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TF]E COMMETTCIAT ACT'trVITY II"i SRi I-ANI{A DUITING

DUT'CH OCCUFATION : 17rH AND 18rH CIihlfUIdIES

S. Anuzsi\ra*'

Iniroeluction

llri l,anka is sirategicall,v iuiportant country in South Asia and strategicali-v

locatecl in ttie Indian Ocean. it provicies facilities for iire nations fronL the Far

East :rnd .,nrest Asian regions could easilv arlirre there. The abr-rnctant natural

resol-lrces ancl the location in the Inciian Ccean were ver,i' conciucirre an.i

aitlactecl the foreigners, specially the Europeans. .v",tt' couirl e,a-*il-"' identiff ifig

atiracticns tluor-rgl-L the different names givt-:r'i to Sri Lanka 1,"y cariv travelels

ancl from other foreigners note. After closing of Constaritinople iri 1453 A.D,

the Europeans started to appear in the ScutLL r\sian '',rrate;:s. r\i this jurtcture,

i1 the l6iL centurv, the Europeans, for thei;: pc;litica1, ec{rr-lotr,ii- ali,:t r:'cligious

prorrotions cafi'le to Sri Lanka. The Eulopeans r^,,arrteri tc) e;th'-in( e tJie e,:orulmic

p::ospelity thlotigl-r the spice abui-idantl1, availerbie ir i this rc':g.ion aird proPagate

the religion Cirristlanity. Thev lvarrteci to achleve tilese ii-.ior.rg1l' i)re politict-r1

por,Vel'.

The Arrival of the Dutch

The Pcrtugr:ese arrived in Srj Lanka(in i 505) befo;'e one h,-lrrd,:e-'c1 ernd fi,ct.r

lhree i:ears anci h,aci fulfilled iheil ambitions. li, it,58 tne DuLl-cil ]-rrc,ught tlLe

co.untr:1r under their controi frorn the Portuguese aircl helC it fol cne l-ru-ndreci

anci thirty eight vears. The Dutch capturecl rnost of ihc Portug-ueEe bases in
Sli l,anka. Tl-rey fc11or.^ze<1 t1-re socio- ecol-romic, proiitics ancl adrrini:;trative set-

tip of ti-re lrorttigr:ese ancl utihzei them for theii bene:fits. Tiris erLableci li-re

Port'"rguese to prlrmote their econornic- activi tie-^ in a gi:eater r,'ray. Fr:riher, the

Duich establisi'rr:cl the Dutch llast [nc]ia Ccmpanl, and carried or:t tl'reir

ctrrnmer'cial activities. Througir thls it \^/alr verl/ y;eii undeistood t1-Lat the Dutch
established the Dutch East India Company a.nd carried cut iheir comnLercial

actirritl ancl established their political control ovel the tlastel;:r regions for
theil economic prosperiiy. The superlor e:ccnornic i:esolr.l:ces and the Navai
Poi,ver oi the Dutctr enabied thern to take oizer tl'Le domnation of the Indian
Ocr',an pariiculariy in the',azaters arotind Siouthc,,rn incl-ia and Ceylon. The DutciL

mastery was established {or a lorLg time.
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The Relation with the king of KandYThe Relation with the king of KandY

The entry of the Dutch into Indian waters in the beginning oi the 18'r'

century with hostile intentions against Portuguese commerce and porver

seemed therefore timely. The King of Kandy the Rajasingha 11 wanted io

expel the Irortuguese and had soughht the ailiance of the Dutch' It was onh'

in 1538 after consolidating their power in Batavia tl-rat a long dialogue resulted

in a defi.nite alliance between the Dutch and the King of Kandy' By a treaty

signed in this year the Dutch promised to assist the King in his war with the

portuguese, and in return the King granted them the monopoly of the major

articles of the trade and a rePayment of expenses incurred in the war' This

treaty r,rras similar to many other treaties the Dutch contracted rvith Asian

Kings against the Portuguese. The Kings was desperate to qet rid of the

Portuguese, and p,epaied to sign away a trade morioloir in return for

necessary naval ur-,d *ilituty assistance. For the Duich, tl''e islan'-is Cinnamon

was the great price, for the sever-rteenth centul\- cliinamo:' i'ad becorre a

mostprosperousspiceinEuropeantrad.e,anditspricesan,lsa].esincreased
immenselY.

TheDtrtchandthekingofKandvmaintainedagoodrelationsand
expelied" the portuguese little1y iittle from their strong holds in the island.

in 1635 AD - The Dutch took The Eastern coast ports of Trincomaiee and

Ba tticalloa

In 1640 AD . From the West the strong forts of Ga11e and Negambo rr.ere

caplured.

Atrucewasconclud.edinEuropebetr,veentheDutchrepu,:-..andthe.
Portuguese" This was declared belatedly in sri Lanka in 1545AD l''e <ins of

I(ancly becane increasingly suspicious of Dutch intentions ir C'"'rnThe

Dutch put a halt in the places which they had captured fron-' ii'e P:::!rquese'

They dlmand.ed. the King to pay large some of mone\- for this -r"'r'ir-' ::-'e truce

was ended. and hostilities were renewed in 1652 and the-, pa;ci''e; r-rp the

quarrel between them.

TheywereabietopressthePortugueseandfinalh-rn1555err:el,edthem
f.o* .,r"ry inch of the south west of Ceylon. Finallr- ther- capturei that region

in L656.Through the quick exped.ition to the North in 1558 ther had easily

annexed Jaffna and Mannar'

The Commercial Policy of the Dutch

The Dutch commercial policy was entirely differed from the Portuguese

(Through strategic points).The p.iioa of Dutch rule was of a great significance

to sri Lanka,s ucor]omic development.It was during this time that decisive

step were taken towards the incorporation of the island ry-fre"*"9a9
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world economy. Ttre Dutch had desire d

to control the areas that produced

valuable spices and tl^Lel e by master ti-reir

suppiy. 'I'hev cperated Lhjs policy in

Ceylor-, anci took over the rich cinnamon

lands of the coast as v:e11 as ihe ou'tlet:r

for the sPices.

The Dutch East iirdia Company (VOC)

Thjs ComPanY vras a joint stock

corporatiorL and forrred in i 602 A.D

primarily for the purpose of Eastern

trade and colTlmerce in the Indian Ocean

and it was reacly to assume soveleign

rights of manY Pa.r'is of Asia. The

headquarters r:f their A-sian

administration tr'ras at Batar'!a,Java

u,here the Governor Clenelal and his

Council locigeci. 'Ihe Govertlor lv?rrj the chief exeiutjve officel anc1tl-re council

of officers assisted him. His authorit'-v extended o-,'erall Dutch territories in

the coastal island anci the ports along the fishe::.,, coast on the mainland aclcss

the straits. The lsiancl r,vas divided into three large aclmitlistrative Provinces

centerecj arortnd. Jatfna,. Coiombo anC Gal1e.

Their cler-r.r economic policies heiped lliem lo r-ontroi over the

adurinistraiive machinery. Their rnain i.rLteniion of tireir econor'ic policv was

"to gain more profit r,r,ii-iiin a si-toll period". They rvanted io get more profit
within their a,.ln,inisirative controliecl ar:eas. On this birsis tkre Ioliowing
methcds were aclopted:

1. Wanted to increase the products from th.e r-rative l:risoltrccs/ increase the

internal products in order to maintain the interral rrone.i exchanges.

2" To avoid the clepencience florn othel countries.

Though the econoniic benefits were prioi:itizecl , their economic activities

in the l.TtL and 18ii'centuries rLo doubt impi:c.:ed the econornic conditions of

Sri Lanka-

The I)utch adopted the tfu'ee i:ire econornic systems to im.prove their

economy, the trade, the agricruiture aiid the industry. Rut they garze inrportance

to the trade and deveioped the otl-Ler sectols in connivance wiih it. Tlrey

concentrated in the foreign and inlernal trade.
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The Administrative Policy

As per the policy of Dutch East India Company (voc) the heaciquarters
has carried out the administration and the trade rn the South Asian region.
Through the administration, the Dutch wanted to gain the rnarimum profit
in the island's economic sources and this created a remarkable oeriod rn the
economic history of Sri Lanka. They not only established u gooj commerciai
network between the European countries ancl the oriental-nations and also
gave importance to the trade in their administration and politics.

The government of Ceylon receivecl its instructions from the Batar-ian
government and it coordinated its Dutch policy ancl activities in the East. The
administration orer the island by the company was divicted into tracle, civii
and military. 'Ihe trade officials were responsible for the trade related activrties.
The key officiais were Netherlanders and the suboldinates were natives. The
native officials had functioned as the intermedialies bet,uveen the Dutch high
officials and the natives. This was motivated that the Dutch pr-rrsued clearly,
defined econornic poiicies required to have a greater coltrol over the
a dministrative machinery.

The Governors who were responsible for the island had plavecl ke,v role
in drafting economic policies and change of policies according to the situation.
They had to carry out the orders from Ho1land. 

,

The covernors Van coerrs and Mact suvker were ver\ mucir concernecl
about the implernentation of the economic policies in Sri Lanka. Tire Governor
collenesse was responsible to get the order from Batavia to get the land for
alternate to the Coffee cultivation. There were con-fhcts and criticisms of the
Dutch Governors regarding their econoriic activrties especialiy Van Goens
asricultural activiiies were highly criticized. During van Imhoff,s rule there
\^/ere economic fluctuation in the island. The Dutch relaxed their economic
policies when the commercial ships of Britain and France appeared in the
Indian Ocean. At the same time they maintained their accounts though there
were some cor-ruptions.

Economic Sources

In sri Lanka, there were good number of economic sources in the 17tr.
and l8tr'centuries. They were natural resotlrces and cultivated or produced
by the Dutch. For their lucrative trade there were Red and BIue preciorls slones, 

_diamonds, Marsh lands, Cinnamon prants, common plants, spices and
Elephants in plenty.

a1 r,:i:ff1r:rs!F.1e1:-
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Cinnamol, caldam-ont, LrePpel:, areca nut' prearls' diamonds' elephanis'

paddy, cotlon, chaya root, cloths, sait, tirnbel , coconut, cocol'.ut oii, ropes o{

cocoirut fiber.s were the rnai.n cornmodities of the Dutr-:h. Man.7 rr{ thern were

e.xportecl froflr S{i Lanka. Few gtlods r't'ere irrported 'The1' had the fuli contr:ol

of il" exported anct imporied comrnodrties and thelebv to achieve the profit

i1 the corrtlr-1€IC€. But they priirrariiy concentla-ted in the export irades of

Cinnarnon, PePPer, ca;'damom, alt'icunuts aird' eleplraris'

Cinnamon

Ihe rain fed commerciai crop cinrramon becorne one of the inost lttcrative

and pr-ofitable spice expor:t trade from Sri Lanka. The Dul':n har'1 m'ainly

concentr.ated jr-r the spir:e tra,1e. The Sri I-aukan cinrLamotr tlatde had gairiecl

pgpularity in the European markets because cf its qualit-v anLl vaiLle' Cirurarnon

*n, gro*.. naLurally in Kotte and in I.Lar-rdyan kingcio::r:rs as well as rcrorn tire

coastal'ir.r, of Chiiio to l\4atara. TI-re Dutch wel.e very careful in geiting

processed thr. Cir-rnailon. They even vel)' Ciplornatically hanciied the pciitica'L

situaticir of Kandv and Ko1.te in order to get the Cinnarrton witi-rout an1'

,--listurbar.Lces. Tlrere ,"vas a separate administration for getting the Citinar.on

in pr.oper.rvay. A separate cfficial were appointed to co11er:t ti'ri'- Cin.nan^,';u

and the Clmlias (peelers) n'ho peeled the Cinnamon'

The Cinnan-ron department became e\/ei:I more irnportant tlran befc,-'e. It
-,vas headed by a Dutch ofl'icer but the native org5anization r las mair-rtained.

The air:rual clemancl for i1-re European and Asian markets rvere caiculateci in

adr.ance ancl tl-re otficei'ill-charge appoltioned this dernancl am-ong I]ne: Cjt;ilias

of the drlferent villages through their headmen. Tlie dernand tend to irrcrease

evelvyeararrciitw-asnecessarl/lokeepthechalinsaskillecila-bor:forceat
rnaximurn strength, Prices aiso tented to increase in the l'7ti' centurv ancl sc

the cirrr.amon r.t hich was collected at negligible expense froni Ceylon vvas a

great sculce of profit ir: the company. Tl'Le demand for the cirrrrarnon in Europe

andAsiarvas5:landtheDutchdecicledtcwards theendoftl-reruletocultiverte

cinnarnon piantations around Colonbo.

The Dutch sought to monopolize it's trade to get rr,cre profit frr-'n-, the

cirutamon trade with their sr,rpenor Navel Power anci controi ot the seas the

Dutch had this trade at their mercy. They aclopted the {cllovu-ing methods to

gain plofit over their trad-e.

L. I(ept tlie Ciruramon groiving areas uncier their controj and vigilarnt.

2. They had the control and rzigilant over the cinnarnon exportiug potts

and other poris
3. Tirey ordered the local companies to give cipamon Lc the Dutch only

4" A1i r,,,'ho CorrL€ to tracle in the island hacl tc carry Dutch passes and ci-rnJine

their trade to one of the larger ports Colombo, Gal1e or Jaffna'
-_-r_--T-
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"ff* Cmrumon trade clearly showed the Dutch commercj.al ambiiion

in Sri Lanka.

The other Commodities

The Dutch not only concentrateci itr cinnamon to gain monopolr on their

trade, but also gained control over the other comrnodities

Pepper:

The Dutch were more interested in getting of pepper. Thev iost the

Malabar pepper trade and wanted to gain it from sri Lanka. Thev tried to

cultivate it in1720in different parts of the government controlled areas in Sri

Lanka. The Ceyion pepper was in good quali.ty and they put a bar for private

pepper tradein 1739. Governor Gollensse had concentrated on PePPer trade'

Cardamom:

The cardamom also attracted the Dutch because there was a demand for

cardamom for 1000 € every year in Europe'

Areca nut:

This was also gained the attraction of the Dutch and thev profited frorn this

trade. Though the Dutch held the monopoly of the erport of areca nut in 1670'

tl-rey cannot handle it all aione and permitted the private individuais to export

tt in1697, But they hac to pay 7/5 Rix dollars for every annam. At the same

time the internal individuals wele barred from purcirasing ii' The Dutch faced

some problems time to time in areca nut trade

Elephants:

The eiephant export fetched high value. Elephant rtust have been a

valuable trade commodity from the period of the Jaffna kings. The Dutch had

continued. after the Portuguese. It fetched high prices in the 17'r'and early 1B't'

centuries because of the demand in the Mughal empire and the Nayakdoms

of the South. During the peak of the tracle they fetched annually up to 200,000

Dutch florins .Buyers were the wealthy merchants of Bengal, Golconda and

Tanjore who paid in Silver and Gold coins. Under the Dutch the export of

Etephant was a Company monopoly and the proceeds were credited to the

Dutch treasury .But it created. a large deficits in the second half of the 18'r'

centuries and caused a shortage of money in the countrY'

TOBACCO

Another item that brought cash into the country.,vas tobacco. There must

have been some cultivation in 17th century. But only in the 18'r' century that

this procluct reached the heights. It became an important article of export and

June 2017

-ffi



The lnterllationaIJournalfor Economics and Bq lllisj-l&nggea1gnt---rryj112=Eq:-al5!-

ctcc,rpiecl arr ii'nportant place in the -oco11omy of the pet-Linsula' There 'tvars a

burgeouing ciemand for: ]affna Tobacco in Soul'ir Llaiab;rr -A rcport t:[ i783

proiid"u:;cme detariled staiistics of this trade. f i ai-'peais tha't anrLr-ial)ir f1'o"'

Lne miilit ir tg I ,?r$,J,0CC pounds of Tcl',acco lea-zes r .'ele expol:ted frcr.L iaffr:ra.

Thebe:;tqr-ialitTTobaccohadfetchecial;outits.120 pet c;rndy (of 5C0 nounds)

it wers caiied, as Queeir of the cash grcup in Ja.ffna arc'i made a rer.,oltition in

the Jafina economY'

Pearl Fishery

Tl.ris prorrirles a lucrative income to llie Dutch state and also bl-or:gi-,t

moneys ir:, ttr the country an<1 geli.erzrted economjc ar:iivjtJT ltrhen a fisher,t'

tvas on. lt',rtarS a seasor.al. ancl depel,rled On h.o''t' r'vt"ll tLre pearis gro"r'and

maiu,ed. Near. Orm.us i1 the East Cinam bay, and bei'arer:i r Karori';a krtmari

in Sor-ilh lnclia arrd Sr.i Lanl<a. The r,vealth/ buyc't's' ci p]earJ.s frorn India,

Persia ancl Alali ports i:arne to l,Aairr:ell L'J bu','peelrls it775's, the revenue

frorl fisherv heid off ihe coa-'t oI Ariopu r"ias Rs'b0,500'

Agricultrrral Activities

'Ihese \^/ere lllarll/ e,'(rellral iea-SLr1ls {or 1he Dutch Lo invoive i;r the

aglicriltr-ua1 aciiviiies. l'llev i:rought i.lie ricr: for n''iiitarY irom Br:ngal,

Coromandal coast, Tanjoire ancl Mathurai. They illought ihat, ji 'arould be

benefir:ial iI thev prorj.u-ce tl-ris rice in Sri Lar]ka. 'Iirus, thei'' stopped prorriding

rice to the armeil forces ano macle ihem to produce rice. 'Ihe-v coni'ei'ieci tl-ie

barron iancls into a crop growing lands. They bror-rght ihe slaves floln sc'uti.,

In,ciar anci introivecl therrr in the aglicultural i'vork. J.rltu S Shc.r,rf eCj.

their ir-Lterest ovei the agricultural cleveiopment. Ti-re Lruich foiLilv''e,1 the

tr-aciiticnal ancl the moelernagricultui:'e systeirL in the padC,y cuiti';.riit'rr. l-irr:

(luvernc.rl Van Goens ha,1 concen-trated in this atgricuiture. During -i663'-Lb"iC

A.D the Dutcl-r i-righly prr.lfitecl iroil this ;caddy c'.iitivation'

The Dutc}L <-.ultivated other crops like cction, cira;ia root, c:ccollut al'lc1

they tr;, to il'Lr:rease their" profits. Tlie1, goi- rruch profit f ';c'ni IVtatrnaL, IrcrorLeria::i

a.1d Varuri regions. f'he Chaya r'oot .,,l,as r:ultivatecl in i(arainagar-, lvlarn:-La,r

and Va;lni cliiimed high riemand.

Irrigation Developrnent

To increase the agricultur;rl plr.:oucts the Dr.rtch concentrateci in the

ii:rigation developrnent. The klorvic,ilge they gerined in FIoiland iegardirLg

irrigation techniqi:es helped therrr to calry r:ut tleis svil-cri:t ilr Sri Lanka. Tl-Le

aba:rclonet1 irrigation tanks bf itre Poliuguese lvere repaired br; ihe Dutch

and ,fevelopeci the irrigaticn system. fire lJlubokka tar",.k in the Souihern part

cf sri Lar-rl<a \'vas a gooc exar;rple' The,rz canied r:ut successfui irligation wcr:ks

in Ruhrinu , as .weii as ihey l,.:organizecl ttre ir:rigation r,'rorks in the

Akkaraippatu and c,rirer plact:s in thelfleastetn coirs;ta1 areas Thr:;r 19111]ec!
June 2017 Vclume 6 lssue 2

:.



The lnternational Journal for Economics and Business Ma

e coastal areas of the Counir):T1

d.eveloped the ."t aterways. The Dutch developed the annicuts, tanks and the

canals fcx tl-re irrigation systems, ancl it helped for the internal trade, exports

ar-Ld imports of the countlY.

lndustrial Initiation

Like the irrigation activities, the Dutch concentrated in the development

of industrlr. They encouraged the cotton cultivation to increase the textile

products. They br.ought weavers and dyers from south lndia anc settled them

in Jaffna and Mannar for the development of this work. Ner'r' techniques were

introduced to this industry. The dyed clothes \\'ele exported to Batavia and

South Inctia. They concentrated in producing sugar' ]aggen- and others

Pyirnvrahproductsline.TheycutthesestonesandusedforthePort
constitution and exported to Nagappattinam in South lndia But the iaborers

facecl legal constrains and found clifficuit to continue their r'r'ork

Taxes

One of the important revenue generated alrears was collecting Tax by

the Dutch to various items. They leaved taxes to almost possible items The

most important among them were land tax (land registration) number of

personal taxes ( poil-tax, professional tax, adikari tax, personal labor service

tax, (Llliyam), taxes on land and its produce, tax on garden and fruit bearing

trees and grain tax. Like this they leaved taxes and improved their income'

Conclusion

Tire Dutch overall showed interest to increase their income through

ilifferer-rt commodities. From 1665AD to 7670 AD the income of the Dutch

was high in the isiand. The scholals say that this period was a peace and

harmful. There were number of causes responsible for the downfall of their

economy ancl constrain in the development. They were mainly: invasions,

rebellions, poiitical conflicts, natural calamities, poverty, some wlong policies

of Governors, and corruptions of some of the Dutch officers' The historians

and economists pointed out the above reasons' In spite of the above leasons/

the commerciai developments were an important milestone in the Dutch rule'

K.M.de. Silva says the stagnated economy of Kandv r,vas developed during

the Dutch period. The scholars saY even the strong economy of Jaffna was

built by the Dutch. The barren lands were converted into cultivable and

productive land.s. Number of sma11 industries r,vere also developed' The

commerce of the Dutch, made aware of the economic lesources of Ceylon to

the w-esterners. Thereafter, it 1ed to the commerciai prosperity of the British'
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