Monash-Warwick – Global History Teaching
Unit 2 – Global Trade

Week 4. The European East India Companies and their Intercontinental Trade

1. The East India Companies

- General features of the East India Companies

1. Formed to supply European markets with Asian manufactured goods.

2. Trade in the Indian Ocean was unpredictable and very expensive
3. It needed the mobilization of vast resources by the action of governments. 
- The Chartering of Companies

1. They were joint stock companies: financed by a multitude of small shareholders
2. They used the concept of ‘perpetual life of an organisation’
3. They enjoyed forms of privilege or monopoly over the routes to Asia given through a charter of patent.

4. Merchants could diversity their capital across a number of investments.
2. Early Starts: The Portuguese
The Portuguese trade to Asia was organised by a chartered trading company called ‘Careira da India’. 

- Key features

1. It was originally controlled and organized by the Portuguese Crown 
2. It controlled key the trading ports such as Goa (1610), Malacca (1511; lost in 1641 to the Dutch), Macao (1557), Nagasaki (1571) and anther 75 smaller outposts. 

- Changes in the second half of the sixteenth century

The relationship between the Careira (the trading company) and the Estado (the political power) are changed:

1. From the 1560s the Crown signed a series of contracts giving over trade on the Cape route to private parties (Fuggers and Welser & the Milanese – Rovellasca)
2. Shrinking of the Crown’s participation in the intra-Asian trade.

- Decline

1. Portugal became part of Spain in 1580. 
2. After 1640s the Dutch republic took advantage of the situation.

3. The Age of the East India Companies: Foundation

- Netherlands


- “Pre-companies,” 1595-1602


- Verenigde Oost-Indische Compagnie (VOC), 1602-1799
- England


- English East India Company, 1600-1709


- Re-chartering of 1650


- United East India Company, 1709-

- France

· Compagnie des Mers Orientales (1615)

· Compagnie d’Orient (1642)

· Compagnie Royale des Indes Orientales, 1664-1719

· Compagnie des Indes, 1719-1769

- Demark

· Danish East India Company, 1616-50

· Second Danish EIC, 1670-1729

· Danish Asiatic Company, 1732-1807

- Austria

· Oostende Company, 1723-32

- Sweden

· Swedish East India Company, 1731-

- Brandenburg

· Asiatische Handlungskompagnie (Emden), 1745-65

4. How did Trade Conducted?

- Possibilities for Trade

Access to commodities could happen in three ways:

1. Barter with your goods (sell European cloth in exchange for spices) – little success.
2. Paying in cash (silver):
-  in India and Indonesia bought textiles, spices, chinaware, tea & cowry shells - then sold in Europe

- in China and Japan they bought silk, porcelain, lacquer and a range of decorative luxury goods as well as tea.

3. Barter someone else’s goods (sell Indian cloth in Southeast Asia for spices).
- The production of goods

Advance contract system using agents who advanced money to local producers. The whole system relied on close networks of information across the region, and agents travelling to seek out the villages of skilled and reliable weavers.

In both India and China - they brought models or patterns of what they wanted - and these sophisticated manufacturing centres of export ware produced the goods.

- A Problem of Time

- Outward trip - Netherlands to Batavia - 9 months

- Voyages from Batavia into SE Asia to secure goods - 1 year

- Voyage home - Batavia-Netherlands - 9 months

5. The VOC
The VOC history can be divided into four phases: 

1. 1602-50: The Foundation Years

-period of expansion

2.  1650-80: The Golden Age

- Period of prosperity. In 1630-70 annual profit was 2 million guilders; annual return on invested capital  was 6%

- The Dutch created genuine monopoly over the nutmeg and cloves. 

- General contraction of the European economy in 1660s and 1680s.
3.  1680-1720: Years of ‘Profitless Growth’

- The decision was to expand the Company.

- In expanding the Company had to change its product mix.

- It lost control of Formosa and the special advantages of its access to Japan.

- Burden of the labour force: 

- in the 1650s-80s 4,000 men a year went out on the East Indiamen.
- at a time of declining population in the Netherlands.

- 1 million men set sail for the Indies in the Company’s history - only 1/3 ever set foot in Holland again 

- It was very expensive to keep up and administer territories that span from Japan to the Spice Islands to Ceylon. 

- From 20 ships per year in the 1680s to 38 in the 1720s but revenues from the sales of goods rose only 78%

4. 1730-1795: The years of ‘The Unprofitable Giant’

- Huge costs and falling trade revenue in Asia and narrowing gross margins at home.
- The inter-Asian trade shrank.

- There was increasing inefficiency of its employees & corruption of its officials.

- By 1780 the States General supplied the Company with 58 million guilders subsidy over a period of 5 years.

- The final act was in 1795 when the Republic itself collapsed.

6. The EIC
- The EIC and the VOC

1. The EIC was not under government control
2. it was poorly capitalised
3. late in acquiring key fortified trade enclaves in India. 

4. The EIC left the intra-Asian trade (the so-called country trade) in the hands of officials. 

- The Success of the EIC

1. The EIC had better access to silver from the Americas
2. The EIC specialised in trade with India, in particular Gujarat and Coramandel Coast for silks and cottons
3. The EIC drew on funds of the London business
4. The official policy was to renounce to force

5. Country trade to private merchants.

- The EIC in the Early Eighteenth Century

1. By the early eighteenth century the EIC was a gigantic organisation with capital worth in 1708 £3,200,000 subscribed by 3,000 shareholders 
2. It sent 20-30 large ships a year to Asia - value of annual sales between £1,250,000 and £2 mil.

3. bullion made up 80% of goods to be sold in Asian markets

4. Asian rulers protected alien merchants - & fostered trade - it increased their tax wealth

5. 1720s EIC value of sales exceeded those of the Dutch. 
- The East India Company in the Second half of the Eighteenth Century

-1756 Battle of Plassey 

- The EIC used the surplus of Bengal’s taxation for purchasing cargoes of Bengal goods for London. 

