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This paper represents the first conclusions of a new research project that is still in its 

preliminary stages.  Current accounts of global history have argued that the late 

eighteenth century was a crucial period in economic integration [Bayly (1989); Frank 

(1998); Hopkins (2001)].  From the 1770s to the 1800s Europe’s trade relations with 

Asia changed from the supply of Indian cloth and Chinese tea managed by European 

chartered companies into a much more complex pattern of trade in cloth, silk, indigo, 

sugar and opium from India, and tea, sugar, bullion and silk from China, that 

dominated the regional trade of Asia, and represented a large part of the international 

trade of Europe and North America.  This was accompanied by British territorial 

imperialism in India, and the institutionalisation of imperial power within the British 

state.  In the early nineteenth century the increased export of manufactured cotton 

yarn and cloth from Britain to India disrupted the established patterns once again, and 

led to a further re-orientation of trade and finance between Europe, Asia and North 

America. 

 The purpose of this research is to re-examine the growth and dynamics of 

European ‘private trade’ - the trading and financial networks that developed in late 

eighteenth- and early nineteenth- century Asia outside the control of the English East 

India Company (EICo.).  These activities led to the rise of a significant expatriate 

business community in India, especially in Calcutta, with links to Continental Europe, 
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http://docuPub.com http://neevia.com http://neeviapdf.comChina and South-East Asia, and North America, as well as to London.  Historians of 

the global economy in the eighteenth century who are not India specialists have 

tended to underplay the role of that region - and particularly Bengal – in the system of 

trade and finance that pre-dated and presaged the British industrial revolution [Ward 

(1994)]. The large literature on the rise of British rule in Bengal after Plassey has 

meant that the export economy of eastern India has usually been studied only in 

relation to the activities of the English East India Company, and the relationship 

between private trade activity in India and the British domestic economy have largely 

been ignored. As the Company’s trading activities diminished in relation to its 

political role, and as the Company itself weakened and lost viability as an agent of 

international trade, so it has been easy to identify events in Bengal mainly with the 

rise of formal British imperialism, and to overlook the activities of other agents that 

connected the region to the increasingly globalised international economy of the age.  

  

The growth of private trade by Europeans in Asia in the late eighteenth century, and 

of the Agency Houses that managed much of this activity, is well-known.  However, 

most studies of this subject have relied largely on official records and have used it to 

address issues in the history of imperial expansion. Thus the classic accounts of such 

activities have concentrated on the political and economic relations between private 

traders and the Company, rather than evaluating their activities as an autonomous 

business sector [Greenberg (1951); Furber (1975); Marshall (1993); Morse (1926-29);  

Nightingale (1970); Tripathi (1959); Webster (1997)]. 

 Many of those involved in private trade in Asia were Scots.  The trading 

activities of Scottish merchant networks in this period have been extensively studied 

for the Atlantic economy, especially in connection with the tobacco and sugar trades 
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less work has been done on Asia [Bryant (1985); Parker (1985); McKillop (2001) are 

notable exceptions].  This project turns the focus away from government and military 

service towards the business networks that were built up in Scotland, London and 

Asia around private trade.  Preliminary research has already suggested that the 

coherence and intensity of private trade links among merchants of Scottish origin in 

Asia were more intense and significant than has been thought.  Such conclusions will 

lead to re-assessments of the importance of business networks in Asian trade, of the 

impact of these networks on economic activity in India and China, as well as in 

Britain, and of the creation of landed, professional and business elites in late-

eighteenth century Scotland. 

 The financial structures of the Company Raj, with its increased needs for 

income, loans and remittance, provided the superstructure for the activities of private 

traders.  Some of the Agency Houses, and many of their clients, derived a substantial 

amount of their income from salaries, perquisites or contracts provided by the 

expansion of the Company as a military-fiscal state.  However, the activities of private 

traders should not be interpreted simply as a by-product of the process of imperial 

expansion.  Networks for the supply of goods, capital and remittances often reached 

far beyond the borders of the imperial system, to incorporate important interests in the 

Continental European, Atlantic and Pacific economies, and in the internal economies 

of India, China and South-East Asia.  In setting up business networks, and adapting 

them to changes in the economic and political environment, merchants and financiers 

relied much more heavily on private contacts than they did on institutions of imperial 

governance.  
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Portuguese and Dutch, as well as less substantial bodies such as the Ostend 

Company), of Company servants and British army officers, of British and foreign 

‘free merchants’ (traders and investors operating on private account in the Asian 

economy), and of Europeans, Indians, Arabs, Chinese and others in the ‘country 

trade’ that placed India at the centre of a web of trading activity that stretched from 

the Persian Gulf to the China Sea, have been researched by other scholars.  Most 

accounts of the country trade have tended to stress its diversity, vitality and 

decentralized nature, although some do recognize the arrival of new, more centralized 

structures under British control by the late eighteenth-century. [Furber (1975); Das 

Gupta (1987)].  New research suggests that by the 1790s the country trade had 

become dominated by a coherent set of business networks centred in London, Calcutta 

and Canton (and connecting these three centres together) that provided an institutional 

network for private traders and investors.  The lead here was taken by David Scott, 

who retired from a twenty-year business career in Bombay in the mid 1780s to 

establish the house of David Scott & Co. in London, in  association with William 

Fairlie (who was also a leading partner in the largest Agency House in Calcutta), and 

with close links to Portuguese and Danish trading houses (which depended on Scott 

and Fairlie for finance) and to agency houses in Canton and Penang (staffed, in part, 

by Scott’s nephews).  The dependence of Danish trade in Asia in this period on 

British finance has been well-established, and Scott came under attack as Chairman of 

the Court of Directors of the EICo. following revelations by his political opponents of 

his involvement with the merchant house of Duntzfeld & Co. in Copenhagen, and of 

Fairlie’s role in financing trade in Danish ships between India and Java, and between 

Java and Europe [Felbaek (1969) 239; Philips (1951) xix, 104-5, 176-7, 203-4)]. This 
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coherence to the regional and international trade of Asia that matched anything seen 

earlier in the Atlantic economy. 

 By 1800 Scott and Fairlie had built up an extensive multinational business 

network.  The core partnerships in London (David Scott Junior & Co.) and in Calcutta 

(Fairlie, Gilmore & Co.) were closely linked together - a link that was symbolised by 

the fact that William Fairlie was a partner in the London house.  They exchanged 

copious amounts of information, and made advances to each other to facilitate trade 

and remittance.  Fairlie, Gilmore & Co. had extensive trading links (legal and illegal) 

with China, Batavia, Manila, New South Wales and the Malay Peninsula.  The next 

most important link in the chain was the connected partnership in Canton and Macao - 

Beale, Reid & Co.  This firm, which was a predecessor of the more famous Jardine, 

Matheson & Co., dealt heavily in opium (involving connections to the Portuguese 

ruling elite at Macao), and also in cotton and furs imports to China, and exports of tea, 

sugar and bullion from China to Asia, Europe and North America.  Andrew Shank, a 

nephew of David Scott, was a partner in this firm for some years in the 1790s and 

1800s [on the opium trade of this period see, in addition to Greenberger (1951), 

Chang (1987), Pinto (1994), Trocki (1999)].  Another of Scott’s nephews - Robert - 

ran a trading partnership at Prince Edward’s Island (Penang), before moving to 

Calcutta [for a diagram of these networks, see Tomlinson (2001), 83]. 

 One result of such activities was that British firms controlled a good deal of 

the shipping used in the major trade routes between India and other countries, both 

within Asia and outside.  Tables 1 and 2 provide estimates of the extent of this activity 

for the second half of our period (data for Bombay and Madras is not available before 

1802).  During the 1790s and early 1800s British shipping effectively excluded most 
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Napoleonic France and her allies.  Only American ships, which were protected by 

their neutral status, were able to challenge the hold of British shipping on 

international trade.  The absence of European ships caused some problems for  British 

private traders in India, who could not obtain enough space on East Indiamen to meet 

their needs, and the Company authorities reluctantly allowed India-built ships to be 

used to carry exports from India to London.  Indian merchant groups in the ports of 

the Bay of Bengal and the Indian Ocean had long played an important part in regional 

Asian trade [Prakash and Lombard (1999)].  Now British private traders dominated 

trade with China (where political connections with the Chinese Government were 

essential), but Asian entrepreneurs still played an important role in other places, 

especially in trade with the Persian and Arabian Gulfs, where Muslim merchants 

preferred to use Muslim captains and Indian partners [Subramanian (1996), 283].  

Indian-built shipping was at least of the same quality as British-built ships, and 

contemporary directories of ships and their owners demonstrate their importance in 

the 'country' trade between Asian ports [Mathison and Mason (1806); Bulley (1999); 

Milburn (1813) provides a good summary of the regional trading opportunites 

available to them].  There was extensive interaction between British and Indian 

merchants in both internal and external trade: this was the period often known as that 

of the 'Anglo-Bania order', in which Calcutta fully established itself as the most 

important port-city in Asia.  As the Company's Reporter of External Commerce in 

Bengal commented in 1804: 

'Exclusive of the security to property at the three Presidencies [of Bengal, Bombay 

and Madras], the most perfect toleration prevails in every subject relating to religion; 

and so long as the general laws of society are not transgressed, the Protestant, 
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their prayers to the Almighty agreeable to the customs of their own country.  The 

town of Calcutta is thereby increasing in population from various parts of India; a 

family of Asiatic Jews from Juddha [Jedda], of considerable opulence, have latterly 

settled in this emporium for commerce, and many more are expected from the 

numerous ports in the Arabian and Persian guplhs [gulfs]' [British Parliamentary 

Papers (1812b), 17-18]. 

 

The elucidation and demonstration of the significance of these business networks 

must await further detailed research.  However, even this brief background sketch can 

show that private business activity in Asian trade could yield significant profits that 

were remitted to Britain at the end of the eighteenth century.  The issue of private 

income flows between Bengal and Britain in the late-eighteenth and early-nineteenth 

centuries goes back to the classic concepts of the ‘drain of wealth’ that provided the 

foundation of the analysis of nationalist economics in the nineteenth century, and it 

has recently re-surfaced in a number of recent studies on late-eighteenth century 

Bengal [Datta (2000); Habib (1998); Patnaik (2000)].  The aim here is not to engage 

directly in a critique of this work, but to complement it by suggesting an appropriate 

methodology for constructing estimates for gross income flows.  This estimate is not 

the equivalent of net resource transfers by means of unrequited exports or capital 

movements, but it provides a useful indicator of the effect of business activity in India 

on British incomes, and also has the advantage that it can be calculated by direct 

methods. 

 The key to constructing a set of estimates of income flows is the assumption 

(which is justified by the documentary evidence) that the bulk of Bengal’s export 
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capital from India to Britain.  By the late-eighteenth century, the purpose of the 

EICo.’s annual ‘investment’ was to purchase goods in India that could be sold in 

London to meet the costs of military and civil expenditure in London, and the 

servicing of debt there.  Indeed, the Charter Act of 1793 laid down that, once a 

dividend of 10% had been paid on shares, the profits of the Company’s trade should 

largely be used to meet the ‘Home Charges’ [Tomlinson (2000)].  For private traders, 

Company servants, and the increasingly large number of British and Company army 

officers and contractors, speculation in indigo and cotton cloth, as well as in raw 

cotton and opium exports to China and South-East Asia, was also determined by a 

desire to remit to Britain the proceeds of their activities in India.  Thus trade figures 

for Indian exports to London, plus evidence of direct remittance through bills of 

exchange, provide the starting point for any estimate of income flows, but one that 

must be used with care.  What follows is based on inference and assumption – later 

research should provide a more precise picture. 

 

Privately-held British capital in India – the profits of trade and industry, government 

corruption and military spoils - was remitted from Calcutta to London in the 1790s 

and 1800s by a number of mechanisms. The easiest and safest way to remit from India 

to Britain was to purchase bills on the East India Company.  The Company could not 

raise enough revenue, or sell enough imports, to finance the purchases of cloth that it 

made each year.  In the 1780s a proportion the Company’s annual exports from 

Bengal were financed by raising ‘subscriptions’ from private capitalists in India, who 

paid rupees into the Treasury in Calcutta in return for bills in sterling payable in 

London.  This arrangement ceased in the 1790s, but was replaced by the opening of a 
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export from the Agency Houses of Calcutta, paid for by bills on London, and by the 

issuing of ‘remittance loans’ which were bought in rupees to be redeemed in sterling.  

From the data scattered through the published primary source material we can assume 

that up to half of the average annual value of the Company’s exports in this period 

represented private remittance [National Archives of India (1959-76)].  The balance 

of the Company’s ‘investment’ was financed by the revenue surplus of Bengal (often 

negative in this period given the high military expenditure), the sale of imports of 

British goods, and the export of bullion to India.  In 1798-9 the Company sent £1 

million in specie to Bengal to purchase its ‘investment’, in 1799-1800 it sent a further 

£1 million in sterling to Bengal, and between 1802 and 1806 it  exported £5.6 millions 

worth of silver bullion from London to India to fund its purchases there [Tripathi 

(1959), 56; Milburn (1813), 185]. 

 Company bills were not available in sufficient quantities to meet remittance 

needs, and the exchange-rate that the Company offered was not always favourable.  

The second-best method of remittance was to send goods (raw cotton and opium) to 

Canton, where the proceeds could again be lent to the Company to finance its annual 

purchases of tea in return for bills on London.  This route was used by extensively by 

British remitters from Bengal, but also by others.  However, some proportion of the 

trade in opium and cotton was conducted by local merchants and investors in India 

(notably Parsis in Bombay and Armenians in Calcutta) who did not wish to remit their 

profits to London.  There was also a substantial British participation in the regional 

trade of South-East Asia, but there was no independent route to London here – 

remittances from the country trade had to go from Calcutta or Canton.  The balance of 
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the (re)export of  coin and bullion from  India or Britain to China. 

 If Company bills were not available (or of the remitter wished to conceal from 

the Company the extent of his wealth) other, less secure, routes were available.  It was 

not possible to ship large amounts of private trade goods directly from Calcutta to 

London before 1813 except by selling these to the Company (apart from a short 

period in 1799-1801 when a shortage of shipping forced the EICo. to allow country 

ships to bring Indian exports to Britain).  Under the 1793 Charter Act the captains of 

Company ships were allowed a private trade allowance of 3,000 tons per voyage, an 

allowance that could be stretched by judicious smuggling.  However this tonnage was 

also inadequate, and greater capacity existed on foreign ships – those of the other 

European East India Companies and, after 1800, of the United States.  Shipping goods 

on foreign ships was illegal for Britons in India (and Britain was at war with Holland, 

Portugal, Denmark and the United States at various times during our period), but the 

use of sleeping partners and false identities (combined with the personal interest of the 

Calcutta authorities in not enforcing the rules) got round this problem.  Foreign ships 

could also be used to send goods to Canton and Macao, and the proceeds used there to 

help finance purchases of tea, especially by the Americans.  Using foreign carriers for 

goods was risky, and depended on establishing networks that incorporated merchants 

in Lisbon, Amsterdam, Copenhagen and the United States. 

 Given these complex structures, it is very difficult to construct a 

comprehensive series for private income flows from India to Britain.  No estimates for 

British remittance through foreign shipping are available and the amounts involved 

may have been small.  However data on direct remittances from India to Britain 

through the purchase of East India Company bills on London in India or at Canton is 
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the Fourth Report from the Select Committee … on the Affairs of the East India 

Company, May 1812 [British Parliamentary Papers (1812a)].  These data are 

reproduced in Table 3 [note that they are a revised and improved version of the 

calculations that first appeared in Tomlinson (2001)].  The figures listed in Rows A1-

5  suggest that remittances of private income through bills of exchange were quite 

large - a total of over £23 million by bills of exchange over the 18 years from 1793 to 

1810, plus another £25.8 million through the export trade to London.  The latest 

calculations for Britain’s balance of payments for this period, which conclude that 

‘transfers from India ... could have covered the  compounded expenses abroad in the 

French wars up to and including 1810’, are based on much smaller estimates of an 

annual average net transfer of less than £0.5 million [Esteban (2001), 68: Table 1 line 

18].   These data have implications for those working on the economic history of Asia 

in this period, and especially on the connections between India and the global 

economy.  They also fit well with the conclusions of some recent work [notably 

Patnaik (2000)] that colonial activity provided a significant element in the creating the 

supply-conditions that shaped the British economy during the first phase of 

industrialization. 

 

While the estimates provided in Table 3 are tentative, they certainly suggest that the 

size of private remittances between India and Britain, representing the repatriated 

profits of the ‘empire of enterprise’ of British citizens in Asia, were considerable. The 

leaders of the 'private trade' interest in Britain had their headquarters in London, and 

also had a close working relationship with the East India Company, which they 

needed to provide shipping space and remittance bills. David Scott, in particular, was 
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Company twice in the late 1790s and early 1800s. Because of this, some accounts 

have identified 'private trade' with 'City' interests - conflating their activity into a 

version of the 'gentlemanly capitalist' explanation of British imperialism [Webster 

(1990)]. However, in reality their activities and interests were distinct from classic 

City operations in the Company, which were concentrated in the 'shipping interest' 

that made money by hiring ships, charging for freight, and lending money to the 

Company, and by arranging insurance and other services for its voyages [an estimate 

of the income made from these activities will be found in Table 3, Rows B6-9].  If 

there were gentlemanly capitalists involved with Asia in late-eighteenth century 

Britain, then they are to be found here. However, the leaders of the 'City interest', 

notably long-term Directors of the Company such as Baring and Bosenquet, opposed 

the private traders within the East India Company Directorate, and resisted pressure to 

loosen the Company's monopoly of trade to and from India and China [on the 

activities of Barings in this period, see Hidy (1949)].   

Private trade, by contrast, was financed by the profits that were made by 

British (and other European) business activity in Asia, and was organised in London 

and Calcutta by Agency Houses. The partners in these firms argued for the abolition 

of  EICo. control over trade between India and Britain in 1813, and allied with the 

'northern manufacturing interest' to lobby for this [British Parliamentary Papers 

(1812-13); British Parliamentary Papers (1813-14)].  The rationale of these firms was 

to encourage trade from India to Britain, especially in indigo, that would assist in the 

remitting of Indian fortunes to the UK, and also to encourage the opium trade to 

China for the same reason.  These firms all had connections in London, but their 

London associates largely undertook merchanting activity, managed investment 
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acceptances of bills of exchange). Thus they remained politically and functionally 

distinct from the 'shipping interest' majority on the EICo. directorate.  Their activities 

were not those of the 'City, or of 'gentlemanly capitalism'; their interest was in 

remitting surpluses from India, not in developing the invisibles trade of London. 

 The London Agency Houses remained dependent on the activities of the 

expatriate business sector in India (represented by firms such as Fairlie Gilmore & 

Co. in Calcutta), and other British residents in India. Their power was strongest before 

1813, when the existence of the East India Company monopoly gave them a 

privileged position as manipulators of that system, and restricted the penetration of 

Asian trade by other business interests in Britain. With the ending of the monopoly, 

the writing was on the wall for the established Agency House system, as well as for 

the 'shipping interest' in the EICo..  Thus, by the time of the Charter debates in the 

early 1830s (which ended with the abolition of the EICo.'s monopoly in China) much 

had changed. By now the 'private trade' interest in India and London had collapsed 

because of systemic crisis in indigo, and in the Indian export economy generally), and 

the parsimony of the Government of India.  The organisation of Indian opium exports 

to China, which represented the largest single item in world commodity trade by this 

time, was now centred in Canton - especially in the hands of Jardine, Matheson & Co. 

- and allied with 'northern manufacturers', 'southern financiers' (like Barings), and 

some opium interests in western India (mainly Parsis) to push for the opening of 

China, and the further globalisation of trade and finance.  China now took over from 

India as the centre of British ambitions in trade and finance in Asia for the next 

twenty years, and became the next subject of the fantasies of both free trade 

manufacturing interests and London-based financial interests. 
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One of the distinctive features of private British trade in Asia in the 1790s and 1800s 

was that its mainspring lay in the East, not the West. In an important sense the 

‘empire of enterprise’ that we have identified in India acted independently of the 

official activities of the East India Company as a trader in Canton or a ruler in Bengal. 

The common foundation of both private trade and remittance, and the military and 

commercial activities of the East India Company state in India, lay in the taxable 

capacity of the Indian producer. Much of the capital that financed private British trade 

in Asia was earned by profiting from the activities of the Company state, which 

provided military commissions, supply contracts and other salaries and perquisites. 

Once Bengali peasants and handicraft workers could no longer compete in 

international markets for cotton cloth, indigo and opium after 1815, the wealth that 

fuelled Calcutta-based networks of private trade in Asia dried up, and British activity 

in India and beyond transmuted into the more conventional modes of the 

metropolitan-based imperialism of free trade and gentlemanly capitalism.  
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	Destination/Origin
	
	Table 3: Income flows to Britain from activity in India, 1793-4 to 1809-10, in £’000s

	A
	PRIVATE REMITTANCE FROM INDIA TO BRITAIN

	4
	Total Bills of Exchange
	5
	Total private remittance
	
	B


	PRIVATE INCOME IN BRITAIN FROM COMPANY ACTIVITY
	6
	Freight and demmorage
	7
	Interest on annuities and bonds
	8
	Dividends on stock
	9
	Total income from Company activity
	C
	OTHER TRANSFERS FROM INDIA TO BRITAIN

	10
	Company payments to British Government
	11
	Total income flow to Britain from activity in India



