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Question: Describe the various stages of the development of
capitalism and its historical background.

Answer:

Capitalism is not just an economic system; it is a profound transformation
in the way society thinks and lives. Roughly speaking, it is a system where
the means of production (such as factories, land, machinery) are privately



owned, and the main objective is to 'earn profit'.
1. Historical Background

Capitalism did not emerge overnight. It was born from the ashes of the
decline of medieval Feudalism.

Renaissance: The ideological changes that occurred in Europe between
the 14th and 16th centuries promoted reason and science. This sparked a
desire for trade and new discoveries among people.

Geographical Discoveries: Travelers like Vasco da Gama and Columbus
discovered new sea routes. This caused European trade to become global
rather than just local.

2. Major Stages in the Development of Capitalism

Historians have primarily divided the development of capitalism into four
stages:

(i) Commercial Capitalism (15th to 18th Century)

This was the initial phase of capitalism. During this time, the main source
of wealth was 'trade,' not ‘production’.

Merchants bought raw materials cheaply from distant countries and sold
them at high prices.

The rise of trading companies like the 'East India Company' occurred
during this era.

The state provided protection to trade, which is also known as
Mercantilism.

(ii) Industrial Capitalism (Late 18th to 19th Century)

The Industrial Revolution that took place in Britain around 1760 changed



everything.

Profit now came not just from selling goods, but from Mass Production
using machines.

Adam Smith, in his book 'The Wealth of Nations," advocated the
‘Laissez-faire' principle (the principle of non-interference), meaning the
government should not interfere in business.

The gap between the 'Bourgeoisie' and the 'Proletariat’ deepened during
this period.

(iii) Financial Capitalism (Late 19th to Mid-20th Century)

As industries accumulated a great deal of money, they began to rely on
banks and financial institutions to run themselves.

Power shifted from the owners of factories to banks and the stock market.

Large corporations began to capture the market (Monopoly). This is also
known as 'Monopoly Capitalism'.

(iv) Contemporary or Global Capitalism (1945 to Present)

After World War 1l, especially after the 1990s, capitalism spread across
the globe.

Globalization: Companies were no longer confined to one country but
became Multinational Corporations (MNCs).

Technology, the internet, and data have now become the new ‘capital’.
This is often called 'Digital Capitalism".

Conclusion

In summary, while capitalism has brought technology and prosperity to
the world, it has also presented challenges such as inequality and
environmental issues. From its origins in feudalism to today's digital age,



capitalism has repeatedly adapted itself according to the times, and this
is its greatest characteristic.
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