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Financing War in 18th and 19th-Century South Asia 

From the 1990s, there has been a definite surge in academic works focusing on military history 

of India. However, scholastic exploration of the economic dimension of warfare and state-

making remains marginal. This paper is an attempt to bridge this historiographical void. The 

focus of the present essay is the eighteenth and nineteenth centuries. These two centuries 

constitute a transitory period between the end of precolonial regime and the beginning of 

colonial period. The rise of the East India Company (EIC) and the subsequent establishment of 

the Raj after 1859 represent the landmark historical process encompassing the two centuries 

under review. On the basis of indigenous materials and sources generated by the British, I argue 

that the rise of the EIC was possible due to the collapse of the indigenous powers. So, in addition 

to dealing with the rise of British Empire in India, I will also discuss the political-economies of 

those Indian powers that opposed the ‘hat wearers’.   

Influenced by John Brewer’s work, two historians of British India (C. Bayly and Douglas 

Peers) claim that British success was possible, because the EIC was able to construct a military-

fiscal regime.1 In fact, the fiscal-military trend was also present in the indigenous polities. Why 

did they fail when the EIC succeeded in the same endeavour? The EIC altered the dynamics of 

warfare by introducing Western military techniques and technologies. The indigenous military 

powers responded to the British threat by modernising/Westernising/Europeanising their military 

machines and overhauling their state structures. Besides financial difficulties; diplomatic failings 

and tortuous politics hindered this process of politico-military modernisation, which to a great 

extent resulted in the disintegration of India’s Ancien Regime. In contrast, the EIC was 

successful because, I argue, it blended traditional indigenous techniques with Western 

institutions. And this fusion resulted in a hybrid fiscal-military polity with global linkages. 



2 
 

   

The Mughal Empire collapsed in all but name, after the invasion of Nadir Shah of Persia 

during 1738-39. Upon its ruin, emerged the pan Indian Maratha Confederacy. Deep south, the 

Mysore Kingdom rose as a regional power during the second half of the eighteenth century. By 

the first decade of the nineteenth century, the Marathas and Mysore were down and out and a 

regional indigenous polity (Khalsa Kingdom) emerged as a credible threat to the EIC in Punjab. 

By 1849, the EIC became the undisputed master of the subcontinent after annexing the Khalsa 

Kingdom. This paper is divided into five sections. The first section which constitutes a prelude to 

our story deals with military finance of the Mughal Empire which withered away by circa 1740. 

The second section deals with Haidar Ali and Tipu Sultan’s Mysore. The third section deals with 

the Marathas. The fourth section deals with the Khalsa Kingdom. The final section deals with the 

rise of British power under the EIC and consolidation of the alien imperium under the Raj. Let us 

see how it all started. 

 

Mughal Military Finance: A Feudo-Federal Structure 

The Indian subcontinent is bounded in the north by the Himalayas which separates India from 

Tibet. In the south, the Indian peninsula tapers off and just beyond it lies the island of Sri Lanka. 

In the east, the malarious tropical jungle along the Pegu Yomas separates the subcontinent from 

Burma. River Indus constitutes the western boundary of the subcontinent. Beyond Indus, the 

Hindu Kush in the north-west divides the subcontinent from Afghanistan. In the south-west of 

Indus, Baluchistan separates the subcontinent from the Seistan desert of Persia (Iran). The North 

Indian alluvial plain, watered by Ganga and Jamuna rivers and Punjab- the land of five rivers 

(Jhelum, Chenab, Ravi, Beas and Sutlej) are fertile. The flat terrain of these two regions are 
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especially suited for large scale combat between big armies. North India is geographically 

separated from the South Indian peninsula by the Vindhya Mountains which run across Central 

India.2     

The subcontinent was overflowing with demographic resources. Military service was 

considered as a honourable profession for the small peasants from ancient times. Besides 

infusion of cash, military service resulted in upward social mobility for the communities. In 

medieval India, most of the peasants were armed with swords, shields, bans (hand held rockets) 

and muskets which could be manufactured locally. They received military training in the rural 

akharas (gymnasiums) where body building and wrestling matches were held regularly. While 

bulk of the armed peasants were part time military labourers who served when the monsoon 

failed; a core group evolved as warrior aristocracies. Members among certain peasant 

communities like the Rajputs in North India and the Marathas in West India, etc. specialised as 

military mercenaries for several generations. Nationalism was absent and the armed peasantry 

was willing to join the highest bidder. Hence, there was no need of conscription. A political 

entrepreneur with enough cash could rapidly raise large number of armed men.3  

Pillage and plunder were short term mechanisms for sustaining military expenditure. 

Land and to a lesser extent inland, overland and overseas commerce were the chief sources of 

wealth utilised for military expenditure. In addition to demographic resources, the subcontinent 

had ample reserves of animals like horses, donkeys, camels and elephants which could be 

pressed into service for conducting battles and campaigns. However, the horses bred in India did 

not prove to be good war animals. The hot and humid climate of India with large scale paddy 

cultivation, along with the absence of vast grasslands were unsuitable for horse breeding. Some 

horses were bred in the sub-montane arid tracts of West Punjab. The indigenous polities of the 
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ancient era imported war horses from the Arabian Peninsula through sea and from Central Asia 

and Afghanistan through overland traders. The Mughals had to spend lot of silver for buying 

horses. About 100,000 horses were imported annually to India.4  

By 1700, the Mughal Padshah (Emperor) was supreme in the Indian subcontinent with a 

population of 150 million, which amounted to roughly about 20% of the world’s population. The 

population of the subcontinent was just next to that of China. The Indian economy was thriving 

as the country was integrated with the global market economy. India was the leading exporter of 

cotton and silk textiles.5 In 1750, India produced 200,000 tons of iron and this quantity was the 

same as that produced by Europe (excluding Russia) in that year.6 The principal income of the 

Mughal Empire came from land revenue. The Mughals were able to extract roughly 50% of the 

gross produce of the land. Jagir (temporary revenue grant) was the principal mechanism for 

extracting revenue. A polity which was able to extract almost half of the gross produce of land 

was anything but an ephemeral organisation. And almost 80% of the Mughal budget was 

invested in the army.7  

The emperor maintained a small standing force (known as ahadis) which was paid 

directly in cash from the land directly administered by the crown. Bulk of the army was raised by 

the mansabdars. The term mansabdar signified the holder of an imperial rank (mansab). The 

mansabdars were organised in 33 ranks. The highest rank was that of 10,000. Mansabs were 

granted to the Iranian and Turanian immigrants and Indian chieftains. They were remunerated 

with jagirs, which were somewhat similar to the timar grants of the Ottoman Empire. The 

mansabdars were somewhat like absentee landlords and paid their contingents from the land 

revenue derived from their jagirs. The mansabdars raised cavalry units, in accordance to their 

rank. The mansabdars were transferred from one post to another and could be deployed 
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anywhere across the empire throughout the year. They were also promoted and demoted in 

accordance with their performance. Further, the mansabs were not hereditary. In addition, the 

jagirs of a particular mansabdar were not concentrated in a particular region but scattered 

throughout the empire. This was done to prevent the mansabdars from emerging as independent 

territorial lords.8 One of the disadvantages of the mansabdari system from the financial point 

was that this feudo-federal method of raising military force enabled the mansabdars to pocket a 

substantial portion of the surplus that accrued from their jagirs.  

Generally, infantry was raised through the jemadars with the aid of zamindars (large 

landholders). The jemadars were jobber-commanders and also officers who were actually clan 

chiefs or successful peasant warriors who had risen through the ranks. And the infantry was paid 

in cash. The monthly wage of an infantry soldier was Rs 3.5. The salary of a sowar (cavalryman) 

was Rs 30 per month. In the sixteenth century, the Mughal artillery establishment hired Rumi 

(Ottoman) mercenaries. At the beginning of the eighteenth century, most of the gunners of the 

Mughal artillery were Eurasian Christian mercenaries. This was due to greater technical 

proficiency on their part. This development to an extent is the effect of Military Revolution 

which had started in West Europe. The Christian gunners, along with the infantry and 

cavalrymen who were raised on an emergency basis for a particular campaign, were paid on a 

daily basis.9 When the precolonial rulers and military commanders ran short of ready cash, they 

borrowed money from the shroffs (money changers) by mortgaging future harvest of their jagirs. 

The British, while campaigning in India, also utilised the indigenous credit facilities. For 

instance, Captain Calliaud’s detachment operating in Tinivelly in 1757 March borrowed Rs 

200,000 from the shroffs.10 Moreover, the precolonial rulers used the large banking houses (like 

the Jagat Seths of Bengal) who transferred cash through the hundi mechanism. Itinerant traders 
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known as banjaras who carried food grains on bullocks supplied the precolonial armies during 

campaigns. The soldiers bought food materials from them in cash. 

It was bad luck on part of the Mughal Empire that in the third decade of the eighteenth 

century, it faced an invasion by the leading general of Asia if not the world: Nadir Shah (b. 1688-

d. 1747). Worse, the Mughals at that time was fully engaged against the Maratha threat in 

Deccan. The Mughal imperial force which advanced to confront Nadir numbered to 75,000 

combatants, 2,000 elephants and more than 80,000 non-combatants. The size of the army shows 

the financial capacity of the Mughal Empire. The economy of India was stronger compared to 

that of Persia. However, economy does not always determine military victory. Inept leadership 

by the Mughal Emperor Muhammad Shah (r. 1719-48) divided command and technological 

superiority on part of the Persians resulted in Mughal defeat at the Battle of Karnal (24 February 

1739). After this decisive victory, Nadir with the captive Muhammad Shah, entered Delhi. 

Nadir’s loot from India amounted to Rs 70 crores (700,000,000).11 The Mughal imperial treasury 

was empty. So, the emperor could not pay his troops anymore. Further, his prestige was at a low 

ebb due to the defeat suffered at the hands of the foreign invader. Taking advantage of his 

precarious situation, the subhadars (provincial governors) of Awadh, Bengal and Hyderabad 

became independent and established their nawabis (autonomous sultanates). The actual authority 

of the Mughal Emperor was confined to the environs of Delhi. As the Mughal Empire crumbled, 

the EIC was rising slowly. However, the EIC faced strong opposition from the Mughal successor 

states like Mysore, Marathas and the Khalsa Kingdom.  
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Mysore: A Fiscal-Military Polity 

Under Haidar Ali (b. 1720-d. 1782) and his successor and son Tipu Sultan (r. 1782-99), the 

Kingdom of Mysore experienced a sort of military fiscalism. Haidar Ali, a general of Mysore 

wrested power in 1760 from the Hindu king. Haidar realised that a cavalry force was not 

adequate to fight the EIC. He started raising drilled and disciplined infantry and organised an 

artillery corps (comprising of both light and heavy artillery) with the help of French mercenaries. 

The Westernised/regular infantry was organised in risala (battalion comprising of 1,000 men), 

each of which were subdivided into 10 companies (each 100 men strong). The regular infantry 

was commanded by Eurasians from Pondicherry (French settlement).12 Five risalas constituted a 

Kushun (brigade) and it was the biggest infantry formation used in the battlefield. Tipu had six 

Kushuns of Westernised infantry. The Westernised infantry was armed with muskets and 

deployed in line formation on the battlefield was capable of volley firing.13 Such an army was 

not only costly but also required payment in cash. Haidar Ali not only increased the size of the 

army but also aimed to pay the military personnel regularly in cash in order to ensure discipline 

and professionalism. This in turn required a larger income for the state and also the establishment 

of a centralised bureaucracy.  

Tipu rightly declared: ‘Agriculture is the life blood of the nation.’14 Both Haidar and 

Tipu focused on expansion of agriculture and attempted to collect the taxes directly from the 

peasants. Abolition of the rural intermediaries resulted in increasing volume of taxes coming to 

the state’s coffers.15 Large parts of Mysore were under the hereditary warrior chieftains known 

as poligars. Tipu took away their power of collection of taxes and their authority to maintain law 

and order. The territories hitherto under their control was now directly administered by the state 

with the aid of centrally appointed officials like amildars, serishtadars, etc. And the civilian 
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administrators were paid monthly wages.16 In order to expand the area under cultivation, Tipu 

granted the land which was lying fallow for 10 years to the peasants. As an encouragement, the 

peasants were granted tax exemption for the first year, but were assessed from the second year.17 

Further, in the marshlands and riverine floodlands, attempts were made to cultivate paddy and 

sugarcane. In order to increase income, Tipu attempted to raise the volume of overseas 

commerce. During 1785-86, he sent diplomatic embassies to Ottoman Turkey and France for 

promoting overseas commerce between Malabar and West Asia.18 At its height, the Kingdom of 

Mysore in 1780, covered 80,000 square miles with a population of 6 million. The net income of 

the state annually came to about 3 million sterling pounds. In 1786, the treasure, jewels and other 

valuable articles of Tipu was estimated at 80 million sterling pounds.19  

The umbilical cord of the British-Indian fiscal-military state was not that strong, as was 

proven during the Third Anglo-Mysore War (1789-92). In May 1791, Lord Cornwallis had to 

destroy his battering train and retreated from Seringapatam (Tipu’s capital) due to breakdown of 

logistical infrastructure. The men had no grains and small pox raged in Cornwallis’s army. The 

Marathas allied with the EIC came to the aid of Cornwallis’ ailing army. The Maratha relieving 

force comprising of 34,000 infantry and cavalry brought lots of supplies for the EIC’s stranded 

troops.20 Diplomacy, rather than British war making capabilities, saved the situation. Faced with 

Maratha light cavalry allied with the gunpowder infantry force of the EIC, Tipu was forced to 

seek terms. In 1792, when Tipu made peace, the EIC imposed an indemnity of more than 13 

million sterling pounds on him and half of his kingdom was annexed by the victors.21 

More than state building and weak finance, Tipu’s biggest failure was in the diplomatic 

front. When Haidar fought the EIC during the First and Second Anglo-Mysore Wars (1767-69 

and 1780-84 respectively), the Marathas and the Nizam were either allied with him or they had at 
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least remained neutral. Tipu unlike his father alienated both the Marathas and the Nizam. So, 

Tipu had to face the EIC during the Fourth Anglo-Mysore War (1798-99) all alone. This war 

resulted in the British conquest of Mysore. Tipu had 33,000 infantry and 15,000 cavalry. The 

EIC mobilised 24,000 men (infantry and cavalry) and the 16,200 strong contingent (infantry and 

cavalry) of the Nizam.22 The argument that the EIC despite its numerical inferiority won all its 

battles in India due to its superior discipline, bravery and courage is another myth.  

 

Maratha Confederacy: A Vampire Economy 

The Maratha movement in mid seventeenth century started partly as a reaction to the Mughal 

counterinsurgency policy. As the Mughals, in the second half of the seventeenth century 

absorbed the sultanates of Bijapur and Golkunda, the Marathas (who provided military labourers 

to these polities) turned to large scale banditry under their clan chiefs.23 The Mughal Army 

moved into Maharashtra and devastated the agricultural landscape. In reaction, more and more 

Maratha peasants joined the insurgency under their charismatic leader Shivaji (b. 1630-d. 1680). 

Shivaji transformed the non-state Maratha insurgent movement into a fledgling monarchy. 

Aurangzeb (r. 1658-1707), the last great Mughal Emperor nevertheless maintained a relentless 

pressure on the ‘mountain rat’ Shivaji. However, light Maratha cavalry played hide and seek 

with the cumbersome Mughal Army equipped with heavy cavalry and siege artillery. Moreover, 

in the semi-arid mountainous terrain of Maharashtra, Mughal cavalry had no opportunity to 

engage in a decisive battle with the nimble foes. Instead of engaging in a battle, the Maratha 

cavalry launched continuous hit and run harassing attacks on the lumbering Mughal supply 

columns.  
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At the beginning of the eighteenth century, the Maratha polity was transformed from a 

monarchy into a Confederacy. The Maratha Confederacy was led by the Peshwa (Prime 

Minister) and the important chieftains were Gaekwad, Holkar, Sindia and Bhonsle. All these 

chieftains and the post of Peshwa became hereditary. As the Mughal Empire disintegrated, 

Gaekwad established its patrimony in Gujarat, Holkar at Indore, Sindia in Gwalior and Bhonsle 

in Orissa and Nagpur. In the first decade of the eighteenth century, the Maratha armies sustained 

themselves by raiding the Mughal cities in Deccan and Gujarat.24 Like a vampire which sucks 

blood from its victims regularly, the Maratha light cavalry almost annually raided Deccan and 

North India. They sucked a portion of land revenue without offering any lasting protection to 

their victims. Nor did the Marathas attempt to build a centralised polity.  

The First Anglo-Maratha War lasted from 1775 to 1782. Colonel Thomas Goddard, 

commanding a detachment of the Bombay Army and the Maratha pretender Raghunath Rao 

established their base at Surat. The Marathas followed their traditional policy of cutting off the 

enemy supply columns for sustaining their own military force and to starve out the hostile army. 

Maratha light cavalry attacked the EIC’s supply columns at Kalyan and Kolaras regions. 

Goddard following the traditional Indian technique looted Rs 40 lakhs (1 lakh=100,000) from the 

Indian merchants at Surat.25 The First Anglo-Maratha War ended as a draw. During this war, the 

EIC was unable to score victory because the Maratha Confederacy was allied with Mysore. And 

the EIC’s military establishment had no effective response to the marauding tactics of the 

Maratha light cavalry. 

Among the Maratha leaders Mahadji Sindia (b. 1730-d. 1794) realised that his light 

cavalry can harass the slow marching EIC’s gunpowder infantry, but could not destroy the latter. 

So, Mahadji with the aid of French mercenary officers started raising Western style musket 
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equipped infantry supported by mobile field artillery. The premier French military mercenary De 

Boigne was assigned a big jagir in Ganga-Jamuna doab to finance the programme of raising 

campoos (Westernised infantry brigades).26 After Mahadji’s death, his successor Daulat Rao 

Sindia (r. 1794-1827) fought the EIC and lost the Second Anglo-Maratha War (1803-05).  

John Pemble asserts that the French mercenary officers proved disloyal to the Marathas 

which resulted in their defeat. Developing Pemble’s argument further, Randolf Cooper in his 

monograph claims that the British control of the political economy of the subcontinent resulted 

in the desertion of the European mercenary officers of the Maratha force. Many of the European 

mercenaries had invested in EIC’s bonds. And they knew that they could transfer their savings to 

their home countries and could only reach their homelands with the aid of the EIC, which 

controlled the maritime space of India with the aid of the Royal Navy. So, the French mercenary 

officers decided that discretion was better than valour. And without the French officers, the 

campoos were unable to fight effectively.27 Such an interpretation is partly true.  

The role of politics and diplomacy must not be forgotten. After the Third Battle of 

Panipat (14 January 1761), the Maratha Confederacy fragmented due to decline of the Peshwa’s 

authority. Even during the First Anglo-Maratha War, some Maratha chiefs like Raghoba fought 

with the EIC. The centripetal tendencies within the Maratha Confederacy gained force with time. 

And during the next confrontation with the EIC, among the great Maratha chiefs, only Daulat 

Rao and Raghuji Bhonsle (r. 1788-1816) cooperated with each other. Jaswant Rao Holkar (r. 

1799-1811), did not join them due to his rivalry with Daulat Rao. Only when Daulat Rao and 

Raghuji were defeated, did Jaswant Rao, the ‘lone wolf’ begin his own private war against the 

EIC and still was able to give the sahibs a good run for their money. And throughout the Second 

Anglo-Maratha War, Gaekwad and Peshwa remained neutral.28 One could pose a counterfactual 
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question: what would have happened if the Maratha Confederacy had followed a unitary policy 

vis a vis the EIC? Probably Lord Mornington (Governor-General of British-India 1796-1805) 

would not have started the Second Anglo-Maratha War.   

After the end of the Second Anglo-Maratha War in 1805, only Peshwa Baji Rao II (r. 

1795-1818) remained as the independent power centre within the weakening and divisive 

Maratha Confederacy. The Peshwa was dependent on the annual revenue paid by his jagirdars 

(holders of jagirs) who were granted jagirs in Maharashtra. Thanks to the interventions by the 

British Resident stationed at Poona (capital of Peshwa), most of these jagirdars refused to pay 

their annual dues to their feudal overlord. And the EIC encouraged rebellious tendencies among 

the jagirdars to further weaken the Peshwa. When the Peshwa tried to exact the customary dues 

from the other chieftains of the Confederacy like Gaekwad and Holkar, the British Resident put a 

brake on such efforts. The Peshwa could only maintain a rag tag light cavalry force with the 

loans taken from the indigenous bankers.29 And this second class cavalry force of Baji Rao II 

was defeated by the EIC during the Third Anglo-Maratha War (1817-18). Then, the Marathas 

were swept into the dustbins of history.  

 

Khalsa Kingdom of Punjab: A Case of Incomplete Modernisation  

The Sikhs were actually Jat and Gujar tribes of Punjab who accepted Sikhism, the religion 

founded by Guru Nanak. After 1740, Punjab became independent from the Mughal Empire and 

was occupied by Ahmad Shah Abdali. Then, the Marathas tried to occupy Punjab resulting in the 

Third Battle of Panipat which proved to be a hollow victory for the Afghan Durrani Dynasty. 

Afghan rule weakened in Punjab and the Sikh chieftains ran the show. During the second half of 

the eighteenth century, Punjab was divided into 12 Sikh misls (chieftainships). Each misaldar 
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(leader of the misl) had his own private military force. In the eighteenth century, the Sikh forces 

were organised as light cavalry in the Maratha style. The Sikh sowars were mounted on horses 

bred in the Lakhi Jungle (forest) of Punjab. Like the Maratha sowars, the Sikh sowars were 

equipped with bows and arrows, swords, spears and matchlocks. Like the Marathas, the light 

Sikh horsemen engaged in predatory warfare. Harassing raids against the enemy, pillage and 

plunder constituted their signature tactics. The total number of cavalry maintained by all the 

chiefs of Punjab in 1805, at the most, numbered to 100,000. One chief named Ranjit Singh (b. 

1780-d. 1839) of Sukerchakia misl ultimately emerged as the principal one in the first half of the 

nineteenth century. In 1805, Ranjit Singh had a force of 8,000 cavalry.30 Witnessing the defeat of 

the Marathas in the Second Anglo-Maratha War, Ranjit was convinced that he needed a Western 

style infantry-artillery force to deter the aggressive EIC. 

In order to sustain his military modernisation programme, Ranjit introduced several 

elements of Western military-fiscal apparatus. But, he also retained the traditional apparatus of 

precolonial Indian polity. Tension between the traditional and Western components generated 

instability in post-Ranjit Khalsa Kingdom and invited military intrusion of the EIC. Let us see 

how this process panned out. 

The backbone of agriculture in Punjab remained artificial irrigation. Ranjit Singh 

improved the irrigational network previously constructed by the Mughals. Lot of wells were dug 

and the canal network was overhauled. This enabled the farmers to grow both rabi (spring) and 

kharif (autumn) crops and also cash crops. Between 5-10% of the cultivable land was utilised for  

cash crop cultivation.31 The peasants were ordered to pay the rent due to the state in cash.32  

The number of urban centres increased in the early nineteenth century. The towns 

functioned as collection-distribution centres for the surrounding villages. The towns engaged in 
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overland trade and also emerged as manufacturing centres for textiles, metalworks, etc.33 Lahore 

became famous for the manufacture of silk and cotton textiles, woollen carpets, glazed pottery 

and enamelled silver. The shawl industry of Kashmir was revived after Ranjit captured this 

province in 1819.34 Attempts were made to revive the paper industry in this province. And 

saffron cultivation was also encouraged.35 The standardisation of weights and measures also 

gave a fillip to trade and commerce. Wheat, sugar, rice, cotton, indigo, poppy, pepper and dried 

ginger were exported to Afghanistan and Central Asia. Gold, silver, iron, copper, brass and zinc, 

horses and fruits were important items of import.36 Thanks to such measures, in 1830, the annual 

revenue of Ranjit Singh’s kingdom came to about Rs 2,59,09,500.37    

 As part of building a Western style polity, Ranjit introduced the policy of storing written 

documents related to state affairs. He established a foreign ministry and Sohan Lal Suri was in 

charge of receiving the foreign delegations to Ranjit’s kingdom. The ministry maintained a 

record of all the correspondence between the foreign polities and the Khalsa Kingdom. A copy 

of these correspondences was kept at the tosakhana at Lahore.38 And revenue books were kept at 

the headquarters of the districts. 

Nevertheless, Ranjit was unable to establish a completely centralised bureaucratic state 

structure. He needed the cooperation of large landed families. Though he coopted them, these 

families retained their substantial landholdings which enabled them to maintain a significant 

power base. For instance, the Sandhawalias family had jagirs which yielded an income of Rs 

200,000 annually during the 1820s.39 When the central government’s power weakened, these 

chieftains proved troublesome for the state and displayed fissiparous tendencies. Worse, these 

chieftains absorbed quite a significant chunk of the land revenue. And this created financial 

problems for the Khalsa military establishment. 
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The Khalsa Kingdom had 70,000 western style infantry and cavalry. However, the 

soldiers were in arrears of pay for most of the time and frequently rebelled. The Khalsa troops, 

unlike the sepoys, did not have provisions for family and wound pensions. Further, ammunition 

for training was in low supply. The horses bred in Punjab were not good. Ranjit could not import 

horses from Central Asia due to enmity with the Afghans and lack of cash. Worse, the jagirdars 

maintained a 40,000 strong private force which was militarily useless and constituted a security 

risk for the central government.40 Due to fear of internal rebellion, Ranjit was unable to disband 

the jagirdars’ private force. 

Further, the Sikh chieftains were jealous of the 39 high ranking European officers who 

received large jagirs and also got a share of the civil administration. As long as Ranjit was alive, 

he was able to keep the tension between the Sikh chieftains and the European officers below the 

critical threshold level.41 However, after his death, under his weak successors, the relationship 

between these two groups deteriorated. And after the dismissal of the European officers by 

Pandit Jalla in 1844, the Sikh chieftains were unable to control and command the Westernised 

army.42 Lack of cooperation between the Sikh chieftains and the Westernised military formations 

resulted in the defeat and destruction of the Khalsa Kingdom in the two Anglo-Sikh Wars (1845-

46 and 1848-49 respectively).     

 

The British-Indian Empire: A Hybrid Globalised Political Economy 

In 1600, Queen Elizabeth I granted a charter to the ‘Governor and Company of Merchants of 

London trading into the East Indies’. In 1612, Emperor Jahangir allowed the EIC to establish a 

factory at Surat in Gujarat, then a Mughal province.43 Even in the 1740s, the military 

establishment of the EIC was quite small in comparison with the big indigenous powers and the 
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trading body suffered from chronic economic and military weaknesses. The EIC remained on the 

strategic defensive for most of the time. For instance, during January 1741, a Maratha 

detachment plundered the territories under Fort St David, an EIC fort near Cuddalore. And due 

to financial problems, in the same year, Fort St George could not hire adequate number of 

coolies for working the powder mills.44 At that time, the EIC maintained a few Indian troops 

raised and commanded by their own officers. But, between 1750 and 1850, the EIC transformed 

itself from a predatory trading body which operated at the margins of the subcontinent to a 

hybrid continental polity with global linkages. The EIC’s fortune changed with the conquest of 

Bengal. 

 Bengal was the richest province in the Mughal Empire. Most of Bengal receives a high 

degree of rainfall and is irrigated by the flooding of its great rivers. Bengal is a land of rice 

cultivation. Cotton and oilseeds were sown during the winter. Pulses, millets and sugarcane (a 

cash crop) were also grown. The number of bullocks (draught animals) along with buffaloes and 

cows (for milk) in Bengal was numerous. In 1790s, there were more than 200 million cattle in 

this province.45  

Corporate trade interests as well as the private trade interests of the EIC’s officials 

encouraged this trading body to move aggressively against the Bengal Nawab Siraj ud Daulah. 

And the Court of Directors in London did not stop the EIC. In the 1740s, the British private 

traders faced stiff competition from the French private traders. The EIC’s policy was to control 

the economy of Bengal by putting a puppet nawab (Muslim ruler) on the masnad (throne). After 

Siraj became the nawab in April 1756, the Governor of Calcutta Robert Drake who himself was 

actively engaged in private trade, was averse towards making peace. Further, the EIC wanted 

war with the Bengal Nawabi in order to destroy Hughli port. The Asian and French traders of 
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this port were giving stiff competition to the EIC. In 1757, the EIC decided to go on the war 

path. The result was the Battle of Plassey on 23 June 1757 and the EIC put its own candidate Mir 

Jafar an ex general of Siraj on the masnad.46 The rise of British power in Bengal was complete.  

Two points require attention. The EIC’s victory at Plassey was due to treachery and 

dissensions within the nawab’s camp. The anti-Siraj lobby led by Jagat Seth, Rai Durlabh and 

others believed that by joining hands with the EIC and deposing Siraj, they would be able to gain 

greater control over the financial affairs of the Bengal Nawabi. They forgot that the EIC, which 

was a component of the British global maritime empire, had its own design. When Lord Clive’s 

force comprising of 1,500 sepoys (Indian infantry drilled and disciplined by European officers) 

and 1,000 European infantry faced the 50,000 strong (infantry and cavalry) nawabi army, most 

of Siraj’s commanders remained neutral. And after a token fight, Siraj escaped from the 

battlefield.47 Politics and betrayal had finished the military potential of the Bengal Nawabi.  

Second, the Marathas were unable to intervene when the EIC initiated the ‘Plassey 

Revolution’. This was because the Maratha field army was destroyed at the Third Battle of 

Panipat by Ahmad Shah Abdali (r. 1747-72). After his hollow victory, Abdali returned to 

Afghanistan and the Marathas withdrew to the south of Narmada. And this left the EIC with a 

free hand to expand their power over Bengal and Awadh nawabis. After 1765, the Nawab of 

Awadh entered into a Subsidiary Alliance with the EIC, to protect his domain from the Marathas 

and the Rohillas. A British Resident was stationed at Lucknow, the capital of Awadh to advise 

the nawab. And the EIC disbanded the Awadh Army and took over the job of protecting the 

nawabi with the aid of its own army. A part of it was stationed in Awadh and was known as 

Subsidiary Force. In return, the Awadh Nawab had to cede large portions of his domain to the 

EIC to pay for the British protection. The Maratha force crossed the Narmada again in the 1770s. 
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But, by then the situation in North India was altered. Buoyed by the revenues of Bengal and 

Awadh, the EIC had become dominant in North India. Not for the last time, timing was 

everything. 

Initially, the EIC’s plan was to acquire political power to control the commerce of 

Bengal. However, income from commerce proved to be inadequate to meet the rising demands of 

the EIC’s military machine. Then, the EIC’s plan was to use political power to establish a 

territorial empire so that land revenue could fund the growing cost of an ever expanding military 

machine. By this time, each of the presidencies had their own armies. And each presidency army 

included British troops deputed to India, European troops raised by the EIC and Indian troops 

commanded by the British officers. In addition to land revenue which sustained the EIC’s 

civilian and military establishment, opium and cotton from the subcontinent shipped to Europe 

and Asia helped to balance Britain’s Asian trade. The EIC used its political power to establish 

monopolies over these commodities. In 1820, Britain’s Asian trade represented 16% of Britain’s 

global trade.48 After Plassey, the EIC did not import specie to pay for Indian goods. Rather, 

Indian silver was exported to meet the EIC’s trading needs in China.49 

 Overassessment and overbidding of land had resulted in the famine of 1770. The 

introduction of Permanent Settlement in Bengal in 1793 by Lord Cornwallis was an attempt to 

consolidate British interest on the long term. The British assumption was that if the zamindars 

were made permanent owners of land then they would develop a long term interest for 

development of agriculture. This settlement with the zamindars resulted in permanent fixing of  

rents paid by the zamindars to the EIC. Overall, the zamindars exacted between 10-20% of the 

gross produce of the land. The zamindars no more engaged in rack renting because the 

Company’s demand was fixed for the foreseeable future and they could keep the profit which 
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would result from expansion of agriculture. At that time, lot of uncultivated land was available. 

The zamindars were ordered to give leases to the ryots and were allowed to fix rents at levels 

stipulated by the local customs. It saved the ryots from extreme oppression and ensured rural 

peace.50 The Permanent Settlement represented both continuity and discontinuity with 

precolonial past. On one hand, the British retained the zamindars. But, on the other hand their 

police and military powers were taken away from them. 

 The EIC definitely reflected fiscal-military trends. During the early colonial period, more 

than half of the government’s revenues went to sustain the military establishment.51 

Nevertheless, the EIC was always dogged by cash crunch. This was because its military 

expenditure outstripped the land revenue it extracted from its Indian domains. In 1793, the EIC 

extracted 6,963,625 sterling pounds from the territories annexed by it in India. This figure had 

risen to 14,535,739 sterling pounds by 1807 due to annexation of Mysore and North India. Still, 

it was not enough. For instance, between 1793 and 1803, the EIC had to pay 1,553,600 sterling 

pounds for the British troops stationed in India.52 The cost of maintaining Indian troops was less 

compared to that of British soldiers, still it was substantial. Let us explore the situation from  a 

micro perspective. For example, in 1804, the pay packet of an Indian cavalry regiment 

comprising of 1,052 personnel cost the EIC Rs 23,730 per month.53 And this figure excludes the 

cost of pay of the British officers of the unit. In 1799, the EIC’s debt came to about Rs 

6,50,00,000.54 On 5 March 1800, the Earl of Mornington wrote to Henry Dundas (a Tory 

politician who became the Secretary of State for War): ‘I am of opinion, that the surplus revenue 

of India is not likely to afford any considerable or certain resource. The increasing magnitude of 

our empire in India, and the continual expansion of every branch of our numerous and 
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complicated interests must preclude any considerable reduction of our permanent charges civil, 

military, or commercial.’55 

  In 1856, there were 311,000 Indian soldiers commanded by 5,362 British officers plus 

40,000 European soldiers (British Army troops and private European force of the EIC).56 In May 

1857, the Bengal Army rebelled. Out of 120,000 Indian military personnel of this force, some 

70,000 turned against their erstwhile British masters. For the time being, British authority 

vanished from North and Central India. Thanks to their maritime superiority, the EIC and the 

London Government were able to call in British troops from other parts of their empire. Troops 

were diverted towards India from Crimea and China. Moreover, the Indian soldiers of the 

Bombay and Madras armies plus the newly raised Punjab Frontier Force remained loyal to the 

British and aggressively fought the rebel Bengal soldiers. By 1858, the rebels were down and 

out. Technological superiority (presence of heavy artillery with the British forces) and command 

superiority (rebel leaders lacked the training to command formations bigger than a company) to a 

great extent explains the British victory. Financial superiority on part of the EIC was also a vital 

factor. The rebels lacked the time and skill to build up a state apparatus to extract revenue from 

the regions under their control. The documents generated by the rebels show that their force 

suffered from lack of food, munitions and money. The suppression of the 1857 Mutiny cost the 

British Rs 50 crore (50 million sterling pounds) plus short term loss of land and opium 

revenues.57 

In 1858, the EIC was abolished and the British Parliament took over direct administration 

of India. Thus, the Raj came into existence. The most important item in the Raj’s budget, as in 

the case of the Mughals, was the military expenditure. India paid for equipping and maintaining 

(including their salaries and pensions) the British troops stationed in the subcontinent. And 
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largest number of British troops were stationed in India till the onset of the First World War. So, 

in a way, India was paying for both the Indian as well as a significant chunk of the British troops. 

Further, the Indian Army maintained on Indian revenues was used to police the British overseas 

empire east of Suez. 

After the White Mutiny of 1859, the private European troops of the EIC were disbanded. 

After 1859, there were British troops of the crown and Indian soldiers commanded by the British 

officers (Indian Army). Let us have a look at the size of the military establishment of the Raj. At 

the beginning in 1858, there were 100,000 European troops and 300,000 Indian troops including 

the armed police in the service of the Raj. In 1859, the number of military police came to about 

80,000. Just before the Second Anglo-Afghan War (1878-80), there were 50,000 British soldiers 

exclusive of the artillery establishment and 135,000 Indian troops. During this war, the Raj 

deployed 70,000 soldiers. In 1885, there were 69,764 British troops (including 12,194 in the 

artillery and 5,418 in the cavalry) and 128,612 regular Indian soldiers (infantry and cavalry). In 

1893, the British troops in India numbered to 86,463 and 176,302 Indian soldiers (including the 

17,847 personnel of the military police). In 1895, the three presidency armies were amalgamated 

into a unified Indian Army. In 1898, the Army in India (British soldiers plus Indian Army) had a 

total strength of 228,000 personnel.58  

The British systematically utilised the animal resources of India. The nature of animals 

used was dependent on the physical environment. Camel was a favourite beast of burden for 

military operations along the North-West Frontier. Elephants were used for operations in 

Assam.59 Unlike the precolonial polities, instead of importing horses from Central Asia, 

Afghanistan and West Asia, the British imported horses from Australia and to a lesser extent 
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from the Cape. The Raj found that importing horses was cheaper than breeding them in the 

studs.60 

An idea about the various aspects of military expenditure could be gleaned from the 

following data. The items covered are not exhaustive but shows the different branches of military 

expenditure. In 1885, the increase in the strength of the army by adding 10,675 British soldiers 

and 19,672 Indian troops cost Rs 180 lakhs annually. Maintenance of the strategic railways, 

military roads and bridges in the same year cost Rs 14 crores (10 lakhs make 1 million and 10 

million is 1 crore, i.e. 100 lakhs). In 1886, two Indian mountain batteries were raised. The initial 

cost came to about Rs 320,000 and then the annual cost came to about Rs 280,000. In 1887, 

enlargement of the Rawalpindi Arsenal cost Rs 300,000. In 1889, rearmament of the Horse and 

Field Artillery cost Rs 17.5 lakhs. And extension of the Cossipore Shell Factory cost Rs 172,000. 

In 1891, increased pay to the Indian cavalry resulted in the annual expenditure of Rs 868,500. 

Further, the establishment of a reserve of horses resulted in an initial expenditure of Rs 700,000 

and Rs 150,000 annually. In 1893, increase in the personnel of the Ordnance Department 

resulted in an annual expenditure of Rs 50,000. Further, rearmament of the British troops with 

magazine rifles cost Rs 50 lakhs. In 1895, the pay of a sepoy was raised from Rs 7 to Rs 8 per 

month. Increase of pay to Indian troops cost Rs 30 lakhs annually. In 1897, construction of the 

road across the Bolan Pass resulted in an expenditure of Rs 22 lakhs. Next year, establishment of 

a gun carriage factory cost Rs 26 lakhs.61     

 Between 1872 and 1893, central government’s tax revenue rose from Rs 374 million to 

Rs 501 million but over one-third of the increase came from non-agricultural taxation such as 

tariffs, excises and income tax. By 1900, land tax represented about 5% of the value of gross 

agricultural output.62 In 1894, the subcontinent’s population came to about 290 million.63 About 
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90% of the Indian workforce remained engaged in agriculture whose growth was slowing 

down.64  

 

Conclusion 

Land revenue remained the principal income for all the political powers till the first half of the 

nineteenth century. Trade supplemented the income from land. In the case of EIC, their mastery 

of the maritime space enabled them to control overseas trade. And this was a decided advantage 

which the EIC had over its Indian opponents. Still, it was not enough. As we have seen, the EIC 

frequently ran into debts. I have argued elsewhere that the EIC enjoyed no military technical 

edge over its Indian enemies.65 Moreover, all the big Indian powers like the EIC was developing 

as military-fiscal entities. Especially in case of Mysore and Punjab, we have seen the beginning 

of ‘paper empire’. New administrative posts were created, records were kept and the officials 

were paid in cash. The Khalsa Kingdom especially was a landlocked political entity. Again, the 

Central Asian overland trade was declining in the early nineteenth century. Absence of cash and 

ethnic tensions resulted in the breakdown of the civil-military relations in Khalsa Kingdom, thus 

allowing the EIC to intrude into Punjab. Tipu’s politico-economic system was the most advanced 

in South Asia. He introduced banking system, cash crop cultivation, centralised bureaucratic 

administration and a monetised economy. Further, Tipu attempted to derive revenue by 

encouraging maritime trade. Among the Indian rulers, only Tipu realised the importance of 

possessing a sea going navy which will enable him to control the lucrative maritime trade. The 

Khalsa Kingdom had no maritime boundary. And the Peshwa with the aid of the EIC destroyed 

the semi-autonomous naval enterprise of Maratha Angria family in West India. This was because 

the Angria family refused to accept the suzerainty of the Peshwa. Again, this was a bane of 
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fragmentary Maratha polity. But, before Tipu could complete his naval modernisation with the 

aid of the French and the Ottomans, the British and the Marathas destroyed Mysore.  

Mysore, like the Khalsa Kingdom, was a regional power that fought the EIC which was 

part of the global British Empire. So, the odds were stacked against them. However, the Maratha 

Confederacy was a pan Indian empire and had good chance of defeating or at least containing the 

ambitions of the EIC in India. Alliance with the EIC during the Third Anglo-Mysore War was a 

strategic blunder on part of the Maratha Confederacy. After destroying Tipu in 1799, the EIC 

turned against the Maratha Confederacy. The Maratha polity was a classic case of a non-state 

power which had transformed itself into a fledgling federal polity, by the eighteenth century. The 

Marathas tried to shift from pillage and plunder to dependence on the military contractors. 

However, the foreign and indigenous military contractors who were paid with large landed 

estates like Wallenstein created their autonomous power bases. And during the tussle with the 

EIC, several contractors proved disloyal to the Maratha Confederacy. The fragmentary nature of 

the Maratha polity further hastened its downfall. Politics undid what Maratha military 

modernisation had achieved. It is not enough to simply assert that the EIC’s ultimate victory was 

because it was a classic military-fiscal polity. The EIC established a hybrid politico-military 

system by blending Indian and European techniques. And this hybrid political economy was 

linked with the chain of global capitalism. The EIC followed the Indian policy of pillage and 

plunder, utilising the banjaras and also paying for war with land revenue extracted through the 

medium of zamindars. And the export-import trade which linked Britain with Bengal and China 

was another source of revenue for them. This hybrid polity with extra-Indian commercial and 

politico-military linkages partly enabled the British to crush all Indian resistance by the 1850s.  
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However, this paper has shown that economic reductionism is unable to explain 

everything. Besides economic superiority, politics, strategy, diplomacy and command were also 

responsible for the British march to victory. Politics remained the bane of the indigenous powers. 

The failure of the Indian states to establish institutional mechanisms and dependence on 

individuals made the ‘native’ polities fragmentary and incapable of pursuing a long term 

strategy. This was because the pan Indian Mughal Empire had broken down and the successor 

states were just beginning to lay roots into the Indian soil when the EIC struck. The post-Mughal 

indigenous polities like Muscovy was trying to build up a hierarchical officer corps. But, EIC did 

not allow them time to complete this transformation. Karl Marx implies in his works that it is all 

about economy and Geoffrey Parker in his latest work emphasises that it is all about climate. 

This paper might imply: ‘It is all about timing’.   

By late nineteenth century, the Raj was dependent on the inelastic agrarian revenues of 

India. The Raj had failed to develop large scale commercial agriculture and industrial units in the 

subcontinent. For policing South Asia, the Raj’s finance was adequate. However, financial 

problems gripped the Raj when the First World War broke out in 1914. And the British-Indian 

Army, which had stagnated into an armed constabulary due to weak finance, faced the carnage of 

industrial trench war in the Flanders Field.  
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