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The Mughal Empire, at its zenith in the 17th century, represented one of the most sophisticated and productive

economic engines in human history. Accounting for approximately 25% of the global Gross Domestic Product

(GDP) during the reign of Aurangzeb, the empire established a centralized administrative framework that integrated

vast agrarian landscapes with a burgeoning manufacturing sector and a globally connected trade network. This

article provides a technical and structural analysis of the Mughal economy, focusing on the mechanics of land

revenue, agricultural technology, the commercialization of crops, and the socio-economic hierarchies that sustained

the imperial treasury for over two centuries.

The Agrarian Foundation: Theoretical and Practical Frameworks

The Mughal economy was fundamentally agrarian. However, unlike contemporary European feudalism, the Mughal 

system was characterized by a high degree of monetization and state-driven regulation. The empire's wealth was 

derived primarily from Mal(land revenue), which was not a mere rent but a claim by the state to a portion of the

agricultural surplus. This surplus was facilitated by the immense fertility of the Indo-Gangetic plains and the Deccan

plateau.

Land Classification and Productivity Metrics

To ensure a systematic collection of revenue, the Mughal administration, particularly under the guidance of Raja 

Todar Mal(Akbar's Finance Minister), implemented a rigorous land classification system. Productivity was not

assumed but measured based on the continuity of cultivation. The following table delineates the categories used for

assessment:



Land Category Cultivation Frequency Revenue Assessment Status

Polaj Cultivated annually for every crop. Highest revenue rate; never left fallow.

Parauti Left fallow for a short duration (1-2 
years).

Assessed at the full rate when 
cultivated.

Chachar Left fallow for three to four years. Graduated tax rate as land recovered 
fertility.

Banjar Uncultivated for five years or more. Lowest rates to encourage 
reclamation.

The Dahshala System: An Econometric Model

The Dahshala System(introduced in 1580) was a technical breakthrough in medieval fiscal policy. Instead of

annual negotiations which led to corruption and uncertainty, the state calculated the average yield of various crops

based on the preceding ten years. One-third of this average yield was fixed as the state's share, usually converted

into cash based on the average prices of the last decade. This provided the state with a predictable budget and the

peasantry with a degree of protection against sudden price fluctuations.

Technical Analysis of Revenue Collection Methods

The Mughal state employed several mechanisms to extract surplus, each tailored to the local geography and the 

social standing of the peasantry. The transition from Kankut (estimation) to Zabt(measurement) marked the

professionalization of the Mughal bureaucracy.

1. The Zabt System

The most detailed and standard method involved the physical measurement of land using a standardized unit 

known as the Gaz-i-Ilahi (approximately 33 inches). Specialized officials, the Amins and Qanungos, maintained 

meticulous records of the Zabit(area under cultivation) and the crop types. This system allowed for precise

mathematical calculations of the state's share but required a massive, literate bureaucracy to function.

2. Batai or Galla-Bakshi

In regions where land measurement was impractical, Batai(crop-sharing) was utilized. This was subdivided into

three technical procedures:

•  Bhaoli: The crop was reaped and divided in the presence of parties.

•  Khet-Batai: Dividing the fields immediately after sowing.

•  Lang-Batai: Dividing the grain after it had been threshed and stored in heaps.

3. Nasaq (Group Assessment)

A more administrative approach where the revenue was settled based on past records or through a rough estimate 

of the village's total capacity, often negotiated with the village headman (Muqaddam). This reduced the

administrative burden but often led to inequities within the village community.

Agricultural Technology and Innovation

A common misconception is that Mughal agriculture was stagnant. While the empire did not undergo a mechanical 

revolution similar to the 18th-century English Agricultural Revolution, it saw significant incremental innovation and 



crop diversification. The technology was optimized for human and animal labor, which was abundant.

Irrigation Mechanisms

The expansion of the Persian Wheel (Saqiya), particularly in the Punjab and Upper Ganges regions, allowed for 

the lifting of water from deeper wells. This supported the cultivation of high-value crops during the dry seasons. 

Furthermore, the state invested in canals, such as the Nahr-i-Bihisht(Canal of Paradise) constructed by Shah

Jahan, which extended irrigation over 150 miles to the region of Delhi.

Introduction of New World Crops

The 16th and 17th centuries witnessed a biological exchange that transformed the Indian landscape. Through trade

with the Portuguese and later the British, new crops were integrated into the Indian rotation system:

•  Tobacco: Introduced in the early 17th century; it became a major commercial crop within decades.

•  Maize: Adopted primarily in the hilly regions and Rajasthan.

•  Chilies and Tomatoes: Revolutionized the culinary and agricultural diversity of the subcontinent.

•  Potato: Introduced late in the Mughal period, later becoming a staple.

The Commercialization of Agriculture: Cash Crops

The Mughal economy was not merely a subsistence system. The state encouraged the growth of Jins-i-Kamil

(superior crops or cash crops). The transition from food grains to commercial crops was driven by the requirement

to pay land revenue in cash, which forced peasants to produce for the market.

Indigo, Cotton, and Silk

Indigo was perhaps the most prized export, particularly from regions like Bayana and Sarkhej. It was processed

using a series of vats to extract the dye, representing a proto-industrial chemical process. Cotton production was

decentralized but massive in scale, fueling a textile industry that supplied the entire Indian Ocean littoral. The silk

industry in Bengal became so dominant that it eventually competed with Persian and Chinese varieties in the

European markets.

Sugarcane and Opium

Sugarcane was a high-input, high-output crop that required intensive irrigation and long-term land commitment.

Opium, primarily grown in Bihar and Malwa, became an essential commodity in trade with China and Southeast

Asia, laying the groundwork for later colonial trade patterns.

The Role of the Zamindars and Mansabdars

The economic structure was held together by a hierarchical distribution of power and revenue-collecting rights.

Understanding the distinction between these roles is crucial for grasping the Mughal socio-economic fabric.



Feature Mansabdars (Jagirdars) Zamindars

Origin Appointed by the Emperor 
(Bureaucratic).

Hereditary local elites (Traditional).

Land Rights Rights to revenue (Jagir) but not 
ownership.

Claim to a share of the produce and 
local land rights.

Mobility Transferred every 3-4 years to prevent 
local power bases.

Permanently rooted in their ancestral 
territories.

Military Role Required to maintain a specific 
number of cavalry (Sawar).

Maintained local forts and local 
militias.

Monetary System and the Silver Influx

The Mughal Empire maintained a Tri-metallic currency system, consisting of the Gold Mohur, the Silver Rupee, 

and the Copper Dam. The Silver Rupee(standardized at 178 grains) became the hallmark of the empire’s

economic stability. The 17th century saw a massive influx of silver from the Americas (via Europe and the

Philippines), which led to a phenomenon known as the "Price Revolution" in some parts of the empire, though its

impact was mitigated by the high demand for silver for hoarding and jewelry.

The Hundi System: Medieval Fintech

To facilitate long-distance trade without the physical transport of bulky bullion, the Mughal economy utilized the 

Hundi—a bill of exchange. Merchant bankers known as Sarrafs(Shroffs) operated an empire-wide network where

a merchant could deposit money in Surat and withdraw it in Bengal or Agra. This system included insurance (Bima)

and discount rates, showcasing a highly developed financial sector.

Trade and Manufacturing: The Global Hub

India under the Mughals was the world's primary manufacturing hub, specifically for textiles. The "putting-out" 

system (Dadni) was prevalent, where merchants advanced cash or raw materials to artisans, who then produced

finished goods for export. Bengal was described by travelers as a "paradise of nations," exporting massive

quantities of silk, muslin, and saltpeter (used for gunpowder in Europe).

Export-Import Dynamics

•  Exports: Textiles (calicoes, muslins), spices, indigo, saltpeter, sugar, and opium.

•  Imports: Horses (from Arabia and Central Asia), precious metals (gold and silver), luxury goods (velvet, wine, 

clocks), and dried fruits.

Challenges and Failure Modes: The Agrarian Crisis

Despite its brilliance, the Mughal economic model faced systemic challenges toward the late 17th century. The 

Jagirdari Crisisarose when the amount of available fertile land (Paibaqi) was insufficient to satisfy the growing

number of Mansabdars. This led to increased pressure on the peasantry, as Jagirdars—knowing they would be

transferred soon—tried to extract maximum revenue in the shortest possible time.

Peasant Resistance and Flight

When the revenue demand exceeded the surplus, peasants often resorted to Zamin-rezi(abandoning the land). In



many cases, this economic distress translated into armed rebellions, such as those of the Jats, Satnamis, and

Marathas, which were as much economic protests as they were political or religious movements.

Technical Comparison: Mughal Economy vs. Contemporary Systems

To understand the unique positioning of the Mughal economy, it is helpful to compare it with the contemporary

Ottoman and Safavid Empires.



Metric Mughal Empire Ottoman Empire Safavid Empire

Primary Revenue Direct Land Revenue (Zabt) Tax Farming (Iltizam) Crown Lands and Trade 
Monopolies

Currency Stability High (Silver Rupee) Fluctuating (Akce) Moderate (Abassi)

Trade Focus Export of Manufactured 
Textiles

Control of Transit Routes Silk Monopolies

Industrial Base Decentralized Artisanal 
Production

State-controlled Guilds Royal Workshops 
(Karkhanas)

The Economic Legacy of the Mughal Empire

The Mughal economic system successfully integrated the Indian subcontinent into the early modern global

economy. It created a standardized currency, a sophisticated financial instrument in the Hundi, and a revenue

system that was so robust that much of its terminology and structure were later adopted by the British East India

Company. The empire’s ability to generate immense wealth through agricultural surplus and manufacturing

excellence allowed it to sustain one of the most magnificent courts in history and fund architectural marvels that

remain global icons today.

However, the lack of institutional investment in mechanical labor-saving technology, combined with a rigid social

structure that discouraged the rise of a political bourgeoisie, meant that the empire remained vulnerable to the

shifts in global maritime power. As European companies moved from being mere traders to territorial sovereigns,

they inherited a sophisticated but over-strained economic engine that they would eventually pivot toward colonial

extraction. The Mughal era remains a testament to the power of administrative centralization and the incredible

productive capacity of the Indian peasant and artisan within a structured imperial framework.
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