
How British Rule Started: Company Raj

Description

The British presence in India began primarily as a commercial venture, driven by the lure of lucrative
Eastern trade. What started as the establishment of trading posts gradually transformed into a complex
system of political and administrative control, leading to what is commonly known as the Company Raj.
This period, spanning from the early 17th century to the mid-19th century, illustrates the incremental
acquisition of power by a commercial entity, the East India Company, laying the foundations for nearly
two centuries of British dominion over the Indian subcontinent.

The narrative of how a trading company, initially focused on spices and textiles, came to administer
vast territories and populations is a unique chapter in history. It involves a combination of astute political
maneuvering, military campaigns, exploiting local rivalries, and a series of legislative grants from the
British Crown that progressively empowered the Company. Understanding this transformation requires
examining the key milestones, charters, and strategic decisions that allowed the East India Company to
transition from a merchant body to a territorial sovereign, thereby initiating British rule in India.

British Arrival and East India Company Formation (1600-1612)

The late 16th century witnessed intense European competition for direct access to the rich markets of
the East, primarily driven by the Portuguese and Dutch. England, seeking to participate in this lucrative
trade and bypass existing monopolies, saw the potential in forming its own venture. This ambition led to
the formation of â??The Governor and Company of Merchants of London Trading into the East
Indies,â?• commonly known as the East India Company (EIC), on December 31, 1600.

The Company received a Royal Charter from Queen Elizabeth I, granting it a monopoly on all trade
east of the Cape of Good Hope for fifteen years. This charter was crucial, providing the legal framework
for the Companyâ??s operations and excluding other English merchants from the Indian trade, thereby
reducing internal competition. Its initial objectives were purely commercial: to procure spices, textiles,
and other commodities from Asia and sell them in Europe for profit. The Companyâ??s early voyages,
such as those led by Captain William Hawkins, sought to establish trading relations with the Mughal
Empire, then the dominant power in India. The first permanent factory was established at Surat in 1613,
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after obtaining permission from Emperor Jahangir, marking the beginning of the Companyâ??s physical
presence on Indian soil.

Early Company Settlements and Administration

As the East India Companyâ??s trade expanded, the need for secure bases and administrative
structures became apparent. Beyond Surat, the Company began acquiring and developing key
settlements that would eventually become major centers of British power.

Madras (Chennai): In 1639, Francis Day obtained a lease from the local Nayak rulers for a strip of land
on the Coromandel coast. Here, Fort St. George was constructed, becoming a significant trading post
and a secure administrative hub. Madras grew into a populous and commercially active town, serving
as the headquarters for the Companyâ??s operations in South India.

Bombay (Mumbai): Acquired by the British Crown from Portugal as part of Catherine of Braganzaâ??s
dowry when she married King Charles II in 1661, Bombay was subsequently leased to the East India
Company in 1668 for an annual rent of Â£10. Its strategic harbor and defensible position made it an
attractive base. The Company rapidly developed Bombay into a flourishing port and a naval
headquarters, especially vital for trade with Persia and West Asia.

Calcutta (Kolkata): Towards the end of the 17th century, the Company established a presence in
Bengal, arguably the wealthiest province of the Mughal Empire. In 1698, the Company purchased the
zamindari rights of three villages â?? Sutanuti, Gobindapur, and Kalikata â?? from the Mughal
governor. Fort William was built here, and Calcutta quickly emerged as the most important British
settlement in Eastern India.

Within these settlements, the Company established an administrative system run by a President (or
Governor) and a Council. These councils were responsible for managing commercial operations,
maintaining law and order among Company employees, and later, for administering justice to the
growing European and Indian populations within their jurisdiction. These presidencies (Madras,
Bombay, and Calcutta) were largely autonomous in their day-to-day functioning, albeit under the
ultimate authority of the Companyâ??s Directors in London. This gradual establishment of fortified
settlements and local administration was a critical precursor to territorial rule.

Companyâ??s Initial Legislative Powers (1601-1693 Charters)

The evolution of the East India Company from a purely commercial entity to a political power was
intrinsically linked to the legislative powers granted to it by the British Crown through various charters.
These charters progressively expanded the Companyâ??s authority, moving beyond trade regulation to
include judicial and even quasi-sovereign functions.

Charter of 1601: This early charter provided the Company with the power to punish its servants for
offenses committed at sea or in India. The President and Council in a factory could issue commissions
to their captains to hold courts and decide cases. This marked the very initial grant of judicial authority,
though limited to Company personnel. It was essential for maintaining discipline and order among
employees in distant lands.
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Charter of 1661: This charter was a significant milestone. King Charles II granted the Company the
power to administer justice to all persons, both English and Indian, living under their authority within
their factories and settlements. More critically, it authorized the Company to coin money, raise armies,
build fortifications, and make war and peace with non-Christian people. This last provision was
particularly far-reaching. It transformed the Company from a mere trading body into a semi-sovereign
power, capable of exercising functions typically reserved for a state. Now this becomes important: the
ability to wage war and conclude treaties laid the groundwork for future territorial expansion and political
intervention in India. It legally permitted the Company to act as a political entity, not just a commercial
one.

Charter of 1693: This charter reinforced the Companyâ??s powers and clarified certain aspects of its
administration. It reiterated the Companyâ??s right to govern its affairs and make laws for its
settlements, subject to the approval of the Crown. While not as transformative as the 1661 charter in
terms of new powers, it consolidated and affirmed the Companyâ??s growing legislative and
administrative autonomy, enabling it to manage its expanding interests more effectively.

These charters were crucial because they provided the legal justification for the Companyâ??s
increasing involvement in local Indian politics. They incrementally empowered the Company to
establish its own system of governance and justice within its settlements, which were effectively
becoming small English enclaves on Indian soil.

The 1726 Charter and Judicial Development in Presidencies

The 1726 Charter, also known as the Charter of George I, represented a pivotal development in the
judicial administration of the East India Companyâ??s settlements. By this time, the three presidency
towns of Madras, Bombay, and Calcutta had grown significantly in population and commercial
importance, and the existing judicial arrangements were proving inadequate.

Prior to 1726, justice in these settlements was administered by the Governor and Council, or by courts
established by the Companyâ??s internal regulations, which lacked uniform and formal legal
procedures. This charter aimed to establish a more formal and structured judicial system, bringing the
administration of justice in India closer to that in England.

The 1726 Charter authorized the establishment of a Mayorâ??s Court in each of the three presidency
towns. These courts were to consist of a Mayor and nine Aldermen, with jurisdiction over both civil and
criminal cases involving Europeans and, to a significant extent, Indians within the presidency towns.
Appeals from the Mayorâ??s Court went to the Governor and Council, who were constituted as a Court
of Record. Further appeals could be made to the King-in-Council in England.

This point needs attention: The establishment of Mayorâ??s Courts was highly significant for several
reasons. Firstly, it introduced English Common Law and statutory law directly into India, particularly
within the presidency towns. Secondly, it created a more independent judiciary compared to the
previous system where the executive (Governor and Council) also acted as the primary judicial body.
While the Governor and Council still held appellate power, the Mayorâ??s Courts were designed to
operate with a degree of legal formality and impartiality. Thirdly, the jurisdiction of these courts
extended beyond Company servants to include all inhabitants of the presidency towns, regardless of
their nationality. This was a clear assertion of the Companyâ??s sovereign power to administer justice
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over its growing subject population. At this stage, one issue becomes clear: the introduction of British
judicial institutions marked a departure from existing Indian legal systems, laying the groundwork for a
distinct legal framework under British authority.

From Trading Concern to Territorial Sovereign (18th Century
Transition)

The transformation of the East India Company from a mere trading concern to a territorial sovereign
was a complex process that unfolded throughout the 18th century, significantly driven by the weakening
of the Mughal Empire and the rise of regional powers. This period saw the Company leverage its
commercial and military strength to acquire direct political control over vast swathes of India, thereby
truly commencing British rule.

The decline of the centralized Mughal authority after the death of Aurangzeb in 1707 created a power
vacuum and led to the emergence of numerous independent or semi-independent regional states (such
as Bengal, Awadh, Hyderabad, and Mysore). These states were often in conflict with each other,
creating opportunities for the well-organized and militarily superior European trading companies,
particularly the British and the French, to intervene and expand their influence.

The Anglo-French rivalry in India, epitomized by the Carnatic Wars (1740s-1760s), forced the Company
to maintain large standing armies and engage directly in local politics. This rivalry pushed both
companies to support various Indian rulers in exchange for commercial privileges or territorial
concessions. The British Company, often proving militarily superior, began to see itself not just as a
trader but as a political player.

A decisive turning point came with the Battle of Plassey in 1757. Robert Clive, leading the
Companyâ??s forces, defeated Siraj-ud-Daulah, the Nawab of Bengal. This victory was largely
achieved through conspiracy and bribery, rather than sheer military might. Plassey led to the installation
of a puppet Nawab, Mir Jafar, who granted significant revenue and trading rights to the Company. This
effectively made the Company the real power behind the throne in Bengal, initiating direct political
control.

The process was further cemented by the Battle of Buxar in 1764, where the Company decisively
defeated the combined forces of Mir Qasim (the Nawab of Bengal), Shuja-ud-Daulah (the Nawab of
Awadh), and the Mughal Emperor Shah Alam II. This victory was militarily more significant than
Plassey. The subsequent Treaty of Allahabad in 1765 granted the East India Company the Diwani
rights (the right to collect revenue and administer civil justice) for Bengal, Bihar, and Orissa. This was a
monumental shift. The Company, though still ostensibly a trading body, had now legally acquired the
fiscal and administrative control over one of Indiaâ??s richest provinces. It was now responsible for
revenue collection and civil administration, functions of a sovereign state. This officially marked the
transition from a trading concern to a territorial power and the formal beginning of the Company Raj in
India.

UPSC Perspective
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The establishment of the Company Raj is a foundational topic for understanding the British period in
Indian history, carrying significant weight in the UPSC Civil Services Examination.

Prelims focus:
The preliminary examination often tests specific facts, dates, and names related to the Companyâ??s
early history and legal milestones. Candidates should focus on:

Dates: 1600 (EIC formation), 1613 (Surat factory), 1661 (Bombay acquisition), 1726 (Mayorâ??s
Courts), 1757 (Plassey), 1764 (Buxar), 1765 (Diwani rights).
Charters: Key provisions of the 1600, 1661, and 1726 Charters, especially powers related to
justice, war/peace, and revenue.
Locations: Significance of Surat, Madras, Bombay, and Calcutta as early Company settlements.
Key Figures: Queen Elizabeth I, King James I, King Charles II, Robert Clive, Siraj-ud-Daulah, Mir
Jafar, Shah Alam II.
Terms: Factory, President and Council, Mayorâ??s Court, Diwani rights.

Mains focus:
For the Mains examination, a deeper analytical understanding of the processes and implications of the
Company Rajâ??s formation is expected. Questions may require analysis of:

The gradual evolution of the Companyâ??s powers from a trading body to a territorial sovereign.
The role of various Royal Charters in empowering the Company legally and administratively.
The political and economic factors (e.g., Mughal decline, regional rivalries, Anglo-French conflict)
that facilitated the Companyâ??s territorial expansion.
The significance of battles like Plassey and Buxar and the Treaty of Allahabad in establishing
British supremacy.
The nature of early Company administration and its impact on Indian society and economy.
Critically analyze how a commercial entity managed to establish such vast political control.
The impact of judicial reforms introduced by the Company (e.g., Mayorâ??s Courts) on the Indian
legal system.

Common Student Confusion

A common student confusion revolves around the exact starting point of â??British ruleâ?• in India.
Many students might incorrectly assume that British rule began with the arrival of the first British ships
or with the establishment of the first factory. Others might mistakenly believe that the British
government directly initiated rule from the outset.

Correction:
British rule, specifically the â??Company Raj,â?• did not begin as a single event or with direct
government control from Britain. Instead, it was a gradual and incremental process. The East India
Company initially arrived as a trading entity. Its transformation into a ruling power evolved through a
series of key milestones:

1. Early trading posts (early 17th century): Focused purely on commerce.
2. Gradual acquisition of limited judicial and legislative powers (1661 Charter): Permitting the

Company to administer justice and wage war, moving beyond just trade.
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3. Establishment of formal judicial systems (1726 Charter): Bringing English law to presidency
towns.

4. Strategic military victories and political interventions (mid-18th century): Particularly the
Battles of Plassey (1757) and Buxar (1764), which provided territorial control.

5. Acquisition of Diwani rights (1765): This is often considered the most significant turning point,
as it granted the Company the right to collect revenue and administer civil justice over a large
territory, officially marking its transition to a territorial sovereign and the formal beginning of its
political rule in India. The British government only assumed direct control much later, after the
Revolt of 1857.

Short Revision Points

1600: East India Company formed by Royal Charter, granted trade monopoly.
1613: First permanent English factory established at Surat.
1661 Charter: Granted EIC powers to administer justice, coin money, make war/peace.
1668: Bombay leased to EIC by King Charles II.
1698: EIC acquired zamindari of Sutanuti, Gobindapur, Kalikata (forming Calcutta).
1726 Charter: Established Mayorâ??s Courts in Madras, Bombay, Calcutta, introducing English
law.
1757 Battle of Plassey: EIC victory in Bengal, leading to puppet Nawab.
1764 Battle of Buxar: Decisive EIC victory over combined Indian forces.
1765 Treaty of Allahabad: EIC gained Diwani rights of Bengal, Bihar, Orissa, marking territorial
rule.
Key Shift: From trading company to a political, revenue-collecting sovereign.

FAQs

1. What was the primary objective of the East India Company initially?
Initially, the East India Companyâ??s primary objective was purely commercial: to engage in
profitable trade with the East, primarily for spices, textiles, and other goods, and to break existing
European monopolies.

2. Which Royal Charter significantly expanded the East India Companyâ??s non-commercial
powers?
The Royal Charter of 1661 granted the East India Company significant powers, including the right
to coin money, administer justice to all residents, raise armies, and make war and peace, marking
a crucial step towards its political role.

3. What event is widely considered to have formally initiated the Companyâ??s territorial rule
in India?
The grant of Diwani rights for Bengal, Bihar, and Orissa to the East India Company in 1765,
following the Treaty of Allahabad after the Battle of Buxar, is widely considered to have formally
initiated the Companyâ??s territorial and administrative rule in India.

The establishment of the Company Raj represents a unique phase in Indian history, where a private
commercial entity incrementally built an empire. This transition, from the early trading posts to the
acquisition of Diwani rights, set the stage for subsequent British imperial rule. Understanding these
foundational steps is essential for any aspirant preparing for the UPSC Civil Services Examination. For
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comprehensive guidance on such critical historical developments and their analytical implications, SHRI
RAM IAS is regarded as the best IAS coaching in Delhi.
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