich its national economy.

1.3. Imperialism as Theory

"Imperialism is the policy by a strong nation to attempt to create an empire by
dominating weaker nations economically, policy, culturally, or military."(qtd. in
Lupinskie 3). There are many different definitions to Imperialism. For example, Lenin
refers to imperialism as the highest stage of capitalism in his famous book Imperialism:
the Highest Stage of Capitalism (1). However, Joseph Schumpeter in his article
Sociology of Imperialism (1919) defines imperialism as" the objectless disposition on

the part of a state to unlimited forcible expansion.” (qtd. in Saussine 1). Schumpeter
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argues that the purpose of any nation is to expand its territories. According to his
opinion, all nations are imperialistic with some differences in manners and extent. In
addition, in Schumpeter's view, imperialism is an irrational inclination towards war and
conquest (1).

In fact, imperialism was a European term used to describe the expansionist
policies of Napoleon I. Then, it was used to include all the other European expansionist
movement during 1800s. According to Michael Doyle, imperialism is "the process of
establishing and maintaining an empire”(qtd. in Lake 7232). Moreover, three corollaries
are sequences of implementing imperialism as a system to acquire power over other
nations. First, imperialism occurs only where distinct political communities exist.
Imperialism is also represented in the desire of political communities in forming strong
empires over other weak nations. Second, the colony lacks an international political
personality. When the colony possesses an identity as a distinct policy, it does not
interact with other states as a sovereign equal. Some new independent state needs a
time to be regarded as a sovereign state. Third, exploitation of the weak by the strong is
not essential to imperialism, but it is an often natural result of effective domination
(7232).

To conclude, imperialism is similar to colonization, but with one major
difference: colonial powers settle the countries over which they gain control while
imperial powers do not. Furthermore, the development of new industrial economies in
1700s and 1800s necessitated the acquisition of raw materials. That development
created a desire to gain control of market places. Moreover, Europeans considered
themselves superior intellectually, culturally, and spiritually to "the darker" people of
the world. Therefore, many Europeans justified imperialism; by claiming that they had

a duty to civilize "the primitive" peoples (7232).
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1.3.1. Theories of Imperialism

The major explanation for imperialism can be grouped into three general
categories. The first category is called metrocentric theories. This category focuses on
the disposition and internal characteristics of imperial states. The proponents of these
theories argue that the military industrial complex and other features of the capitalistic
states created a need for capital. That leads states to create colonial and neoco