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PREFACE

T H E development of Indian foreign trade for a period of
100 years from I757 is naturally associated with the political
and commercial activities of the East India Company, the
sole survivor of the European trading companies.

Very good accounts of the way in which the volume and
value of this trade increased during certain periods have been
given by English writers, mostly from the English point of
view. Romesh Dutt’s monumental work on certain aspects
of this trade, as an illustration of his main thesis in connec-
tion with the land revenue system of India, is an attempt of
permanent value written from the Indian point of view.
Next to the volume and value of this trade, the subject of
Indian tariff has also attracted attention in the past, and has
been treated both by English and Indian writers, who have
arrived at opposite conclusions in many instances.

The present work deals with the subject of Indian foreign
trade from a different standpoint. Emphasis has been laid
throughout on the character and dirvection of this trade, with
reference to their reaction upon Indian rather than upon
English or foreign economic conditions. As such, a careful
analysis of the principal causes and influences which affected
the trade in these respects and led to the increase in its
volume and value has been made. The plan has been con«
tinued in the period 1857 to 1893, which witnessed the full
development of ‘the tendencies that were set going in the
previous 100 years.

The author believes that such a treatment of the subject,
for the periad covered by this work, is the first of its kind,
though there is no lack of material both of original and
documentary nature, which has hitherto been not available
or not easily accessible. Also, that the revolution brought
about in the foreign trade of India between 1857 and 1893
was, to a large extent, due to the improvements in the
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viii PREFACE

overseas means of communication and the Suez Canal has
been explained from the purely Indian point of view for the
first time.

The general reader who is interested only in the present-
day trade may find the material herein given not very
interesting reading. But if he should be interested in
knowing how the few items which constituted the Indian
foreign trade have, in the course of 135 years, developed
into the great variety which this trade had in 1893 and
continues to have to-day, how India’s trade relations with
some of her principal customers began, and what were the
influences at work which brought about the great change, .
he may find information from essential data presented
here.

‘ The present can be understood only with reference to
the past.” In these days, when the revenue from Indian
foreign trade has become the mainstay of Indian fihance,
exceeding that derived from land, and when all future hopes
of the increase of the income of the Central Government are
bound up with this trade, a correct understanding of the
sources of this revenue is very essential. ’

There is another reason why greater emphasis is likely to
be laid on this subject in the future. The future industrial
development of the country has been definitely linked up
with the tariff policy of the country, and we have already
seen some of the effects of this change. A great increase in
revenue and wholesale protection to industries are mutually
inconsistent, a fact which presents many a tough problem to
the statesmen and the legislator. So far the historical study
of tariffs in India has been made mainly from the standpoint
of politics. Now, it has to be studied with reference to its
effects upon the industrial development as well as upon
the finance of the country; and this naturally increases
the great need'of understanding the country’s foreign .
trade.

A bird's-eye view of the political and trade situation in
India during the fifty years previous to Plassey forms the
subject of the first chapter.

In the second chapter it has been shown, by means of
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original evidence, how the English East India Company
eliminated all trade rivals from the foreign trade of India,
how its servants turned both the internal and external trade
into a monopoly for their own benefit for some time, and
how this resulted in a drain of wealth and capital from the
country for which there was no commercial return.

The third chapter, based upon original documents, is
devoted to a discussion of the manner in which the East
India Company turned the foreign trade as well as the
production of the articles entering into it into a virtual
monopoly for itself, and what reaction this had upon the
manufactures and production of the country. The begin-
nings of changes in the character of the trade towards the
end of the eighteenth and the beginning of the nineteenth
century under the influence of external forces and their
results have also been fully discussed.

The fourth chapter attempts an account of the removal
of the Company’s monopoly, and of all restrictions and
restraints that had been laid upon the trade, especially that
of the Indian tariff. It has been shown that the internal
tariff system of India had no small share in depriving the
country of its export trade in cotton manufactures, in her
Asiatic markets. The emphasis laid on the culture of raw
materials has been fully developed.

The last chapter makes a critical examination of the
three principal forces which affected the foreign trade of
India between 1857 and 1893, and ascribes its phenomenal
growth and development to the improvements in the means
of communication and to the systematic reduction of the
Indian tariff. An estimate of the reaction of these causes
on production and on the welfare of the people of the
country has been made.

All conclusions arrived at are fully supported and main-
tained by authoritative evidence, to which full references
have been given for purposes of verification.

Full advantage has been taken of the voluminous material
which is available in a scattered form in the archives of the
India Office Library and Record D;partment, the British
Museum, the Customs Office Library, and in the Libraries
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of the London University and the London School of
Economics.

Rigid historical and chronological sequence has not been
adhered to, as the main purpose of this thesis is economic ;
historical instances having mainly been utilised for the
illustration of economic facts,

The author’s thanks are due to his teachers, Dr. Gilbert
Slater, of Oxford, and Dr. V. Anstey, of the London School of
Economics, who helped him 1n this work, both by their
valuable criticism and suggestions, and by examining it
while 1t was being prepared. He is also indebted to his
teacher, Professor Bowley, for his suggestions regarding the
handling of the statistical material of this book. Sir
William Foster, with his vast knowledge of the treasure in
the India Office, has materially assisted the author on
several occasions, which help is acknowledged here with
gratefulness.

The author takes great pleasure in acknowledging helpful
suggestions made to him in Holland and in London by Pro-
fessor Brij Narain, of Sanatam Dharam College, Lahore, who
also looked through the work at an early stage of 1ts
preparation, and the inspiration he received by the reading
of the works of Professor J. C. Sinha, of Dacca University.

Lonpon,
September 15th, 1932.



FOREWORD

S 0 M E ninety years ago Carlyle declared that it was * the
condition of the people problem ” that ought above all to
engage earnest thought in Britain. The same is true for
India at the present day, where the same combination of
intense poverty of the masses of the people, combined with
rapid industrial changes, underlies all the unrest and political
strife of the present day. But at least the Indian Uni-
versities, unhke ours in the days of the Chartists, fully
recognise this fact, and in recent years they have made the
study of Indian economics one of their chief aims.

For this great work they require to have as part of their
equipment books embodying the results of thorough research
into multifarious aspects of Indian history as well as existing
conditions. It so happens that for many of these detailed
investigations the material is to be found, not in India, but
in London, in the stores of printed books and manuscripts
of the British Museum and the India Office.

Dr 1. Durga Parshad is one of a number of Indians,
graduates and teachers of Indian Universities, who, often as
the result of difficult sacrifices of time and money, have
come to London in order to prosecute such studies. The
zeal and ability with which he has explored the records and
marshalled the facts relating to the particular subject, one
of great interest and importance, which he has chosen for
investigation, has received its due meed of recognition from
the University of London, and will be apparent to every
reader of this book.

GILBERT SLATER.

OXFORD,
September, 1932.
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SOME ASPECTS OF INDIAN
FOREIGN TRADE

17571893

CHAPTER I
FIFTY YEARS BEFORE PLASSEY,
1707-1757

Section 1
TueE PoriticAL ENVIRONMENT

A T the beginning of the eighteenth century, the whole of
India and Afghanistan was nominally under the Moghul
Empire, even the Polygars in the extreme south of the
peninsula paying forced tribute to the Moghul Emperor,
Aurangzeb.} .

The chief areas carrying on foreign trade were mostly
situated along the extensive coast line of the country. They
were served by the ports of Surat, Bombay, Goa and a few
subordinate ports on the Malabar coast, and by Negapatam,
Tranquebar, Madras, Masulipatam, Calcutta and a few
others on the Coromandel coast. Foreign trade had already,
to a considerable extent, fallen into the hands of the
European traders, especially of the members of the English
East India Company ; and their possessions along the sea
coast aided them greatly in prosecuting it.? But these
foreign traders had not yet penetrated far inland, and took
but a small part in the internal trade of the country.

Between 1707 and 1757 a tremendous change was accomp-

1 Joppen, Historical Atlas of India, Map No. 19.

e Iby e Maps Nos. 19 and 23.
LET, 1



z INDIAN FOREIGN TRADE

hished both in the political situation and in the position of
the foreign traders in India. The beginning of the change
was marked by the death of Aurangzeb under whose long
reign the country had attamned a measure of political and
economic unity. But forces of disintegration which were at
work even during his life-time began to operate very soon
after his death. Within seventeen years of that event, the
Deccan and Oudh became independent of the authonty of
the Emperor of Delhi, followed by Bengal in 1740 ; while
the Mahrattas under the vigorous administration of the
Peshwas and the Mahratta confederacy extended their
authority over the greater portion of central India and of
the western part of the Deccan. Their levies of chawth and
surdeshmukhi (fourth and tenth parts of the revenue) did
not spare either friend or foe.

In the south, as old age approached Nizam-ul-Mulk, the
ruler of the Deccan, many chiefs under him assumed the
title of *“ Nawab,” ? the rajas of Coorg, Travancore, Cochin,
and all the chiefs of Malabar became independent, while
sham rajas were nominated by Hindu and Mohamadan
usurpers in Mysore. '

Throughout this period wars of succession were con-
stantly going on for the throne of Delhi, leading to a rapid
accession and removal of as many as six important and of
many unimportant kings within the period of fifty years.
The Rajputs, the Jats, the Sikhs, and the Afghans threw off
their allegiance, which reduced the Moghul Empire, by the
middle of the eighteenth century, to the country between the
upper courses of the Ganges and Jamna, that between the
Jamna and the Sutlaj, and Gujrat which was still under a
dependent Moghul viceroy. The invasions of Nadir Shah
and Ahmad Shah Abdali gave the death blow to the Moghul
Empire, as well as to all hopes of a Hindu rule under the
Mahrattas.?

The change in the position of foreign traders was affected
partly by what was happening in the country, but mostly
by the following three events :—

3 Cf. Dodwell. Dupleix and Chys, p. 31.
* Joppen, op. est., Map No. 23.



FIFTY YEARS BEFORE PLASSEY, 1707-1757 3

Firsty the embassy of the English Company to the court
of the Moghul Emperor, Furrukh Siyar, in the year 1716.

Its sigmficance lies in the fact that although the Moghul
Empire was in the process of decay, the Emperor at Delhi
was still recognized as the sovereign from whom alone all
trade and other privileges had to be secured* Also because
the interpretation * forced *’ upon the privileges granted to
the embassy were, very largely, responsible for changing
both the political and commercial state of the country forty
years later. The need of the embassy arose from the
molestations and the arbitrary demands of the governors of
distant provinces to which the Company’s trade was said to
be subjected.

After a great deal of delay and expense ? to which the
embassy was put, a Royal farman was issued in 1717,
Among other things, it confirmed the exemption of the
English Company’s trade from customs throughout the
empire, excepting at the ports of Surat and Hugli, in the
former of which it had to pay a duty of 3} per cent., and in
the latter, a peshcush  of Rs. 3,000 a year, in lieu of customs.
The Company was also allowed to rent thirty-eight willages
adjoining Calcutta, Chuttanutty, and Govindpore for a
yearly rental of Rs. 8,121.

This farman was only a confirmation of the previous
Jarmans that had been 1ssued by the Moghul rulers, which
were invarjably obeyed at Surat and in the Deccan, and
just as invariably caused trouble in Bengal. A very brief
account of the previous farmans and of the circumstances
under which these were issued will be useful in understanding
the trouble that arose in Bengal, both before and after 1756.

The origmal trade agreement between the English
Company and the Moghuls was the one between the English
Ambassador, Sir Thomas Roe and Emperor Jahangir, in
1617. No formal farman was, however, issued, nor any

Y Cf Wilson. Early Annals of the Enghsh in Bengal, Vol II, Part II,

vi

® The amount of gifts and presents made has been stated to be £30,000.
Stewart  Hastory of Bengal, p 396

* An offering, present, or tribute to a great man, sometimes equivalent
to a quit-rent, the probable sense 1n which 1t 1s used here Hobson-
Jobson, p 7o1.

£



4 INDIAN FOREIGN TRADE

concessions granted to the English Company which were not
enjoyed by the other European trading Companies.! Among
other things, it was stated,

“ that the goods of the English merchants should be rated within
six days after being landed at any port, and after payment of the
stipulated duty might be forwarded free, to any other English
factory.”

And in a separate article,

“ it was agreed, that the rate of Customs on English imports
should be fixed at three and a half per cent. and two per cent. on
rials of eight.” (l.e., bullion.) ®

Shah Jahan, who was very friendly with the English
Company during his father’s lifetime, reduced the rate to
2 per cent. when he came to the throne. Towards the end of
his reign, Shah Shuja was the Governor of Bengal. When
the English Company's trade in Bengal suffered owing to
. . . the officers in the port, town, etc., demanding four
in the hundred Custom,”? its servants petitioned him for
redress in 1656. He commuted the Customs in Bengal for a
yearly peshcush of Rs. 3,000, and issued a nsshan or letters
patent to the English, and orders to the various rulers in
Bengal to the effect,

* that the factory of the English Company be no more troubled
with demands of Customs for goods imported or exported either
by land or by water, nor that their goods be opened and forced
from them at under rates in any places of government by which
they shall pass or repass up and down the country.” ¢

These concessions granted by Shah Shuja in. 16356 are
generally associated with the name of the English surgeon,
Boughton, who is supposed to have successfully treated a
favourite wife of Shah Shuja. Whether these concessions
were to be permanent, or whether they were meant for the
English Company, or for Boughton himself, are matters of

* Foster. Embassy of Sir Thomas Roe to India, Vol. 1., pe xl ~xlv , 260.
* Bruce. Annalsof the Homourable East India Company, Vol. 1., pp. 176—

b ¢
72 Stewart, op. es., p. 538.
& Id. -
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considerable difference of opinion. Some contemporary
evidence points to their having been intended only during
the period of Shah Shuja’s Governorship of Bengal.?

In 1672, Shiasta Khan, as Governor of Bengal, ordered
that,

“

. whatsoever goods the said Company (English) shall
1mport from Ballasore, or any other place near the sea-side, up to
Hugh, Cassimbusar, Patana, or any other place i these two
kingdoms, as also what saltpetre, or any other goods, they shall
export from Patana, or any other place, to Ballasore, or any
other port to the sea; that you let them pass Custom free,
without any let, impediments or demands whatsoever * 2

His subsequent attitude was either capricious, or in accord-
ance with the farman issued by Emperor Aurangzeb in 1680,
by which he insisted upon the English Company paymng
3% per cent. in Bengal in the same way as it paid at Surat.
Aurangzeb’s farman of 16802 lends itself to’a double
interpretation, one of which would have exempted the
Enghsh Company from Customs in Bengal. But Shaista
Khan decided and enforced that which made the Company
pay 3% per cent. in Bengal also.

In 1686 to 1689 the English Company made war upon the
Moghul Empire on account of grievances agamst the
Governors of Surat and Bengal. This completely failed ;
and yet, when it was abandoned, Aurangzeb restored it to

! In a very interesting article—see Gabriel Boughton and the Grant of
trade privileges to the English 1n Bengal, by Sir Wilham Foster, Indian
Antiquary, Vol XI, Part D XI, September, 1911, the views of John
Beard who became' the agent 1n Bengal 1n October, 1684, regarding the
whole affair are gaven From these it appears that even 1f Shah Shuja’s
Grant was for the Company and not for Boughton in his individual
capacity, it could not extend beyond his time ‘¢ Yet notwithstanding in
the time of the several Nabobs and Duans we have had the privileges
continued from time to time till anno 1682, with much strugghng and
great bribes That the Emperor had given lis order to the Duan that he
shall take 3} per cent. of the English according as 1t 1s paid at Surrat,
except we bring a rewana (pass) that Custom 1s paid there.”

# Stewart, op ¢, p 539,

3 The passage from the fayman which is liable to two interpretations is
as follows *© * That 1n the said place (Surat), from the first day of Shuval,
1n the 23rd year of our reign, of the said people, 3 and a half rupees per
cent of all their goods, on account of Custom and poll-money to be taken
for the future And at all other places, upon this account, let no-one hinder
or molest them for Custom, rawdarree, peashcus, phirmaish, ete.” Ibid,
P 540.
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its former position after charging a fine of Rs. 150,000,
ordering that, *“ they follow their trade as in former times.”” 1
The Nawab of Bengal, Ibrahim Khan, who was very kindly
disposed towards the Company, interpreted the farman to
mean that the Company was to pay Rs. 3,000 as a yearly
peshcush in lheu of Customs. Prince Azim-ul-Shan con-
firmed this privilege in 1700. But difficulties arose soon after
Murshid Quli Khan's accession to the Nawabship of Bengal,
which induced the Company to send the Embassy to Delhi.

The Emperor’s instructions issued to the governors of
Gujrat and the Deccan were obeyed, and took effect
immediately after they were published. But in Bengal their
meaning was much disputed or evaded.? Still, in spite of
this, the farman legalised the position of the English
Company in Bengal and in other parts of India. As such, it
gave the Company an immense advantage over its European
rivals, particularly the Dutch and the French, who did not
enjoy any such protection.?

For some time previous to the application for the
Emperor’'s farman a great struggle -had been gomng on
between two rival English Companies, known as the Com-
pany of Merchants of London trading into the East Indies,
and the English Company trading to the East Indies. This
led to a great deal of loss through competition and the
exactions * of officers of the Court from both the Companies

2 Ibid,p 541.

3 Stewart, op cit, p. 40I.

® Cf Hill, Bengal, in 1756-57, Vol. I, pp. xxav and xxxin. In a slip
of paper pasted between pp. 130 and 131 of India Office Home Miscel-
laneous Series, No 6g (Diary of the Surman Embassy), 1t 18 stated .,
‘“ Pay Rupees 3,000 yearly at Hugly as a peshcush Rs 8,000 for Calcutta,
Govindpur, Socitaluty, and several other towps near the above towns, to
be granted to the Company.

Jx,zoo Pagadas yearly paid at Madras.

4,862 Rupees yearly paid at Vizagapatam and 4 towns more,

900 Rupees yearly paid for z of the last towns
v 700 Pagadas for Divy Island near Mectchlipatam.

At Surat at the time of Shah Jahan 2 per cent paid.

Aurangzeb 3§ per cent. Viz. 2 Customs and 1} Jiz1a (poll-tax)

Bahadur Shah 2§ per cent ™’

The-above 1s a summary of the payments which the English Company
was required to make both for Customns and Zimindari (quit-rents) tn the
various parts of India about the time of the Embassy

¢ Stewart, op. c1it , p 342. Footnote: “ It was duning thus period that
the great contest between the two Enghsh Companies took place in Bengal.



FIFTY YEARS BEFORE PLASSEY, 1707-1757 7

seeking trade privileges, in which the latter being the newer
and younger suffered more. By Godolphin’s Award, com-
pleted 1 1708, the two rivals were united together under the
name of the United Company of Merchants of England
trading to the East Indies. This union 1n 1708, and the grant
of the farman in x717, enabled the English Company to
enter into a thirty-six years’ period “ . . of silent inward
development, of sound finance, and of commercial pros-
perity,” ! which was interrupted only by their bid for
political power in India in the ‘forties of the eighteenth
century.

During this period, the wars of succession which were
constantly going on in central and north-western India
disturbed the industry and trade of the country Nadir
Shah also ravaged India and sacked Delhi 2 But the coasts
and Bengal, which were principally engaged in foreign trade,
enjoyed, relatively, a greater amount of peace and tran-
quillity, being too distant from the scenes of disturbances.
It is true that the growing power of the Mahrattas and their
levies did not spare even the peaceful regions. Apart from
this, however, nothing of importance occurred to disturb the
foreign trade until 1746, when the European war of Austnan
Succession extended to India, and involved the English and
the French Companies, two of the principal agencies of that
trade. This leads us on to the second event of importance.

The French under La Bourdonnais took Madras from the
English in 1746, and retained possession of it until the Peace
of Aix-la-Chapelle in 1749. This peace ought to have closed
fighting between the two parties in India, but 1t continued
“ unofficially,” because of the occurrence of certain events in
the Deccan in which both took a very prominent part.

In 1748, Nizam-ul-mulk, the Subahdar of the Deccan, died
at an advanced age. This led to struggles for the xuone
among his sons and grandsons. The situation was further
complicated by similar contentions in the Carnatic, hitherto
The Prince (Azim-ul-Shan) could not understand the subject, but took
bribes from both parties. From the old Company he got 16,000 rupees ;
and from the new 14,000 ”*

! Hunter. Hustory of British India, Vol 11, p. 382.
* See above, p 2,
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a peaceful part of the Deccan, in all of which the English and
the French took part on opposite sides.

By the year 1751, the French had succeeded in seating
two of their nominees on the throne of the Deccan (Muzaffar
Jang and Salabat Jang), while their ally, Chanda Sahib, was
the ruler of the whole Carnatic, except Trichinopoly, in
which the ally of the English, Mohamad Ali, had taken
refuge, closely besieged by Chanda Sahib.

At this stage Clive appeared on the scene, and successfully
attempted the relief of Mohamad Ali by attacking Arcot, the
capital of Chanda Sahib, and thereby diverted his forces
from Trichinopoly. Arcot was easily taken and then
besieged by the forces from Trichinopoly. The heroic
defence made by Clive and his few men against the hosts
of Chanda Sahib had the desired effect. The French gave
up all claims to Trichinopoly in 1752,

Bussy utilized the French influence at the Court of the
Nizam, Salabat Jang, then at Aurangabad, to the advantage
of the French Company for seven years. In 1753, he obtained
the assignment of the revenue of the Northern Circars for the
payment of the troops by which he kept the Nizam on the
throne, and supplied funds to Dupleix at Pondicherry. This
very territory passed on to the English Company in 1765,
as we shall notice hereafter.?

Between 1753 and 1756 the home governments expected
both the Companies to observe peace in India. But the
outbreak of the Seven Years’ War in Europe brought them
into hostility again in 1756 (May 17th).

Count de Lally, who was sent out to India to ‘* drive the
English into the sea,”” arrived too late (April, 1758) to shake
the position of the English, who had secured a firm footing
in Bengal before this. He captured St. David, but was ably
resisted by Mr. Pigot and Stringer-Lawrence at Madras in
1758, utterly defeated by Eyre Coote at Wandiwash in 1760,
and capitulated at Pondicherry in 1761. His surrender, and
the destruction of Pondicherry put an end to French
political influence in southern India, and soon affected their
trade also.

' Joppen, op. c3t. ; Map No. 22,
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Reference has been made to the firm position acquired
by the English in Bengal before the arrival of Lally in India
As Bengal and its trade played the most important part in
the foreign trade of India from 1757 onwards,! we may take
a little more detailed view of this province, which will
furnish us the third event of political and commercial
importance.

Unlike the other provinces of India, Bengal enjoyed a
period of peace and tranquillity during the fifty years under
review. This was rendered possible by the strong rule of
three capable Nawabs, who ruled over the province from
1704 to 1756. These were Murshid Quli Khan, 1704 to 1725°;
Shuja Khan, 1725 to 1739; and Ali Verdi Khan, 1740 to
1756 Whatever may have been their faults and short-
comings, they were sensible that much of the wealth of
Bengal was due to its external trade ; and they did every-
thing i their power to foster and develop it.

Of Murshid Quli Khan, the first Nawab, it is said that he
gave encouragement to foreign merchants, especially to
the Moghuls and Arabs, and insisted upon it that his Customs
officers did not charge them more than the prescribed duties
of 2} per cent. But he was jealous of the * fortified
factories > of the European Compamnies in Bengal, particu-
larly of the privileges of the English Company, which allowed
1t to trade in his province either duty free, or for a paltry
consideration of Rs. 3,000 per annum.?2 For increasing the
trade of the province and for introducing more nivals to the
English Company, he allowed the Ostend Company to trade
in Bengal, 1n spite of the opposition both of the English and
the Dutch Companies.® It was during his governorship of
Bengal that the English Company obtained a farman from
Emperor Furrukh Siyar, in spite of his efforts to prevent it.4
He complied with the Emperor’s orders regarding the
granting of dustuck or passports by the President of Calcutta,

* Cf. Abbé Raynal. Philosophecal and Pohtical History of the Settie-
ments and Trade of the Europeans vn the East and West Indies, Vol. 11,

P P Sewart, op. o
ewart, op. £sf., p. 394.
8 Ibid , pp 422—426.
¢ Cf above, pp. 3-4.
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enabling the Company’s goods to pass through, duty free
and the peshcush in lieu of Customs duties. But he strictly
forbade the English any participation in the internal
commerce of Bengal, s ¢., in carrying and selling the manu-
facture or products of one part of the province to another

Being conscious of the power of the Nawab, the servants
of the English Company gave up thewr pretensions out-
wardly, and restricted their activities to the sea-borne trade
But even the privileges allowed by the Nawab greatly
augmented the English Company’s trade, and led to the rise
of Calcutta which attracted Portuguese, Armenian, Moghul
and Hindu merchants who carried on their trade under the
protection of the English Company. Within ten years of
the Embassy, the shipping of Calcutta amounted to 10,000
tons, and its inhabitants enjoyed a great deal of freedom and
security.

The second Nawab, Shuja Khan, was a man of generous
disposition, averse to troubles and quarrels. He allowed the
English and other European Coinpanies the same privileges
as had been granted them by his predecessor.

Ali Verdi Khan’s treatment of the European Companies
in Bengal is said to have been rather strict than unjust. The
Mahratta invasions ‘dyring his reign compelled him, after
ten years of ceaseless opposition and varying fortune, to
grant them the cession of Orissa, and an annual payment of
12 lakhs of rupees instead of their claims upon the revenues
During this period of disturbance, he allowed the European
Companies to strengthen their fortifications, the English
Company having been allowed to begn the famous Mahratta
Ditch round Calcutta in 1744. He exacted large sums of
money from the Companies, the English being' made to
pay 3} lakhs, on the plea of the expense to which he was put
owing to the Mahratta invasions. This appears to have been
unwarrantable, owing to his inability to defend the Com-
pany’s property from the Mahrattas.

His dread of the European Companies and his strictness
towards them seems to have been due to his knowledge of
what was happening in Southern India about this time,
where the English and the French, through thewr influence
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in the politics of the states of the Deccan, had reduced their
princes to mere puppets. He had also heard of the capture
of the pirate Angria’s stronghold at Gheria by the English
sea forces under Watson, and land forces under Clive in
1755 While wishing, therefore, not to drive away the
European Companies from his province because of their

oContribution towards trade and commerce, he was deter-
mined not to let them interfere in the affairs of the state.}
These fears, and an abuse of their trade privileges by the
servants of the English Company, supplied the material for
a quarrel long before the accession of Siraj-ud-daula. And
the quarrel did take place soon after the death of Ali Verdi
Khan and the succession of Siraj-ud-daula.

Various causes contributed to it. The abuse of trade
privileges, particularly of the privilege in connection with
the Company’s dustuck, which was used not only by the
servants of the Company, but by the natives of the country
also, to whom it was sold for valuable considerations, was
one of the chief complaints of the Nawab,? At the same
time, there was a great deal of impatience on his part to
make the European Companies in Bengal realize that he was
on the throne, as well as to enrich himself by their possessions.

Hostilities commenced on the part of the Nawab by his
seizing the English Company’s fort and factory at Kasim-
bazar. Mr. Watts, the Company’s agent at Kasimbazar, was
*required, without success, to sign an agreement that the
Calcutta Council would demolish the new fortifications,
would give no protectibn to the Nawab’s subjects, and

1 Hll, op cet, Vol I, Chapter I

2 Cf Ied, p 1v , also Captain Ranme 1n hus letter dated Angust, 1756,
on the causes of the loss of Calcutta, says * ** The injustice to the Moors
consists 1n that being by their courtesy permitted to hve here as merchants,
to protect and judge what natives were their servants, and to trade
Custom free, we under that pretence protected all the Naboh’s subjects
that claimed our protection, though they were neither our servants nor our
merchants, and gave nur dustucks or passes to numbers of natives to
trade Custom free, to the great prejudice of the Nabob'’s revenue, nay more
we levied large duties upon goods brought 1nto our districts from the very
people that permiutted us to trade Custom free, and by numbers of their
mmpositions {framed to raise the Company’s revenue) some of which were
ruinous to ourselves, such as taxes on marriages, provisions, transferring
land property, etc, caused eternal clamour and complaints against ue at
Court ”* Hill, op. eat., Vol I1I,p 384
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would restore to the Nawab the losses suffered by his
revenues by the abuse of the dustucks.® These requirements
were the outcome of the other complaints of the Nawab
against the English Company.

The Nawab then marched upon Calcutta, which surren-
dered in June, 1756, after the defence put up under the
leadership of Drake, and then of Halwell. Those who
escaped suffered great privations and hardships for a period
of six months at Fulta.

The French and the Dutch were not spared by the Nawab,
the former having been made to pay a fine of 43 lakhs, and
the latter 34 lakhs. The Danes, the Portuguese, and the
Emdeners also had to pay; the first Rs. 25,000, and the
last two Rs. 5,000 each, respectively.?

When news of the happenings in Bengal reached Madras,
the Council arranged an expedition for its relief under
Adrniral Watson and Clive. It took almost six months before
the relief party reached Bengal. But having commenced the
work in Janumary, 1757, they soon succeeded in taking
Budge-Budge and then Calcutta, without much resistance
or fight on the part of the Nawab’s people. The Nawab,
though afraid of a fight, marched out of Murshidabad to
meet the English near Calcutta. A very desultory fight took
place in which the Nawab’s forces had the worst, after which
he agreed to carry out the demands made by the Englsh,
both as regards their trade privileges and the losses.?

It seems there was a considerable amount of evasion and

P Hall, op est, p. hix

2 Iind,p av.
b Treaty and Agreement with Swray-wd-davlah, 1757

List oF DEMANDS

Article 1 —That the Company be not molested upon account of such
privileges as have been granted them by the king’s Fumaund and Hasbul-
hookums That the villages which were given to the Company by the
Firmaund be hkewise allowed them

Aprticle 2 —That all goods belonging to the Enghsh Company, and having
their Dustuck, do pass freely by land or water, 1n Bengal, Behar, and Onssa,
without paying any duties or fees of any kind whatsoever

Avwtricle 3 —That restitution be made the Company of their factones
and settlements at Calcutta, Cossambazar, Dacca, etc, which have been
taken from them That all money and effects taken from the Enghsh
Company, their factones, and dependents, at the several scttlements and
aurangs, be restored 1n the same condition. That an equivalent in money
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postponement on the part of the Nawab in fulfilling some
parts of his engagements. But this time, 1t was the turn of
the English to show impatience with the newly-acquired
power over the Nawab. The Nawab’s courtiers and officers
were also generally dissatisfied with his capricious and weak
character. Chve took advantage of the growing dissatisfac-
tion against him, in entering into a conspiracy with some of
his chuef civil and mulitary officers for affecting a revolution
by which Siraj-ud-daula would be deposed in favour of a man
of his own lking. The man chosen was Mirjafar, who
promised to give full satisfaction to the English in the event
of his being placed on the throne of Bengal.l

be given for such goods as are damaged, plundered, or lost, which shall be
left to the Nabob's justice to determine

Article 4~—That the Company be allowed to fortify Calcutta 1n such a
manner as they shall esteem proper for their defence

Article §—That Siccas be coined at Allenagur (Calcutta) in the same
manner as at Moorshedabad, and that the money struck 1n Calcutta be of
equal weight and fineness with that of Moorshedabad. There shall be no
demand made for a deduction of batta

Article 6 —That these proposals be ratified in the strongest manner, 1n
the presence of God and His Prophet, and signed and sealed to by the
Nabob, and some of his principal people.

Article 7 —And Admiral Charles Watson and Colonel Clive promise, 1n
behalf of the Enghsh Nation, and of the English Company, that from bence-
forth all hostihities shall cease in Bengal, and the English will always
remain 1n peace and friendship with the Nabob, as long as these Articles
are kept 1n force, and rematn unviolated Aatchuson Treatses, Engage-
ments, and Sanads, Vol 1, p 181 (with shight pmissions)

3 The following 1s the Treaty between Mirjafar and the English signed
before the Battle of Plassey —

(1) Mirjafar to confirm all the grants and privileges allowed by Siraj-ud-
daula

(2) Murjafar to enter into an offensive and defensive alllance with the
British

{3) All Frenchmen in Bengal with their factories and goods to be
delivered up to the British. The French never to be permutted to resettle
1n the three provinces

(4) The Company to receive 100 lakhs for the loss sustained by the
destruction of Calcutta and for the expenses of the war.

(5) The European inhabitants of Calcutta to receive 50 lakhs of rupees
for their losses at the capture of that town

(6) The Hindus to receive 20 lakhs on the same account.

(7) The Armemans 7 lakhs.

(8) Omachand 20 lakhs

{9) The Company to be put in possession of all the land within 4Re
Calcutta Ditch, and 600 yards all round. -

(10) The Company to receive the zamindari of the country south of
Calcutta between the River and the Salt Lakes as far as Cvlpee

(11) The Nawab to pay the extraordivary expenses of the British
troops when required by hum for his own defence.”
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The Battle of Plassey, which followed this Treaty and
was fought on June 23rd, 1757, was won by the English
through the treachery and betrayal of the Nawab, by his
principal military officers, Mirjafar and Rai Durlabh.

Section 11
Mobpus OpPErR4aNDI OF INDIAN FOREIGN TRADE

The period beginning from 1707 witnessed the develop-
ment of some of the changes in the methods followed by the
European Companies in conducting their trade with India.
The Indian traders began to take, more and more, a
‘“ passive "’ share in the country’s foreign trade, while the
“ active ”’ share fell to the lot of the Dutch, French and
English Companies. Soon after 1757 the Dutch and the
French Companies too were reduced to a very urumportant
position. The story of Indian foreign trade from 1757
onwards must, therefore, be built around the English East
India Company.

The Portuguese who monopolized the Eastern trade in the
sixteenth century, and the Dutch who followed them and
copied most of their methods pursued ** armed traffic ” in
the East from the very beginning. They combined political
power and territorial acquisition with trade, although in the
end the dead weight of the former led to the ruin of the
latter. The territorial revenues acquired were never
-sufficient to keep up the grandeur and luxury of thewr
establishments, to maintain garrisons, and to send profitable
cargoes home every year.

The French started out as peaceful traders and observed
that policy up to 1744. Their early troubles with the Dutch
were not of their own making, but aggressions on the part of
the Dutch. Up to the period of Dupleix’s rule at Chandarna-

\H‘(xz) The Government not to erect fortifications on the river below
gl
(?3} The Articles to be comphed with within thurty days of Mirjafax's
being acknowledged Nawab. .

(14) The Company to assist Mirjafar against all enemics as long as bo
comphes with the treaty. i

Hull, 0p. cut., pp. cxci. and excii.
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gore, their resources were very limited, and so they could not
compete either with the Dutch or the English Company.
Their affairs never concerned the Moghul Empire during the
days of Aurangzeb, and their few possessions in India, in
spite of the efforts of Dupleix and his predecessors, continued
to be far inferior to those of the English in wealth, strength
and trade.!

The European Company that did concern Aurangzeb and
his governors in different provinces was the English, which
began to assert itself and to claim the right of fortifying its
factories or commercial stations. This was a great change
over the previous policy of pursuing peaceful trade in India,
under the protection of the Moghul government, laid down
by Sir Thomas Roe and followed up to about 1686.2 This
change of policy is generally ascribed to the Child brothers,
Sir Josiah and John, but was actually carried out by the
Court of Directors under the governorship of Sir Joseph
Ash. The war with the Moghul Empire, 1686 to 1689, was
an outward manifestation of that policy, though its result
showed “* the hopelessness of the struggle,” # and again
compelled the Enghsh Company to seek trade privileges
under the protection of the Moghul Empire  Still, it left the
conviction upon the Company that it could not any longer
trust to * fenceless factories ’; and so all the European
Companies went on fortifying their factories as opportunity
and occasion allowed them ¢ Not a little of the trouble that
arose in 1756 and before was the outcome of this change of
policy ; though 1t 1s very difficult to suggest what other
course, short of withdrawing their trade with India, could
have been followed by the European Companies. During

! Sputh. Oxford Hislory of India, p. 471

% Hunter, op cu, Vol. Il , p 245, and Foster Ewmbassy of Sw Thomas
Ros, Vol 1, gp xhut -xlv.

® Hunter, /bwd , p 265
" 41n 1786, when the English Company apphed to Nawab Shaista Khan
for permission to erect a fort on the bank of the Ganges, 1t was refused
But 1n 1796 there was a local disturbance in Bengal, when a powerful
Zamindar broke into rebellion against the Nawab, Ibrahim Kahn The
Nawab allowed all the European Compames to defend themselves by fort:-
fying their factories At the same time, 3t must be pointed out that the
European Compantes defied even the Nawab’s authorty within thewr
fortified factories. Note Siraj-ud-daula’s complaints i this connection.
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the troublous days of the break-up of the Moghul Empire,
the Governors of distant provinces could not protect either
themselves or the European Companies from the frequent
invasions of the Mahrattas, and from the civil wars that were
constantly going on in each province.

One result of the adoption of this new policy was that,
like the Portuguese and the Dutch before them, the English
Company came to look upon the supplementing of the
profits of its commerce by territorial revenues as necessary
for its “ armed trade.” This was a period of a new-born
admiration for the wisdom of the Hollanders in combining
taxation with revenue. "As early as 1687 the Directors wrote
to Fort St. George : 1—

Y]

. establish such a Politie of Civill and Military power and
create and secure such a large Revenue to maintain both at that
place as may bee the foundation of a large, well-grounded, sure
English Dominion 1n India for all time to come.”

Again, in their despatch to Bombay on the same subject,
they said :—

“ The increase of our Revsnue is no less the subject of our care,
and must always be yours, as much as our trade ; 'tis that must
maintain our force, when twenty accidents may interrupt our
‘Trade, 't1s that must make us a nation in India. . . .”" 3

On the western side of India the policy shaped itself in
withdrawing the Company’s headquarters from Surat to
Bombay, about 1684, and in making sufficient preparations
for 1ts effective defence by troops, fortifications, and armed
vessels in the harbour, and by a system of taxation to pay
for the defence. In south-western India, the presence of
Aurangzeb at the head of a large army maintained order
towards the end of the seventeenth century. This enabled
the Company’s servants at Madras to engage themselves in
constituting a2 municipal corporation, in establishing a bank,
and in laying down plans for a complete system of taxation.

1t MS Letter’to Fort §t. George, dated December 12th, 1637, Iadia
Office Letter Book No. 8, p 466

* MS Letter to Bombay, dated September 11th, 1689, India Office
Letter Book No. 9, p. 64.
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The Company was already enjoying some revenue in Madras
owing to 1ts zimindari rights over certain territory,

In Bengal it was in pursuance of this policy that the
English Company in 1698 requested and was granted by
Prince Azim-ul-Shan, the permission to purchase the villages
of Chuttanutty, Gobindpur, and Calicotta, for which it
paid an annual rent of Rs. 1,195. Later on, mn 1717, it
obtained permission from Emperor Furrukh Siyar for the
purchase of thirty-eight towns, adjoining the above towns,
for a yearly rental of Rs. 8,12x. But Murshid Quli Khan
disallowed the renting of the thirty-eight towns, and the
Company was not enabled to get possession of them until
1756.

So much in the domain of politics, and the change of
policy, the full effects of which will be noticed in the period
from 1757 onwards.

The following is a list of the important places in which
factories were established by the English Company at
different periods, before the union of the two Companies in
1708 :—

On the western side of India :

Cambay Surat Baticaloe  Calicut
Ahmedabad Bombay Mangalore  Cochin
Baroach Rajahpore  Tellicherry Anjengo

On the eastern side of the peninsula: -

v

Porto Novo Maslipatam Vizaéapatam
Fort St. George Ingeram Ganjam |
In Bengal : - - oo T

Balasore Cossimbuzar Lucknow  Lahore
Calcutta Rajmahal Brampore Malda
Hughli Patna Agra Dacca t

Besides these, the English Company had factories outside

=~ India in the Red Sea and the Persian Gulf, and in the Malay
Peninsula, Sumatra and Java.

In matters purely commercial the English Company

maintained the principle of .monopoly which, so far as

England was concerned, was quite complete up to 1793, and

1 Milburn. Oriental Commerce, Vol. I, p xliv,
LrT N
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only partially broken up to 1813. The losses and troubles
ansing out of rival companies and interlopers were greatly
reduced by 1708. After this, all trade between India and
England by private individuals was purely by the indulgence
of the Company, which was extended to only two bodies.
Firstly, the Commanders and Officers of the Company'’s ships
were allowed a certain tonnage on such ships, free of freight
charges.! But they were not allowed to export to India
military stores, woollen goods and copper. As early as
1620 to 1630, the Company’s servants in the East had
*“struck out a port to port trade for themselves,” which
had to be first recognized and then abandoned to them in
1660. The Company maintained a fleet of about twenty
vessels in the eastern seas for the purpose of distributing
goods brought from Europe and for collecting goods for
Europe.? Secondly, private Enghsh traders who were
allowed to settle down in India on payment of a licence fee
of £27 r0s., and the Company’s civil servants could take
part in the foreign trade, provided they did not export
calico, muslins, and piece goods, raw silk, and saltpetre
except under a licence from the Company. Up to 1757, the
other European Companies and indigenous traders took part
in the foreign trade through the grants and understandings
with the country government. After this, the monopoly of
the English Company became a two-sided affair, both in
India and in England. .

hl The following 18 the amount of the tonnage so allowed on India
ships .—

Tons. Feet
Commmander . . . . 30 329
Chief mate 6 16
Second mate . '} 32
Thard mate . . . -2 16
gutser . . e . . 2 16
urgeon . . . . . 4 3z
Snrgeon's mate 2 16 38 tous 32 ft.
Fourth mate . 1 24
Fifth mate - 32
Boatswain — 32
Gunoer . . o— 32
Carpenter .

. . . -— 3z)
Appendix 45 —Supplement to Fourth Report from the Select Commattee
on the Affairs of the East Ind:a Company, 1812, p 514.
* Hunter, op. cii., Vol. IL,, p. 165
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In maintaining its legal monopoly the English Company
observed the laws of supply and demand, which such a
monopolist has to watch very closely.

On the side of supply it kept sufficient quantities of goods
on hand, both in its factories in India and in the warehouses
in London. From time to time, complaints were made in
England that the Company had neither sufficient stocks on
hand, nor sold these at prices at which goods could be
obtained on the Continent. The fear of losing its privileges
in England, and of the rival supply, which could, and was
smuggled into England, kept the Company on the alert.
The demand for Eastern goods was regulated by the
Company through the mechanism of its bi-annual sales in
London in March and September. All Eastern goods
brought to England up to 1813 had to be taken to the Port
of London, and there disposed of at the Company’s sales.
Privilege and private trade goods were also sold at these
auctions, for which the Company charged the owners a sale
commission of 3 per cent. for landing, warehousing, and
selling. Goods could not be taken to any other port, in order
to prevent smuggling, and to facilitate the receipt of customs
by the Government of England. To adjust the conditions
of supply and demand, the Company was very much against
privileged trading, as tending both to increase the price of
commuodities in India, and to lower it in England.? Half-
yearly sales for the disposal of English and European goods
were held at the Presidency towns; and from 1809 these
sales were increased to four a year by the order of the
Directors.?

In its relation with the British nation, through the
British Parliament, the Company occupied a very peculiar
position. It is this which kept it from following all the laws
which regulate a monopoly. In return for the exclusive
privileges, it was required to do certain things which were
detrimental to its character as a trading body. For example,
it was required to deliver to the British Ordinance an annual

! Appendix No. 47.—Supplement to Fourth Report from the Select
Committee, 1812, p 2o
8 MS. Despatch to Bengal, dated September zgth, 1809, para., 23

c2
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supply of 500 tons of saltpetre at a fixed price of £31 per ton
in times of peace, and £40 in times of war, which at times
did not repay even the cost and charges of importing it.!
Again, it was required to export annually to the East
£10,000 worth of British manufactures, particularly woollen
goods—the palladium of British manufacture, which on an
average of many years could not be sold even at invoice
prices. The same was at times true of the export of copper
from England.? Over and over again the Company was
required to lend money to the British Treasury, at times
without interest, and at others at a rate lower than the legal
rate of interest in England. According to Macpherson, the
amount so lent only between 1708 and 1750 came to
£3,080,000.2 The Company's imports greatly added to the
British Exchequer by the high rates of duties that were
charged upon Eastern goods. Its merchant marine fought
not only its own battles in the East, but those of England
as well; and its territorial revenues from 1757 onwards
won an empire for England without any cost to the British
Treasury.

In other words, partly through choice and partly because
of enjoying the exclusive trade privileges, the English
Company proved a highly patriotic and useful institution
to England.

Reference has been made to the Company’s shipping. .
Previous to the year 1657, the Company made various
experiments in the matter of securing 1ts shipping cheaply,
of which building its own ships was one. These ships were
constructed, armed and equipped so that they might act as
ships of war. But this having proved very expensive,
involving as it did a large payment for dead stock, it
adopted the plan of hiring ships in a slightly modified form.

1 About 1791, owing to the representation of gunpowder manufacturers
regarding shortage 1n supply and the hugh pnices charged by the Company
for saltpetre, the Company was required to keep ready for sale 5,000 bags
- more than the average of the preceding four sales, at 2 fixed ipnce of {31

r ton 1n tames of peace and £40 1n tumes of war, on pain of permussion
g:mg given to the manufacturers to import it on thewr owa account.
Cf Milbura, op. cat, Vol. I1,, p. 240.

* Appendix 47 —Supplement to Fourth Report, 1812, p 123.

® History of Europgan Commerce unth India, p. 414, Appendix No. 2
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It secured shipbuilders to build ships for itself, suited to its
special need of " armed trade,” on condition of giving them
preferential employment. This led to the growth in England
of a privileged body of shipowners who buiit the Company’s
fleet, which fought the Portuguese and the Dutch in Eastern
waters.! Previous to the year 1775, the Company’s ships
were under 700 tons burden. After that, they were 700 tons
and upwards, and each ship carried cargo worth between
£120,000 and £160,000. If fine goods like piece goods and
raw sik did not make up the amount and weight, then dead
weights like saltpetre and sugar were loaded.? The time
occypied in performing a voyage, from the period of the ship
commencing the receipt of her outward cargo to her being
finally cleared of her homeward one, varied according to the
ship’s destination from fourteen to sixteen months.?

We have already noted the number of factories owned by
the English Company in India and in the rest of the East.
A factory in India was simply a house of agency for the sale
and purchase of goods on commission. These factories were
established with a view to exploring the state of the markets,
and ascertaining the situations that were best adapted for
trade. The munor factories were under the control and
authority of a superior 'government at the headquarters,
consisting of a chief and council from whom-all instruction
and orders oniginated. A subordinate factory consisted of a
junior factor and a writer, with a few natives for manual
labour. As the affairs of the Company progressed, Gomashiahs
or Indian agents were employed for the procuring of articles
of export from India.

The above arrangements are generally referred to as the
' Agency System,” as opposed to the ‘‘ Contract System,”
both of which were employed by the English and other
European Companies as it suited their convenience and
purse. In the latter system, goods were generally procured
through Indian merchants, called Dadney merchants.

1 Cf Hunter, op. cit, Vol. I, pp. 168-171

2 MS. Despatch to Bengal, June 3oth, 1809, para. 13; also MS Despatch
to Bengal, August 19th, 1807, para. 51.

*# Milburn, quoted by Macgregor. Commercial Tariffs, p. 104.
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Section I11

VoLuME, CHARACTER, AND DIRECTION OF INDIAN FOREIGN
TRADE, 1707-1757

Of all the agencies which were engaged in trade with
India during this period, we have a regular and continuous
accournt of the activities and dealings of only one, that is of
the English East India Company. This is due to the fact
that at the union of the two rival English Companies men-
tioned above, it was expressly provided in the Company’s
Charter, that

* an account of the several goods of the Kingdom of Great Britain
as also of other goods and merchandise exported from the Port
of London for account of the united trade of the Englhish Company
trading in the East Indies be presented to Parhiament every
year.” 1

But from scattered information available for certain
years of this period, it appears that the trade of some of
the other agencies was just as important as that of the
English Company. While, therefore, a complete computa-
tion of the foreign trade is impossible, a broad, general idea
of the same can be formed by utilizing the available material

There were, first of all, indigenous traders and merchants
—Hindus, Armenians and Mohamadan—who carried on a
very valuable trade from Surat and other smaller ports to
Persia, Arabia, Egypt, Africa and Turkey on the western
side, and with the East India Islands and China on the
eastern side. Then there were Asiatic traders and merchants
who came to India through the various passes in the north-
western frontier, in caravans, and from Assam and Tibet on
the eastern borders, and carried on an overland trans-
frontier trade with India. No continuous statistical informa-
tion of the volume of trade carried on by these two agencies
is available, though here and there, there are accounts of the
valuable contribution they made to it. For instance,

} Compare the Company's Charter of 1693, quoted by Bal Knshaa,
Commercial Relations between India and England, p. 18z.
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Taylor * quotes from the Commercial Resident of Dacca in
1800, an estimate of the Dacca cloth trade in 1753, and an
account of the traders of different nationalities—Asiatic and
European—who took part in it. According to this estimate,
the total cloth trade in 1753 amounted to Rs. 2,850,000 or
£356,250, and it was disposed of in the manner indicated in
the footnote.

We next come to the European trading companies which
had the major portion of the sea-borne trade of India under
their control. Of these, the trade of the Portuguese had
dwindled down to an almost negligible quantity during the
period under review. This may be dated from their defeat
and expulsion from Hugli by the Moghuls in 1632.2 The
Portuguese were the first European Power to have the
monopoly of the trade of the East Indies, and the first also
to be reduced to a very unimportant position Abbé
Raynal, writing in 1777, says,

‘ of all the conquests whuch the Portuguese had made in India,
they possess none at present, but Macao, Diu, and Goa, and the

1 Descriptave and Historical Account of the Cotion Manufacturers of
Decca, by a Former Resident of Dacca, pp 130~13X.

For the Emperor of Deltu— Arcot Rupees
Plain and flowered muslins, and cloths wrought
1n silver . . « . 100,000

For the Nawab of Mursl‘udebad——
Fabrics of various kinds for the use oi the Nawab

and his Court . - . 300,000
For Jugguth Seth at Murshxdeba.d—
Fine and coarse cloths for the home trade . . 150,000
For Tooranees (merchants from the country beyond
the Oxus)—
Cloths of various kinds for the markets of the
Upper Provinces 100,000
For Pathans—for the markets of the Upper Pro-
vinces . 150,000
For Armemzms—-for the Ba.ssota, Mocha. and deda
markets . 500,000

For M oguls-——partly for home consumptxon, and
partly for the Bassora, Mocha and Jidda markets . 400,000

For Hwndoos—for home consumption . . . 200,000
For the English Company (Europe) . . . 350,000
For English traders (foreign markets) . . . 200,000
For the French Company {Europe) . . . 250,000
For French traders {foreign markets) . . . 50,000
For the Dutch Company {Europe} . 100,000

Compare also Bolt’s description of this trade 10 hus Considerations on
Indian A ffaws, Vol 1, p. 67.
® Stewart, op cib., pp. 239~243.
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united importance of these three settlements, in their intercourse
with India and Portugal, is very inconsiderable.” *

After describing how two vessels go from Macao to Goa
every year, with goods which were rejected by every other
nation, and how a single ship goes from Goa to Diu annually,
he continues,

A ship arrives every year from Europe, which procures at
Goa a small and indifferent cargo, consisting of goods picked up

from China, Guzarat, and a few English factories, and sells
them at Mozambique, Brazil, Angola or the Capital.”' 3

What was true of the Portuguese trade with India in 1777,
was just as true during this period of fifty years. The
Moghul rulers treated them on the same footing as the
Armenians.?

We have already seen how the Ostend Company was intro-
duced into Bengal by Murshid Quli Khan in 1723, who
assigned to them Bankibazar for their factory and residence.
Their trade in Bengal commenced very well¢; but their
success aroused the jealousy of the other European Com-
panies to such an extent that they had their Charter with-
drawn by the Emperor of Germany in 1727, and had them
expelled from Bengal by the Nawab.

The Danes who settled down in Tranquebar on the
Coromandel coast ‘* were scarce able to fit out a ship for
Europe once in three years with a very moderate cargo,” ®
and their concerns were totally ruined in 1730. But their
Company revived soon after this, and by 1755 we find them
established even in Bengal, at Serampur, which they had
quitted in 1714. Judging from the amount of the fine which
Siraj-ud-daula inflicted upon the European Companies in
Bengal in 1756, and which was, evidently, proportionate to
their means, the Danish Company was doing fairly well
during this period. But its real importance as a trading

2 Hustory of the Indses, Vol. L., p. 159.
? Ibid

3Cf Hill,op e, Vol.1,p hv

¢ Stewart, op cit, p. 243 ' In the two following years (1725-26), three
ships of a larger size than the first arrived 1n Bengal and completely estab-
lished the Ostend trade in that province ; and as they undersold the other
Europeans o various articles, their factory quickly rose in estimation

¢ Raynal, op. e3¢, Vol. 11, p. 169.



FIFTY YEARS BEFORE PLASSEY, 1707-1757 25

agency came out during the American War of Independence
and the Napoleomc Wars.

The Dutch, the French and the Enghsh, particularly the
last two, were the chief European Companies engaged in
Indian foreign trade during this period.

The Dutch had really had their best days in the seven-
teenth century, and the fairly flourishing state of their trade
during this period was probably due to their strict neutrality
from the politics of India. Tables I, II. and III. of Appendix
contain various returns relating to their trade with India
during this period. From these it will appear that the
invoiced value of the cargoes, which was F. 4,248,531 in
1707, was F. 8,352,000, i.¢, almost double, in 1719, the
average number of ships returned was the same, twenty-
three, for the two decades 1710 to 1719 and 1750 to 1759,
but thirty-one for the decade 1720 to 1729 ; and the sale
proceeds for the two decades, 1720 to 1729 and 1750 to
1759 were about the same, 7.e., an annual average of about
19 million florins. According to Stavorinus,

* The.Indian possessions of the Company (Dutch) were net always
a charge upon them. In 1689, the balance drawn in the same
manner was on the other side, and showed a favourable surplus
of F. 937,361-10-5 (£85,214 13s. 54.) ; and 1n 1744, an advance
appeared of F. 779,056 (£70,823 5s. 64 ).” 8

But still, because of the heavy expense to which the
Dutch Company was put in the rest of its Asiatic territories,
its affairs on the whole were not as satisfactory in this
peniod as in the seventeenth century. Von Imhof, Governor
of Batavia, in his considerations of the year 1742, says,

‘“

« »+ . that the present state of the East India Company
{Dutch) wears a much more disadvantageous aspect, and is not,
by far, in so flourishing a condition as in former times.” 3

Mossel also wrote to the same effect in the year 1752;
though he calculated, in 1753, the whole yearly receipts at
F. 8,791,000 and the expenditure at F. 6,517,500, leaving a

! Eleven florins and 50 cents = f{1. Laune. Unwersal Exchange
Tables, p 117

* Stavorinus  Voyages %o the East Indies, Vol 111, p 419.
? Ibsd , pp. 420~421, quoted by Stavoninus.
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favourable surplus of F. 2,273,500 or about F. 206,680}
Their opinion regarding the unsatisfactory state of the
affairs of the Dutch Company in general is reflected by the
dividends declared by the Company in this period. These
were as follows :—

Decade. Yearly Average.
¥708~1717 . . . 30 per cent.
1718~1727 . . . 274,
1728-1737 . . . 228

1738~1747 . . . 15 "
1748~1757 . . . 22 ”
1758~-1767 . . . 16 .
1768~1777 14,

From 1726 to 1756 is conSIdered to be the period in which
the French trade with India was in the most prosperous
condition. This was also the period of the greatest rivalry
between the French and the English Companies. During
this time the sale of Indian goods in France amounted to
437,376,284 livres, which gave an annual average of
14,108,912 livres (£19,135,212 8s. 6d. and £617,264 18s. 0d.).*

In Tables IV. and V. of Appendix are given returns
relating to the exports to and the imports from India by the
French East India Company from 1725 to 1771, which show
great and steady progress in all directions up to 1756, and a
sudden and continuous decline -thereafter.? The causes of
the decline have partly been already noticed and will be
further explained. The dividénds paid by the Company
during this period give a fairly good idea of the state of their
affairs :—

Year.
1722 . . . . . 100 livres
1723-1745 - . . . I50 ,,
1746-1749 . . . . 70

17501758 . . . . 8 -,
175-1763 . . . . 40
1764 . . . . . 20
1 Ihd, p. 419

*C al, op. st , Vol. 11, p 1
fyna{n Atlas De Globe Tmcsm, Chart IV, No, 2.
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Having dealt with the other agencies of Indian foreign
trade, we turn our attention to the activities of the English
East India Company, which, both in this period and in the
years to come, played the most important part in it.

Table VI. of Appendix gives the trade returns between
India and England from 1708-1709 to 1757-1758. As
regards the volume of trade: both imports into and ex-
ports from India made a 120 per cent. progress during the
course of fifty years; mmports having increased from
£4,992,682 in the first decade to £10,435,919 mn the last,
and exports from £9,785,911 to £21,452,595. This means
an excess of about £44,000,000 of exports from India over
mports.  Such an excess during this period, when the
English Company had no territorial revenues to transmit
to England, will be incomprehensible, unless we take note
of two things not mentioned in the statement. In the
first place, the bills of exchange that were drawn by the
Company’s servants and other English private traders in
India upon the Directors in England are not included in
the imports into India. We do not know the amount of these
balls for the years 1708 to 1731 ; but from 1732 to 1757 their
value comes to £4,704,435,® which, being added to the value
of imports into India for fifty years, brings the total amount
of imports into India to a little over £40,000,000. This still
leaves a difference of about £40,000,000 between exports and
imports. In the second place, our knowledge of the exports
from India is based upon the sale account of the English
Company in London, and not upon the invoice prices of
goods paid in India. The sale accounts include not only the
prices of goods paid, but all the expenses, charges, and
profits which were made by a huge jomnt-stock concern such
as the English Company was. In this connection, it should
be again noted that the average period of a ship’s voyage
from London and bagk, in those days of slow motion, was
from fourteen to eighteen months, according to its destina-
tion and length of duration at ports, and this meant a great

»deal of expense.
This explains why there was an apparent discrepancy
1 Report of the Committee of Secrecy, 1773, p. 75.
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betwsen total exports and imports during this period. There
are different reasons for their not balancing after 1757.

In spite of the wars in which the English Company was
engaged from 1744 onwards, its trade with India remained
very steady ; in fact, the greatest progress is shown in the
last decade, which was full of wars. The steadiness and
progress of its commercial affairs is attested to by the gross
profit of about £40,000,000 which it earned during this
period of fifty years, and by its dividends to its share-
holders :—

Decade. Yearly Average.
© 1708-1717 . . g per cent. per annum
1718~1727 . -9 . »
1728~1737 . . 7% . "
17381747 . . 7} . "
17481757 . . 8 ” ”

As regards the character of trade during this period, we
may begin by making a general statement which applies to
all the agencies of Indian foreign trade. There was a
wonderful similarity and lack of variety in the imports and
exports of all the agencies. -

On the side of imports into India, bullion, particularly
silver, formed the most important item. We do not possess
consecutive figures of the import of bullion by all the
agencies. But from such as are available for the Enghsh
Company, we find that bullion formed about 75 per cent. of
its total imports into India in these fifty years; and the
same was true of the other European Companies as well as
of some of the Indian trade with Asia.? Next to bullion came
broadcloth and other woollen goods, the export to India of
which was undertaken by almost all European Companies,
in spite of the fact that there was very little demand for them
in India. The English Company was required by its Charter
to export a certain quantity of it every year, which it did,
notwithstanding the losses to which it was put in certain
years.

Metals—lead, copper, iron, tin and quicksilver—occupied

i See Appendix, Tables 11., IV, and VI.
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the third place in the list of imports into India. In the case
of the English Company, metals were generally the product
of England, and were shipped to India directly. But the
Dutch Company imported coppgf, from Japan, and tin and
spelter from.the Malay Peninsula, and sold 1t in the Indian
market under conditions of keen competition with the
Enghsh Company. With the proceeds of the sale of these
metals it partly financed the exports to Europe. The
demand for cheaper foreign metals was growing in India,
and the supplies brought by the European Companies found
both a ready and profitable sale. The English Company
made most of its profits on imports, through the sale of
metals, and on some foreign goods re-exported from England.

After the above three main items of import, we are left
with only various kinds of stores, of which those for mulitary
purposes required by the European Companies were begin-
ning to assume greater importance.

In general, it may be said that the import trade of the
European Companies was a losing concern. It would have
been rendered mmpossible but for the huge profits they made
on the sale of Indian exports in Europe and other places.

Just as bullion formed the most important item of import

"into India, so cotton and silk piece goods, cotton yarn and
raw silk were the most important items of export from
India Europe acquired a taste for Indian cotton and silk
goods in the middle of the seventeenth century, and kept it
up throughout the eighteenth and part of the nineteenth
century. Even after the use and wear of certain kinds of
cotton prece goods and manufactured silk was prohibited in
England by the prohibitory and sumptuary laws of 1700 and
1720, they continued to be imported by the English Company
for re-export to the Continent, Africa, West Indies and parts
of America. The unprohbited cotton goods, and the
smuggled prohibited cotton and silk goods, too, were largely
used even after the passage of the Act of 1700. This is what
rendered necessary the passing of the more stringent Act
of 1720 But the other European and Asiatic nations

1 “ The use of pninted Indian calicoes, both 1n apparel and household
furmture, was at this time become 50 universal as to be a great detrument
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imported both cotton and silk goods throughout the
eighteenth century.! Raw silk, the basic matenal of the
English silk-manufacturing industry, which was being
gradually built up about the beginning of the eighteenth
century, was not only imported into England, but the
English Company took pains to improve its quality at the
sources of supply in India. It was imported into Europe
by the other European Companies as well.

Saltpetre, the product of Behar and Patna, was the next
important export by all the European Companies. It is the
main ingredient of gunpowder, and is useful in glass-making,
meat preserving, and in the manufacture of many other
things. As such, it was greatly in demand in Europe during
this period. The English required it for purposes of defence ;
and so the English Company was placed under an immediate
obligation of importing and supplying to the Board of
Ordinance 500 tons of it annually, at fixed rates for times
of peace and war, £31 and f40 per ton, respectively.? The
need of procuring petre in Bengal, the quality of which was
better than that of the coast petre, involved the Company
in trouble with the Nawab and his servants very frequently.?
Attempts made in England to obtain it or manufacture it
locally were of no avail.4 The demand for it depending upon
the state of peace or war in Europe, the trade in it was not
governed by strict principles of commerce. Nevertheless,
it was in great demand by the European Companies, in spite
of the difficulty of sending it from Behar to the ports.
and obstruction to the woollen and silk manufactures of the kingdom.
This had occasioned several riots and tumuits of the weavers in London,
etc It was therefore found necessary to redress the grievance, wherein so
many were interested. An Act of Parhament was 1n consequence passed,
to preserve and encourage the woollen and mlk manufactures, etc , which
absolutely prohibited the wear thereof, under the penaity of {5 for each

offence on the wearer, and of £20 on the seller.” Milburn, ¢p cst., Vol 1,
. xlvit,

P Cf Thomas Mercantilism and the East Indian Trade, Chapters V
and VI .

# Milburn, op cit., Vol. II, p. 240,

3 Stewart, op. cit., p. 301.

¢ * Repeated attempts had been made to obtain saltpetre by digging
up the floors of houses, stables, and pigeon-houses ; and the people were
obhiged to admit saltpetre men to destroy their floors whenever they
thought proper. Other projects were set on foot; but they were ail
equally unavaiing * Macpherson, 0p. ¢it., p. 135.
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Some spices, particularly pepper, continued to be
exported to Europe during this period, though they had
ceased to hold that place in the export from the East Indies
which they did at the discovery of the route round the Cape.
A change in taste in Europe with cheaper sugar, coupled
with the discovery of winter fodder for cattle, which obviated
the need of slaughtering and preserving them with spices in
autumn, was responsible for the decline of trade in spices.
The unsatisfactory state of the Dutch trade, which held the
monopoly of the supply of spices, not only in Europe but in
Asia also, was, to a great extent, due to this change of taste
in Europe

Sugar and indigo, the latter particularly, also lost their
previous importance as articles of export from India, owing
to the great development in their production made in the
various European colonies in the West Indies. A large
quantity of sugar, particularly from Bengal, was exported
to Muscat, the Persian Gulf, Mocha, and Jedda.

Varwous kinds of drugs, Carmanian wool, diamonds and
precious stones complete the list of exports from India.

And, finally, as regards the direction of Indian foreign
trade : in addition to the former markets in Asia, Eastern
Afnca and Europe, this period witnessed the development of
Amerncan and African markets by the European Companies.
The improvement of American and African commerce,
particularly by the English Company, greatly increased the
consumption of Indian commodities in these directions.



CHAPTER I

INDIAN FOREIGN TRADE UNDER
MONOPOLY, 1757~1813

Section I
GENERAL TREND OF THE TRADE

SvucH, then, was the condition of the foreign trade of
India when the Battle of Plassey decided the political
preponderance of the English East India Company in Bengal,

Whether this battle and the year in which it was fought
mark a landmark in the political and economic history of
India has been a subject of no small discussion} Un-
doubtedly it laid the foundation of great changes in India.

The immediate effect of this battle and of the previous
ten years’ disturbances was a certain falling ‘off in the
English Company’s exports from India.? The change from
a commercial body founded upon a system of economy, to a

1 Those who deny it emphasise the fact that the treaty with Mur Jafar
merely confirmed the previous treaty made between the English and Siray-
ud-doulah 1n February, 1757, in which he “. . . had consented to that
purchase by the Company of the talukdan nghts in thirty-eight villages
which ‘the Emperor Furrukh Siyar had sanctioned 1n 1717—a purchase
which the astute Nawab Murshid Quli Khan had prevented The addition
to the English Zamindart of the twenty-four Parganahs conceded by Mir
Jafar was little more than what his ousted predecessor bad consented to
Agan, as to the Company's trading privileges, 1t was an essential point in
Governor Vansittart’s position 1n 1760 to demonstrate that the victory at
Plassey had been productive of no fresh privileges for English commercial
enterpnse.” Firminger Histoncal Introduction to the Bengal Portion
of the Fifth Report, 1812, p ii.

As against this view, we may compare the following opinton of Mac-
pherson, who, speaking of the battle of Plassey and of 113 resuits, says -
** Thus revolution, eflected in one day by a mere hand{ul of men, but more
1mportant 10 1ts consequences than most of the protracted wars which have
convulsed Europe duning some Centuries by past, immediately raised the
condition of the Company 1n Bengal, and of every individual 1a Calcutta,
of whatever nation, from the depth of mery to the highest state of pros-
penity : all the subordinate factones were re-established, and commerce
fiourished 1n the Country more than ever ” 0p. cst., p. 186,

2 Cf. Hull, op. cut., Vol. 111, p 389.

32
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mihtary and political body without additional resources, was
enough to upset its commercial position. This was, no doubt,
aggravated by the trouble and confusion which arose in
Bengal owing to the change tn government, as also by the loss
and expense to which the English Company and the trading
community at Calcutta had been put, on account of the loss
of Calcutta in 1756. Both loss and expense were, however,
amply made up for by the liberal compensations and
restitutions made by Mur Jafar, half of which was paid up
soon after the battle of Plassey, and the other half was to
have been paid in three equal yearly instalments.?

The broad features and general tendencies of the Indian
foreign trade during the period of the English Company'’s
monopoly are as follows :—

On the side of exports from India, the Company’s total
sales in London for the decennium 1751 to 1760 amounted to
£13,657,786, as compared with £15,333,444, for the previous—
one. The next decennium shows an increase to £16,876,931,
although it was a period of the greatest amount of disturb-
ance in the economic history of Bengal, the principal province
from which the Company’s investments were procured after
1757. The increase continued steadily, until exports were
more than trebled in 1791 to 1800 over those of 1741 to 1750.
The slight fall from this position in the last decade, 1801 to
1810, was due to Napoleon’s Continental system, which
rendered the re-export of Indian goods to the Continent very
difficult. In other words, the average sales per annum,
which amount to a little over £1,000,000 during the fifty
years previous to the battle of Plassey, increased to more
than £4,500,000 per annum towards the end of the followingw
fifty years.?

On the side of imports into India, bullion, which formed *
the principal item during several centuries of trade relations
with Europe, should be separated from merchandise. During-
the period of about fifty years before Plassey, the relative
position of the two was £21,911,277 and £8,508,184, respec- 1}

! Ibd., Vol I, p.ccx -
* See Appendix, Table VII, prepared from Macgregor's Commercial
Tariffs, pp 122~124, excluding Tea

LF.Y, D
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tively. In the fifty years after Plassey the position was
completely reversed, bullion imported being £7,668,033 and
merchandise £25,964,586. The reduction in the import of
bullion was due to two causes. Furstly, after the English
Company obtained the Diwani of Bengal, Behar, and
Orissa, its exports to England were partly purchased out of
the surplus revenues of those provinces. Secondly, English-
men in India who had fortunes to transfer to England did so
by means of bills of exchange obtained from the Company in
India, upon the Court of Directors in England. The two
together rendered the import of bullion by the Company
unnecessary. The fall was very great between 1760 and
1790, the average annual import about 1760 having been
£377,183, while that about 1790 was only {72,016.'! The
increase in the last two decades was due to the Americans
and the Portuguese and Danish Companies which imported
treasure into India.® If the English Company imported any
bullion it was only to Bombay or Madras, when Bengal could
not supply them with funds, owing to expensive wars
towards the end of the eighteenth century., The import of
merchandise into India continued to be steady, though not
very progressive, up to 1790, after which it almost doubled
and trebled in 1791 to 1800 and 180r to 1810 over the
imports of the previous three decades. The increase both in
import into and export from India in the last two decades of
the Company’s monopoly was due to a partial break in the
monopoly in 1793.

For an account of the character of this trade we shall have
to wait until we have made some detailed study of the
principal articles constituting it, and of the circumstances
under which these were produced.

It may be pointed out here that, although an account of
the Indian foreign trade that passed through the hands of
the English Company from 1757 to 1813 is not a complete

1 See Appendix, Table VIII , prepared from Macgregor'sop cu , pp 19~
121

% *“ The ancient practice of exporting silver from the West to India
appears of late years to have considerabiy revived The 1mports into
Bangal in the last four years appear to have been about eighty-nine lacks
of rupees, of which seventy-one lacks were from Foreign Europe and
Amenca.” Appendix, No. 47, Supplemeat to Fourth Report, 1812, p. 26,
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account of that trade, yet it is almost so, and became so
increasingly as greater portions of the country came under
the Company’s possession. How this was brought about
forms the subject of the next section.

Section II

EriMmiNaTION, BY THE ENGLISH COMPANY, OF ALL
TRADE RivaLs

Soon after the retaking of Calcutta by Chive and Watson,
Chandernagore, the principal settlement of the French in
Bengal, was captured by the English in 1757, and Pond:-
cherry fell into their hands in 1761, by which year

. . . the French had neither any regular force 1n any part of
India, nor any local possessions, except their factories of Cahicut
and Surat, which were merely trading establishments.” 1

By the treaty of Paris signed in 1763, England restored to
the French Company those factories in India which it
possessed in 1749. The Company had scarcely recovered
from the effects of the Seven Years’ War in India, when its
trade monopoly was abolished by Louis XV. in 1769.
French trade with India, thereafter, was carried on by private
merchants with crippled resources. The war with England
in 1778 almost destroyed this small trade also, and the
Napoleonic wars gave it a death blow. Abbé Raynal,
writing of the French trade with India about 1777, says,

It was mmpossible that they should be able to strive aganst
the English, who being masters of every branch of trade, and in
all places, had all the advantages resulting from power and from
the loose_principles which prosperity inspires, to enable them to
defeat all attempts of this kind. In whatever manner, therefore,
or in whatever shape, the trade of France was carried on, it

was a necessary consequence of the situation of affairs that it
must suffer greatly.” 2

The Dutch fared no better. For some time after the
Battle of Plassey they were suspected of carrying on secret

1 Thornton, quoted by Smith, op, ¢it., p 480.
8 Op cit., Vol. 11, pp. 157-158.

P
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negotiations with Mir Jafar, who was uneasy under his new
masters. In 1759 they sent six ships from Batavia to over-
throw the English in Bengal. In the Battle of Biderra, a
small village between Chandernagore and Chmnsura, they
were completely defeated, and, thereafter, ceased to be a
factor in Indian politics. This affected their trade. Stavo-
nnus, who visited Bengal about 1770, writes,

“ The commerce of the (Dutch) Company in this country was
formerly very profitable ; but some years back, it has greatly
dechned, which is, undoubtedly, in a great measure, ascribable
to the increasing influence and power of the English, and their
consequent preponderance in affairs of trade, I say, however, 1n
a great measure, because I think I am pretty well informed, that
a want of fidelity in the Company’s servants, has not a httle
contributed to lessen the profits.” 1

The war with England in 1780 reduced the Dutch Company'’s
trade with India still further, and during the Napoleonic
wars they lost most of their Asiatic possessions. By the
end of the eighteenth century, its affairs became so desperate
that it could hold out no hope of any dividend to its share-
holders. Macpherson, writing about the year 1812, says,

“ By these and other similar disasters, by the great increase in
the expenses of their oriental estabhshments, by the great
diminution of the demand for spices, owing to the change of
taste or fashion mn Europe, and by the ascendency acquired by
the English East India Company . . . the formerly prosperous
condition of the Dutch East India Company was now so far
reduced, that the States-General, amidst their own distresses
were obhiged to assist them with very large loans.” 2

Whatever trade, therefore, these two nations carried on
with India during the period of the English Company’s
monopoly was in times of peace with the English, and
through the sufferance of the English Company.?

The only European Companies that did flourish during
this period were the Danish and the Portuguese, and the

1 Op cat, Vol. I, pp. 524~525.

*0p et,p 67.

? “ Our acquisition of terntonal power, though we did not employ it to
divest Foreigners of their privileges, brought them, however, gmdually

nto more dependence upon us for the provision of thewr investments.”
Appendix 47 Supplement to Fourth Report, 1812, p 12.
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Americans towards the end of the eighteenth and the
beginning of the nineteenth century.

The Danish Company which had been totally ruined in
1730 re-appeared during the last twenty-five years of the
eighteenth century. Pwing to its neutrality in England’s
wars, it carried on a brisk trade, both on its own account
and on account of the English, who sent their goods under
the cover of their neutral flag. But owing to its poverty its
normal trade with India never amounted to much.

The increased trade of the Portuguese towards the close
of the eighteenth century arose owing to the increased
demands for Indian goods in the Brazils, Spain, and Spanish
America !

The trade of the Americans with India was based upon
the treaty of amity, commerce, and navigation between
them and England, carried out on November 1gth, 1794,
according to which there was to be a reciprocal and perfect
Iiberty of navigation and commerce between their respective
people 2 The Americans took the fullest advantage of this
treaty by increasing the consumption of the Indian com-
modities, and by supplying these to the West India Islands
and the Spanish Settlements in South America. They were
charged with supplying Indian goods to the Contmental
nations also during the Napoleonic wars, which was contrary
to the above treaty

As regards indigenous traders and merchants, two things
must be borne in mind. First, as pointed out in the previous
chapter, ever since the arrival of European Companies in
Eastern waters, a good deal of the carrying trade of India
passed into their hands. As a matter of fact, even so early
as the middle of the seventeenth century, Indian merchants
preferred Dutch and English ships to Indian vessels.®? This

1 Ind,p 43

® 37 Geo III, Chapters XCVII and CXVII

? “ The attitude of merchants 1n 1nland cities may be gathered from the
fact that, at the time Surat was actively opposing the admission of English
ships to the Red Sea, Abmadabad was asking the English to carry goods
on freight to Mocha, Persia, and elsewhere, and after more than twenty
years’ expenence of the business, the Enghsh at Surat reported that Indian
merchants chose Dutch or Enghsh in preference to Indian vessels ™
Moreland  From Akbar to Aurangzeb, p 87
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was due to the fact that European ships were better fitted
to engage in naval warfare against prrates and sea robbers,
both Asiatic and European, who infested the seas. By thel
beginning of our period, and as we proceed, this transference
was almost completed. The political revolution which took
place in Persia after the assassination of Nadir Shah in 1737
destroyed that valuable portion of the Indian trade in the
Persian Gulf and the Red Sea, which was carried on from
Surat by Indian traders and merchants themselves. This
left only a httle trade with the Eastern Archipelago and
with China, in purely indigenous hands. Secondly, the
political change in India itself eliminated the Indian traders
and merchants from participating in the foreign trade, as
will be shown hereafter.

The overland trade with India, whatever its extent and
amount, has not been recorded anywhere, until within com-
paratively recent times But, as now, it could not have
been much as compared with the sea-borne trade.

For the above reasons we have to depend upon the trade
statistics of the English East India Company for forming
an idea of the extent of Indian foreign trade.

Section 111
THE SERvVANTS’ MoNoOPOLY

In a sense, the internal trade of India lies outside the scope
of this work. But as the private fortunes made by the
English after 1757 were mostly through the internal trade,
some part of the internal trade is inextricably bound up with
the external, and a short account of it is therefore necessary.
It is also required to explain further how the English
Company monopolised the foreign trade of India.

Before the Battle of Plassey was fought, Mir Jafar had
undertaken to confirm the trade privileges of the English
Company which had been renewed by Siraj-ud-doulah in
his treaty of February gth, 1757. He also undertook to make
good the losses suffered by the Company and the inhabitants
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of Calcutta when it was attacked in 1756. The total amount
of these came to £2,394,000, out of which Clive received a
sum of £31,500, and a jagir ! during his lifetime, reverting
to the Company upon his death Half the promised sum was
paid up soon after the battle, and the other half was to have
been paid in three equal yearly instalments

Netther Siraj-ud-doulah nor Mir Jafar granted the
English Company any new privilege over what they ha
secured from Emperor Furrukh Siyar in 1717. In fact, none
was asked for. This has been attested to by Vansittart,
who was the Governor of Bengal from 1760 to 1764.2 But
very soon after the new order of things came into force,
some of the Company’s servants and thewr Indian agents,
called Gomashtahs, claimed the privilege of exporting and
mmporting their private goods, duty free, in the same way as
goods belonging to the Company. These servants began to
use the Company’s dustuck or permit to enable their goods
to pass duty free quite freely, and also sold 1t to other
Indian merchants. At the same time many of them began
to take part in the internal ? trade of the country, in goods
which formed the common articles of consumption by the
people of the country, such as salt, betel-nut, tobacco, rice,
and other grain.* This was the beginning of the change by
which the country merchants were gradually excluded from
this trade, until the Company’s servants obtained a monopoly
in it.

During his three years’ rule as the Nawab, Mir Jafar made
regular complaints agawmnst the high-handedness of the
servants of the Company. The losses to the revenue caused
by this invasion of the inland trade and by the abuse of the

1 An hereditary assignment of land and of its rent as annuity Hobson-
Jobson, p 446. A landed estate given by Moghul rulers for military or
other service

* Narratsve of the Transactions 1n Bengal, Vol 1, p 24 * With respect
to trade, no new pnvileges were asked of Mir Jaffier; none indeed were
wanted by the Company, who were contented with the terms granted
them 1n 1716, and only wished to be relieved from the impositions to which
‘ they had been exposed frcm the arbitrary power of the Nawab

@ By internal trade here 1s meant the buying of goods 1n one part of the
market within the country and selling them 1n another part of the same,
pocketing the difference 1n the two prices

4 Cf Despatch to Bengal, dated December 18th, 1771, paras. 1-2,
and Vansittart, op ¢2¢, Vol I, p. 25
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dustuck were no small factor in his inability to pay to the
Company the remaining half of what he had promised. But
this was ccnsidered to be due to his inefficiency. So he was
removec/l/ in favour of a stronger man, Mir Qasim, who
laViS,?@'d money upon the members of the Calcutta Council
amoxnting to £200,269, out of which Vansittart received
£58,333. He also undertook to pay off all the arrears due
%o the Company, besides ceding to it the districts of Burda-
wan, Chittagong, and Midnapur, yielding a monthly income
of 50 lakhs of rupees for the maintenance of the English
troops that might be required by him. All these promises
were faithfully carried out by him.}

But the evil of the inland trade and of the abuse of the

dustuck continued in spite of Mir Qasim’s protests. In an
oft-quoted passage he represented the extent of the evil as
follows :—
“ The cause of the country’s not being in my possession is this ;
that from the factory of Calcutta, Cossimbuzar, Patna, and
Dacca, all the Enghsh Chiefs, with their gomastahs, officers and
agents, in every district of the government, act as collectors,
renters, zemndars, and taalookdars, and setting up the Com-
pany’s colors, allow no power to my officers. And besides this,
the gomastahs and other servants in every district, in every
gunge, perganah and village, carry on a trade in oil, fish, straw,
bamboos, rice paddy, betel-nut, and other things; and every
man with a Company’s dustuck in his hand, regards himself as
not less than the Company " 2

When matters became very bad, Mir Qasim agreed to a
compromise by which the servants of the Company were
to be allowed to take part in the internal trade of the
country, on payment of a fixed duty of g per cent. instead
of the varying and vexatious demands of the servants of
the Nawab. But the majority of the Calcutta Council
would not agree to it, and insisted upon the right of inland
trade, duty-free, * granting " the Nawab a 2} per cent.
duty on salt, as a concession ; while, according to the investi-
gations of Vansittart, the Nawab’s subjects were paying, as -
general duty, 25 per cent. and over at several places ?

! Vansittart, op cit., Vol I, pp. 178-179.
% Vansittart, op eit, Vol. 11, pp. 2-3.
® Hallward Wilham Bolts, p. 8.
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When Mir Qasim saw that the revenue from inland trade
was reduced to almost nothing, and that his subjects werew,
excluded from it he threw the trade open to everybody,
free of duty. In this, both Vansittart and Hastings con-
sidered the Nawab within his rights, and as a measure very
beneficial for the people L But the rest of the Council took
1t for an encroachment upon their rights mn placing the
Nawab’s subjects and other nations on terms of equality
with them ? Resistance on the Nawab’s part led to a
rupture and a fight at Buxar in 1764, in which he was over-
thrown. After this the servants of the Company had theiwr
own way 1n everything for some time The Nawabs placed
on the throne of Bengal after Mir Qasim were mere puppets
in the hands of the English Company

In 1765 Clive received the Diwans, or the right of collecting
the revenues of Bengal, Behar and Onssa from the Moghul
Emperor, Shah Alam, in consideration of an annual payment
of 26 lakhs of rupees. In the same year the five northern
Circars were completely ceded to the Enghsh Company
without any requrement of payment of any kind. Both
these events had a great effect upon the fortunes of the
Company and of its servants, as well as upon the foreign
trade of India. The first laid the foundation of what is
known as the **Double” or * Masked Government,”
whereby the English Company became the real power
behind,

*“ (the) legal fictions concerning the Padshah of Delhi, the

! Vansittart, op ¢, Vol III,pp 74-75 . We say, tho’ it may be
for our interest to make this unlinited use of our force, yet 1t 1s not to be
expected the Nawab will join with us, 10 endeavourning to depnive every
merchant of the country of the means of carrying on their business, which
must undoubtedly soon be the case, 1f they are obliged to pay heavy
duties, and we trade 1n every article on the footing before mentioned

** Nesther 1n our opinion could the Nawab'in such circumstances collect
enough to pay the expense of the chokeys, collectors, etc.

“. . . We hope the present regulation instead of being a prejudice to
the Company’s business, may be an advantage to 1t, as well as to the
Country in general, by rendenng the necessaries of hife cheaper, and par-
ticularly those of the poorer sort, as nce, salt, betel-nut, tobacco, etc ™’

* Hallward, loc.cst  ** This treaty was generally regarded by the Enghsh
1n Bengal as a gratuitous and unwarrantable surrender of therr rights.

. . The majority of the Council maintained that the firman conferred on
the Company and 1ts servants a night to trade in India in all articles
overywhere free of duty
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Subadar of Bengal, and other personages whose real position
differed widely from that officially ascribed to them " ?

This lasted up to the year 1772, when the Directors, no
longer afraid of the jealousy of the French and the Dutch,
and because the real position was understood by everyone,
decided to become the Diwan, both in name and in fact.?
To return to the claims of the Company’s servants. The
trade privileges granted to the English Company by the
various Moghul rulers referred to the Company’s foreign
trade or to exports and imports of goods from and to India.
Thus kind of trade was calculated to provide a vent for the
manufactures of the country, and to enable the import of
bullion, horses, metals, and a few other commodities which
were prized by the Emperor and his courtiers. As such the
trade of the English Company in particular, and that of the
other European Companies in general, was greatly en-
couraged ; and it is a mistake to think that European
traders were disliked in India, as they were in Japan and
China from the very beginning.? But the excesses com-’

1 Smuth, op o, p 501

* MS Despatch to Bengal, August 28th, 1771. ‘It 1s therefore our
determination to stand forth as Duan, and by the agency of the Cormnpany’s
servants to take upon ourselves the entire care and management of the
revenues "’ Para 21.

* The efforts made by the Enghsh East India Company up to about
1683 to secure the favour of the Emperor of Japan to allow 1t trade priva-
leges availed nothing ‘‘ The Emperor of Japan was not only infiexuble 1
his determination to have no commercial intercourse with this country
{England), but he even prohibited the importation of British woollens by
hus own subjects trading to Bantam, and other places in the South Seas ™
Appendix No 47, Supplement to Fourth Report, 1812, p 125

In China, the English Company’s monopoly was met by the Chinese
monopoly 1n the hands of Hong merchants, who were responsible to the
Government for the conduct of the foreigners wath whom the Hong mer-
chants bad exclusive dealings ** After the ships are despatched for the
season, the factors are obliged to withdraw to the Island of Macao, a low
Portuguese Settiement, till the ships of next year arrive. And with respect
to the ships, they are, whilst :n harbeur, under the control of the Chinese
officers, who are empowered by law to take the custody of their guns
and 1if 10 the intercourse, and consequent frays, between the Native and our
Enghsh Sailors, one of the former happens to meet with his death by
accident, from ap unknown hand, i1t may produce the most serious con-
sequences ' House of Commons, 78, 1812~1813, Vol. VII1l , p. n

Notice, however, the sohctude shown both by Aurangzeb and Shasta
Khan 1n 1689, when the Enghsh Company withdrew from Bengal
Although the Company had declared war against the Moghut Empire, and
was defeated, yet Aurangzeb restored it to its former position and privi-
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mitted by the Portuguese and the sea pirates, including the
Englsh, 1n the seventeenth century were responsible for
creating an antipathy towards European traders. In the
later days of the Moghuls, the English and the Dutch Com-
panies were also welcomed as a protection against the
aggression of the Portuguese, and to defend the coastal
trade and Mecca pilgrim vessels against European and
Malabar pirates.

It must be confessed that the farmans of the Moghuls
granted to the English Company were so loosely worded that
their meaning could be stretched to suit the convenience of
the grantee But in none is there any specific mention
made of any privilege for the servants of the Company.!
For a long time, however, through the indulgence of the
Company and the connivance of the Provincial Governors,
the servants availed themselves of the privileges of their
masters 1n using the Company’s dustucks to cover their
private goods, and the same was utilized for carrying on
their internal trade, the Company having nothing to do
with such trade. Therefore the claim put forward from
1757 onward was altogether gratuitous, and was only due
to the changed political situation.

Vansittart said that the claim would appear to all reason-
able men as unjust as it was new. Who could suppose the
Moghul Emperor meant by his farman to give to the English
the right to trade from place to place, in the centre of his
own country, upon a better footing than his own subjects? 2

Verelst, writing on the subject, says that the Emperor’s
Jarman confined the exemption from payment of duties to
only exports and imports, and this was observed while the
English were wholly subordinate to the country government
of Bengal. The private traders in the Company’s service

leges  Similarly, when Siraj-ud-Doulah tried to extract 20 lakhs of
rupees from the Durtch after the fall of Calcutta 1n 1756, they threatened
to wathdraw from Bengal Rather than let them go away, he was contented
with receiving only 44 lakhs The loss of revenue, gifts, and presents was
another consideration, both in the mind of the Emperor and of the Pro-
vincial Governors  Cf (for the last point) Hunter, op e3¢, Vol 11, p 265

} Even a cursory perusal of the farman of Aurangzeb 1ssued 1n 1680, and
of Furrukh Siyar will bear out the correctness of the statement.

¢ Cf op.est, Vol. 11, p. 315.
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enjoyed this privilege only by connivance. When Mir Jafar
was raised to the throne by the arms of the English Com-
pany, the trade of the servants increased with the authonty
of the Company, and they began to engage in the internal
trade of salt, some even claiming an exemption from duties !

Lord Clive, in his speech before the House of Commons on
March 3oth, 1772, said :

" Many years ago an expensive embassy was sent to Dethi to
obtain certain grants and privileges from the great Moghul in
favour of the East India Company, and amongst others was
obtained the privilege of trading duty free. The servants were
indulged with this privilege, under the sanction of the Company’s
name. The Company never carried on any mternal trade
Their commerce has been confined to exports and imports only.
It is impossible that the servants should have a more extensive
right than the Company itself ever had. Yet they claimed a
privilege of carrying on an inland trade duty free. The absurdity
of a privilege so ruinous to the natives, and so prejudicial to the
revenues of the country, is obvious. At the Revolution in 1757,
no such claim was set up, nor was any such trade carried on
publicly, or to my knowledge during my government, which
ended n the beginning of the year 1760."?

The Court of Directors in their despatches dated April
26th, 1763, said :

‘ Treaties of Commerce are understood to be for the mutual
benefit of the contracting parties. Is it then possible to suppose
that the Court of Delhi, by conferring the privileges of trading
free of Customs, could mean an inland trade in the commoditics
of their own country, at that period unpractised and unthought
of by the Enghsh, to the detriment of their revenues and the ruin
of therr own merchants? We do not find such a construction
was ever heard of until our servants first invented 1t, and after-
wards supported it by violence ; neither could it be claimed by
the subsequent treaties with Mir Jafar or Cossim Ally, which were
never understood to give one additional privilege of trade beyond
what the phirmaunds expressed.” ?

~

In spite of these clear and cut opinions regarding the
illegality of the whole affair, the evil was perpetuated for
some time even by Lord Chve, who had been sent out in

Y View of the English Government in Bengul, p 105,

* Hansard, Vol XVII, 1771-1774. P 334.
® MS Despatch to Bengal, para. 23.
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1765 to put down, among other things, the servants taking
part in mnland trade.

He established in 1765 what is known as the Salt Society
for conducting the trade in salt, betel-nut, and tobacco, in
the form of a monopoly, for the benefit of the Company and
its superior officers. This was in violation of the orders of
the Directors, who first authorized it and then ordered its
abolition.! In their despatch, dated November 2oth,
17672 while referring to the proceedings of the Bengal
Council dated September 8th, 1766, regarding inland and
salt trade, and their instructions regarding the exclusion of
all persons excepting the natives from being concerned in
mland trade, they said : ]

* Past experience has so impressed us with the idea of the neces-
sity of confiming our servants and Europeans residing under our
protection within the ancient limits of our export and import
trade, that we look upon every innovation in the inland trade as

an mtrusion on the natural right of the natives of the Country,
who now more particularly claim our protection. . . .”

But the policy of the Directors in this matter was not
consistent. Having abolished the trade of their servants in
articles of inland traffic, and having increased ® the allow-
ances of their superior servants, they again laid the inland
trade open. Bengal General Consultations, dated December
12th, 1770, announced the laying open of the trade in salt,
betel-nut, and tobacco to all persons throughout the
provinces, in view of instructions received from the Directors
in 1769. The Fourth Report of the Committee of Secrecy,
1773, remarked that, although trade was laid open to all
persons, natives and Europeans, the English subjects were
to be permitted to trade only upon the same footing and
subject to the same duties and restrictions as the natives or
other subjects. Lord Hastings by his notification dated
February 16th, 1773, prohibited to the servants of the

! Ninth Report from the Select Commuttee, 1783, p. 43-

3 MS Despatch to Bengal, para go

# In their despatch to Bengal, dated November 20th, 1767, the Directors
authorized the distnibution of 24 per cent of the net revenue of the newly
acquired termitories among the superior officers of the Company, in view
of their trade being confined to only export and import of goods from and
to India. Cf. paras 105-108.
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Company the privilege of the dustucks, and granted them
certificates on payment of the duty of 2} per cent. These
certificates enabled them to claim a drawback on making an
affiidavit that the goods were on their own account. The
Regulating Act of 1773, prevented the servants of the
Company,

. to engage, intermeddle, or be anyway concerned, directly

or. i;xduectly in the inland trade in salt, betel-nuts, tobacco or
rice except on account of the United Company.”

But as late as 1800, the idea that the natives of the Com-
pany’s possession as well as British subjects should have the
same freedom in trade as the foreign European nations, was
decried because of the Company’s monoply and its political
consequences,!

One reason which is generally given why the servants of
the Company insisted upon taking part in the internal trade,
free of duty, was the inadequacy of their salaries. Referring
to this matter, Lord Clive said before the House of Commons,
in 1772, as follows :—

** The salary of a Counsellor is, I think, scarcely £300 per annum,

and it is well known that he cannot live in that Country for less
than £3,000. The same proportion holds among other servants.” ?

Adverting to the luxury and extravagance of the Dutch
factors in the East, Stavorinus says,

* This mode of life naturally occasions an enormous expenditure.
The least in rank stand in need of five or six thousand rupees
annually, and even then they must practice economy.” #

The Court of Directors was also aware of the luxury and
extravagance of the English factors in Bengal, for in one of
their despatches, they said :(—

. for as it is notorious that even youths in our service
expend in equipage, servants, dress and living, infimtely more
than our stated allowances can afford, we cannot but be anxious
to discover the means by which they are enabled to proceed in
this manner.’

t Appendix 47. Supplement to Fourth Re 1812, p. 10,
$ Hansard, Vol. XVII 17711774, P 338port P
20p.ast, Vol I,p. 5

¢ Despatch to Bengal. Apnl 7th, 1773, para. 26.



-in Account of the Stated Salaries and Allowances to the Company’s Civil Servants in India 1

Salary and Allowances, C sion on the R
Bengal. Fort St George. Bombay. Bengal Fort St. George Bombay
‘ £ s £ s £ s £ s £ s |-£ s
The G:vernor p a 4,800 o 3,000 © 1,668 15 18,516 6 4,037 5 }3,000 ©
Second 1r Council . 368 15 276 10 287 9 2,687 17 1,057 7 goo ©
Third » . 342 13 12 10 145 © 1,104 12 480 12 450 ©
Fourth ' . . 342 13 129 10 125 O 1,104 I2 480 12 450 ©
Rest " each 342 13 129 10 125 0 1,194 12 480 12 450 ©
Senior merchants ,, 8r o 8 o 8 o — — —_
Junior " . 75 O 70 © 75 © _— —_— —
Factors oo, 6o o 60 o 70 © — — —_—
Writers . 50 © 60 o 60 o — — —
Besides salary and diet, such as are not provided with apartments are allowed house rent - viz, at

Bengal, £30 per annum ; at Bombay and Bencoolen, £30; and at St. Helena, {10
1 Ninth Report from the Commuttee of Secrecy, 1772-1773, p- 460

€191-LSLT ‘X TOJONOW NAANN
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On the last page is a statement of the salaries and allowances
of the various servants of the Company about 1772 to 1813.1

The port to port trade passed out into the hands of the
Company’s servants as early as between 1620 and 1630, and
the profits made in it made a substantial addition to the
salaries of the servants, considering that it was this trade
which principally attracted people into the Company’s
service.

Whether, then, the servants of the Company received an
adequate remuneration or not, may be judged by the above
statement of their remuneration and perquisites, and to a
certain extent by the following prices of the necessaries of
life at Calcutta in 1775.%,* While this statement of prices
does by no means supply a suitable estimate of the cost of
living of Europeans in India, it at least shows the gencral

Price at Previaus to
st s e | EEge P 172 20 A
Bengal Stie * Rupee *
Mds.~Sre Mds -Scs, Mds.~Srs,
Rice, fine, called Bhansephool
1st sort . .| 1I—~10 | 0—16
2nd ,, . . . .{ 1—23 | 0—18
3rd ,, .| 1—35 | o—zr1
Rice, coarse, called Desua .l 4—15 0—32
" " ,» Poorbie .{ 4—25 | 0—37 | 0— 60
" " ,» Mansurah .| 5—25 I— 0
. ,» Kurkashalle. | 7—20 1—1I0
Wheat : rst sort . . .| 3—0 | 0—32 | 0— 75
2nd ,, . . .| 3—30 | 0—35
Barley . . .1 8—o0 1—I13 | o—100
Bhenot—grain for horses . .1 4—35 | 0—20 | Javar—
to 22 150
Oil: zst sort . . . .| o—21 | o— 6}
2nd ,, . . . .| o—24 o— 63
Ghee : 1st sort . . .| o—10}} 0— 3
2nd ,, . . . ~(;—-xo o— 4

Fi

1 See Salanes of Servants, etc., Tableon p 47.
$ Appendix 15 to the Sixth Report from the Select Committee, 1782, p 952
® Ghulam Hussain. Sfwy Mutagherm, Vol 11, p. 438.
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purchasing power of the rupee in those days. But if Lord
Clive thought that the salary of each Counsellor should have
been ten times more than what he was actually receiving,
then all attempts at estimating the cost of living are hopeless.
But, as a matter of fact, it was not for making a living, but
for making * fortunes,” in a short tume, to be shippéd off
home that the servants entered trade, both internal and
external, and excluded the indigenous traders and merchants
wherever possible. The Directors testified to this when
they said,

€«

when youths have been suffered with impunity to exercise
sovereign Jurisdiction over the natives, and to acquire rapid
fortunes by monopoly of commerce, it can not be a wonder to us
or yourselves that Dadney merchants do not come forward to
contract with the Company " ?

To what extent this exclusion of indigenous traders and
merchants had been carried out may be judged by the
writings of the well-known contemporary Indian writer,
Saiyad Ghulam Hussain, who, writing in 1789, says :—

* Now matters go otherwise : service for the troopers and cavalry,
there 1s none at all: and of the various branches of trade, here-
tofore open to all, none is left free : they are engrossed by the
Company themselves, or by the Enghsh in general; as these,
whether they enjoy the Company’s Service, and of course have
power and influence, or chance to be otherwise circumstanced,
very seldom are without concerns in trade. But if, with all that,
1t happens that most of the superior military officers, whilst
showing a shyness for trade, are really merchants mvested with
high powers and authority, how can the poor subject pretend to

derive a subsistence from merchandising? Would they dare
ity e

Section IV
THE DRAIN OF WEALTH AND CAPITAL

A second economic consequence of the changed political
situation was the “drain” of wealth and capital® from

1 MS Despatch to Bengal, Apnl 7th, 1773, para. 2

2 Séw Mutaghersn, Vol. 11, pp 7P 3

8 As late as towards the end of the monopoly of the English Company
1t was stated that * The importance of that 1mg ense Empire to this
Country (England) is rather to be estimated by the freat annual addition

IvT,
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India, in the sense that something went out of the country
for which there was no commercial return. This began soon
after Plassey, and was aggravated by the grant of the
Diwand to the Company in 1765.

The subject has been commented upon by many writers
of the economic history of India—English, Indian, and
other foreign writers, and was considered responsible for the
great currency difficulties and industrial decay which was
experienced in India after 1757. Whether this was due to’
an actual transfer of gold and silver from India to England,
enriching the latter while impoverishing the former, cr in
some other way, we shall presently see.

There were several causes which combined to create this
drain and a fairly prolonged scarcity of currency in the
country.

In the first place, the gifts, exaction, tributes, and restitu-
tions, which were either voluntarily made or forcibly
required by the English Company and its servants from
various country powers and individuals, from 1757 to 1766,
had to be transferred to England. Without taking account
of the exaggerated ? estimates of the sums so acquired and
transferred, we note that the Select Committee of the House
of Commons, 1773, put down the total of,

. . . such Sums as have been proved or acknowledged before
the Committee to have been distributed by the Princes and other
natives of Bengal from the year 1757 to the year 1766, both
inclusive *’ ;

at £5,040,498, with the following summary detail :(—

Total of Presents ’ . . £2,169,665
,»  Restitution, etc. . . £3.770,833

exclusive of Lord Clive's Jagir.?
Next were the private fortunes made by the servants of
the Company and other-private English traders, sometimes

1t makes to the wealth and capital of the kingdom, than by any eminent
advantages which the manufacturers of the Country can denve from the
consumption of the Natives of India " Appendix 47, Supplement to
Fourth Report, 1812, p. 7

} Cf Adams Law of Cwvsluzatron and Decay, pp. 249~258. Digby
Pyosﬁemm Britesk India, pp. 31-35.

t Report 1., pp 19-22
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called free merchants, through external and internal trade,
duty free. It is very difficult to give an exact idea of‘the
amount of wealth sent out of the country in this way.”. A
single individual, Bolts, admits! that he made £go,000
through such trade during the course of six years.? That
many others made fortunes, and returned to England to
enjoy it, is suggested by the following passages :—

‘“ The vast wealth which poured into the coffers of individuals,
upon the ascendency of the English power in India, at the same
time that their number, in consequence of this great change,
rapidly increased there, soon overflowed the usual channel of
remittance through the Company, . . .” 8

and

* The rapid acquisition of riches in Bengal had recently sent so
many of the Superior servants, along with therr fortunes, to
Europe, that few remamed to fill up the vacancies in the Council,
except either men very young and mexperienced, or those whom
Chive described as tainted with the corruptions which had vitiated
the administration.” 4

A third cause of the drain was that up to the year 1757
the English Company’s trade with China was financed by
means of bullion from England. From then onwards
bullion began to be exported from India to China for
purchasing Chinese goods for the Company, the proceeds of
which were realised in England, and so never returned to
India. The amount of such remittances commenced with
£300,000 a year, and averaged about £100,000 a year.? In
ther despatch, dated April 26th, 1765, the Directors said,

 Wath particular satisfaction we see so proper an attention was
paid to that important branch of our affairs, the China Trade, by

¥ Willlam Bolts C deratsons on Indian Affairs, Vol 1,p. x1

* Hallward, op. cit, p. 3

? Appendix No 47. Supplement to Fourth Report, 1812, p 9.

& Mill  Haustory of Brstash India, Vol. 11., p 248

8 “ About an hundred thousand pounds a year 1s also remitted from
Bengal, on the Company's account, to China, and the whole of the product
of that money flows into the direct trade from China to Europe. Besides
this, Bengal sends a regular supply, 1n time of peace, to those Presidencies
which are unequal to their establishment * Ninth Report from the Select
Commuttee, 1783, p 16.
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setting apart ten lakhs of rupees out of our revenues, to be sent
thither."” *

Some of the other Asiatic territories of the Company, such
as Fort Marlborough and Bencoolen, were also supplied with
funds from India.? Private English traders and merchants
also added to this drain of bullion to China on their own
account, as much as £1,700,000 worth having been lent to
one company of merchants alone in China, none of which
ever returned to India®

The fourth cause of the drain was that, soon after the
acquisition of the Diwani, the English Company's investment
from India began to be made out of the territorial revenues of
India, the entire surplus of which was devoted to this
purpose. According to Burke’s Report of 1783,

** goods from Bengal purchased from the territorial revenues,
from the sale of European goods, and from the produce of the
monopolies, for the four years which ended with 1780 . . . were
never less than a milhion sterling, and commonly nearer twelve
hundred thousand pounds,” 4

In their despatch dated September x5th, 1785, the Directors
said that, on an average of five years ending in 1778, goods
were invested from India to Europe to the amount of 120
to 130 lakhs of current rupees, exclusive of what was sent
to China as well as of what was sent by the servants, both
through the English Company and the foreign European
Companies on the capitals of the servants. They therefore
ordered the investment to be increased to 150 lakhs of
rupees during the following two years, 7.e., 1786 and 1787,
in the following proportion :—

1 MS. Despatch to Bengal, para 12

3 Cf MS. Despatch to Bengal, dated March 4th, 1778, ordering Bengal
to supply Fort Marlborough {20,000, unconditionally, para. 16

2 " In a mernonal presented to the Governor-general and Council 1a
March, 1782, 1t appears that the principal money leat by Bnitish subjects
to one Company of merchants in China, then amounted to seven millions
of Dollars, about one million seven hundred thousand pounds sterhing .
and not the smallest particle of siiver sent to China ever returns to Indsa.”
Ninth Report from the Select Commuttee, 1783, p. 16 -

¢ Itud , pp. 15~16

§ MS. Despatch to Bengal, pp. 112-114.
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From Bengal . 115 lakhs of rupees?!
,» Madras . 25 " »
»” Bomba.y . 10 ) »

They show a little anxiety also owing to the heavy drain the
above amount would mean. Say they, in the same letter,

** We conceive that there is danger, lest by bringing to Europe too
large an amount of the revenues of those countnes in goods for
which %o return s made (1talics ours), we should occasion a dram,
which our territories may be unable to support.” 2

But the expected increase in investment did not take place ;
and 1n their letter ® dated March 27th, 1787, the Court
admitted that,

“ A scarcity of current specie, arising from the embarrassed
situation of the public affairs, and the great. discount on paper
currency, might possibly have some effect upon the investment.”

How much of the Company's investment was bought,
from the proceeds of the sale of exports from England ?
Speaking on the subject, the Select Committee of 1812 said,
* Those exports, it is sufficiently known supply but a small
proportion of the advance which the Investment demands.” ¢
The bills of exchange drawn by the servants of the English
Company after 1757, either upon the Court of Directors or
upon the foreign European Companies, should not be con-
sidered imports into India during the period of the Company’s
monopoly for two reasons. Firstly, these were purchased in
India, not from the returns of any capital that had been
invested in India either by the English Company or its
servants, but from the returns of money borrowed of
indigenous bankers in India, and invested in internal and
external trade, under circumstances already detailed.
Throughout the period of the Company’s monopoly it
discouraged the investment of British capital in India, and

1 Note the comparatively small capacity of Madras and particularly of
Bombay in the forexgn trade of the country, up to about the end of the

eighteenth century Of course, the cntenion used here 1s the amount of
surplus revenue which each Presidency could afford to invest into such
trade

* MS Despatch to Bengal, September 15th, 1785, p. 112.
8 MS. Despatch to Bengal, paras 247-248.
4 Appendix No. 47 Supplement to Fourth Report, p 19
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nexther its servants nor particularly the private merchants
had any to invest.* Secondly, in England, the sale proceeds
of the investment both from India and China, the latter
being out of bullion supplied from India was, evidently the
only fund out of which these bills could be paid.®2 Under
these circumstances territorial revenues and produce of
monopolies were, by far, the main source of the Company’s
investment.

We do not ignore the economic service that was rendered
by these traders. At the same time, it cannot be denied
that the returns for these services included very little, if
any, of capital introduced into the country from 1757 to
1813.

It may be pointed out in connection with this item of the
drain, that great hopes had been raised in England by Lord
Clive and other servants of the Company regarding the
imrmense stores of wealth from India which would be poured
into the coffers of the Company on account of the territorial
acquisitions. It was on the strength of these expectations,
which began to be partially realised soon after 1763, that the
Company raised its dividends from 6 to 10 per cent. in 1766
and to 12} per cent. in 1767, and agreed to pay annually the
sum of £400,000 to the British Parliament. But owing to,
mismanagement, and the haste with which its servants
enriched themselves to the disregard of the interest of their
masters, the expenditure on civil and military establish-
ments in India increased so greatly that the Directors were
compelled to seek the aid of Parliament for relief® for a

14, that the colomzation of Europeans in Brnitish India and all
measures leading to it, should be prevented ; that the transfer of capital
from Great Britain to the East, in the manner capital has been sent to our
Amencan Colonies, in order to raise produce there, would be the intro-
duction of one of the first principles of the Colonial System "’ Jbd., p 40.
Alsoseep 17

2 * The sole fund out of which the payment could be made was the sale
of the 1nvestment or the goods transmutted to them from Iadia and China.
If the quantity of these goods was less 1n value than afforded a surplus
equal to the amount of the bills which were drawn upon them, they
remained so far deficient 1n the ability to pay. And if the goods were sent
1n too exorbitant a quantity, the market was insufficient to carry them
off,” Mill, op cit, Vol. 11, p. 264

% Cf. Macpherson, op ¢, p. 196, and Despatch to Bengal, November
24th, 1772, p 433, whichreads “ From our repeated ordess on the subject
of remittances by draughts on us, you have been thoroughly warned of the
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short time. According to the Select Committee of the House
of Commons, 1773, there was a deficit in the Company’s
accounts for the earlier years of the period 1757 to 1772,
although there was a surplus of £3,877,000 for the eight
years 1766 to 1774. The surplus from revenue continued,
almost invariably, except during periods of great warfare.

And, finally, to complete the story of the drain and of
the currency difficulties in India, we have to take note of the
stoppage of the export of bullion to India, both by the
English and other European Companies, soon after 1757.
This affected the drain in an indirect manner.

Previous to the year 1757 Bengal alone used to import,
annually, bullion to the value of about one million sterling
as follows ; 1—

Through the French Company . £200,000

» » English . 250,000
. ,» Dutch . . 300,000
" » Danish . 30,000

. Persiaandthe RedSea . 180,000
£960,000
E———————

‘We have already noticed how the French trade with India
declined between 1757 and 1765. The English Company
stopped the exporting of bullion because,

‘* (1it) was hberally furnished with money, either stipulated for
indemnification, restitution, etc., or borrowed of private indi-
viduals on therr bonds or bills,” 2

and later because of the surplus revenues. The Dutch
Company lost its importance in Indian trade after its defeat
in Bengal in 1759. The Persian and the Red Sea trade was
ruiried by 1757, . . . by the overgrown influence of the

difficulties that we apprehended would one day befall the Campany from
your acting contrary thereto, that day 1s now come upon us, and we are
labouning under the greatest pressure in regard to a want of cash that we
have ever yet felt, and indeed the want 1s so great that nothing but the aid
we shortly expect from Parhament can possibly give us relief at present.”
: }_/’erelst. op ot , pp. 85-86.
0c. ¢Hf.
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European Companies " and by political difficulties in Persia !
The remaining European Companies, instead of bringing any
bullion, were provided with funds for their investments by
the servants of the English Company and other Enghsh
traders against bills payable in England.? Verelst sums up
the total loss from this cause alone, from 1757 to 1766 as
follows :—

‘ From the reduction of Chandernagore in 1757 to the commence-
ment of a gold coinage in 1766, Bengal had lost, by deficiency in
the usual imports of bullion and by exportation of silver more
than eight milhon sterling.” 3

As regards the form in which the drain took place;
popular belef, encouraged by some contemporary evidence,
though net of an incontestable nature, is that bullion
actually flowed out of the country into England. Apart
from the unsubstantiated views of Brooks Adams and
Digby, referred to above,d there are Minutes recorded by
Verelst, Francis, Hastings and Shore, all referring to the
export of silver to England. The Court of Directors, in their
despatch dated December 15th, 1775, said,

* Information bemng given t6 us, that a considerable quantity
of gold, silver, and diamonds, had been imported from the East
Indies by the men of war lately arrived from thence, and lodged
for safe custody in the Bank of England, we have required that
the same should not be delivered to the respective proprietors
without our express permission, nor until the Company’s duty’
shall have been regularly paid.”

*Of the above articles we are informed that several of them
do not appear to have been registered.” &

But neither the Select Committee nor the Committee of
Secrecy, 1772 to 1773, refers to this export, though both
were conscious of the great scarcity of silver in Bengal. It
would not be unreasonable, therefore, to conclude that some

1 Loc. cit.

2 Raynal, op. cst, Vol. L, p. 462.

& Loc cut.

4 See above, p 50

8 MS Despatch to Bengal, paras. 13-14. Also Despatch to Bengal,
dated February 11th, 1773, para 7, and Despatch to Bengal, dated Sep-
tember 15th, 1785, pp. 113 and 122~124.
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of the drain was actually in the form of bullion, though not
1 a large quantity, generally smuggled into England by
private imdividuals to avoid the Company’s import duty of
5 per cent., or openly after paying the duty.

The Nmth Report from the Select Committee of 1783
makes a very definite pronouncement upon the subject.
Speaking of the surplus revenues, and of the means adopted
for its transmission to England, it says,

“To send 1t out in silver wag subject to two manifest incon-
veniences, First, the Country would be exhausted of its circulating
medium. A scarcity of comn was already felt in Bengal Cossum
Al Khan during the short period of his power had exhausted
the Country by every mode of extortion ; in his flight he carried
off an immense treasure which has been variously computed,
but by none at less than three millions sterling. . . . The next
and equally obvious inconvenience was to the Company itself.
To send silver into Europe, would be to send 1t from the best to
the worst market. When arrived, the most profitable use which
could be made of 1t would be to send it back to Bengal, for the
purchase of Indian merchandise. . . . It was necessary, there-
fore, to turn the Company’s revenue into its Commerce.” 1

From this it appears that the major portion of the drain
from India was not in the form of bullion, but in that of
goods, though it does not alter the fact that wealth went
out of India, for which there was no commercial return.

As a matter of fact there were cheaper ways of trans-
mitting wealth to Europe than through the export of gold
and silver. The purchase of diamonds in India and sending
the same was one very frequently used.? Bills upon the
Directors of the English Company purchased from their
agents in India and payable in England was another,
though not very much favoured for two reasons. In the
first place, the Directors were not very willing that such
bills should be drawn upon them, and they allowed these,

P P o1s5

2 “ That Lord Clive did make extensive purchase of diamonds 1s well
known, and he explained the reason 1n a speech which he made 1n the
House of Commons on the 3oth of March, 1772. Speaking of the neces-
sity of finding a mode of remitting the proceeds of lus jaghir (about
Rs 30,000 a year), he said, ‘ For this purpose and tuis orty, I sent an agent

nto a distant and independent country to make purchase of diamonds *
Hallward, op. ¢t , p. 32 ’
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‘at too low a rate of exchange to be availed of.”! As
noticed above, the only fund out of which they could pay
these bills was the sale proceeds of the goods from India
and China, and if the quantity of these was less than afforded
a surplus to pay these bills, they remained deficient in
paying up. Secondly, owing to previous heavier drawings
in India and consequent embarrassments in England, the
Company was restrained by Act of 1773 from accepting any
more bills than £300,000 a year, exclusive of certificates to
the amount of £5,000 to the commanders and officers of
each of the Company'’s ships. From time to time this limit
was raised until it stood at £650,000 by 1800,% although the
amount of bills actually drawn was always greater than that
allowed by Parliament and the Directors, so great was the
demand for transferring fortunes to England, in spite of the
low rate allowed by the Company. The following are the
amounts of bills drawn from 1764 to 1828 : —*

1764 to 1778, £6,996,000 = £466,000 average per annum.

1779 to 15791, £11,278,000 = £867,000 " "
1792 to 1813, £26,158,000 == £1,143,000 " o
1814 to 1828, £15,302,000 == £1,020,600 " »

But there was still more wealth to be transferred in spite
of the above excessive, prohibited, and disadvantageous
drawings. This was accordingly done through the other
European Companies in India against bills payable in
England. This enabled the foreign companies also to com-
plete their investments without the necessity of importing
bullion into the country, which became a matter of great
concern to the English Company and Parliament throughout
the period under consideration. The Select Committee of
1783 ¢ estimated that the purchase of bills from foreign

1 MS Despatch to Bengal, dated August 28th, 1771, indicated the
Directors’ surprise and indignation at the draughts on them, at a hugher
rate than that sanctioned by them in their instructions, dated June 27th,
1770, and Apnl 10th, 1770, and intimated to their agents in Indsa that they
would be required to make good the losses sufiered by the Company
through therr disobedience. Paras. 35-36.

* Appendix 47. Supplement Fourth Report, 1812, p 25.

* Lords’ Commuttee of 1831, pp. 567~568, quoted by Professor Hamuilton,
Trade Relatrons between Euglam} and India, p. 147

4 P, 16.
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companies amounted to about £1,000,000 per annum.
Measures were, therefore, taken to prevent Enghshmen
from buying bills on these companies, and to encourage the
export of their wealth directly to England in the form of
goods.

It would be indeed very interesting to know the total
amount of wealth which left the country, or was prevented
from coming into it, owing to the various causes enumerated
above. But there are so many gaps in our information that
any attempt at calculating it 1s, at the best, conjectural.
Professor Hamilton says : )

*“)f the total drain in merchandise that came into England
directly between 1757 and 1780 both on account of the Company’s
territorial tnibute and of the gains of the private Enghsh traders
were estumated at a total of £1,000,000 per annum, 1t is probable
that the estimate would be 1 excess.”

Further down, referring to the indirect drain to England
through the European companies, he says :

. . . if the total foreign drain to England, direct and indirect,
between 1757 and 1780 was estimated at a million and a half
sterling per annum, it is probable that such an estimate would not
place the amount too low.” *

Professor Sinha, by means of some very careful calculations,
places the amount of the drain from 1757 to 1780 at
£38,400,000, and says :

‘ Even if it was a few million pounds less, it must have been a
very heavy burden on the people of Bengal,—much heavier at
that time than it would be at the present day, because the pur-
chasing power of the rupee was then at least five times as hugh.” 2

According to the above calculation also, the amount of the
annual drain.during the period works out to a little over a
million and a half sterling per annum. Both stop at the
year 1780, evidently because of a passage in Burke’s Report,
which, referring to the year 1780 in connection with these
investments, says, ' when the investment from the surplus

1 Op ctt., pp "147~148.
# Economic Annals of Bengal, p. 52.
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revenues finally closed,” ! implying thereby that investments
made after that date were from some other source. In
fact, Professor Hamilton quotes Francis, who, writing in
1781 to the Court of Directors, seriously thought that they
could never again have an investment from the revenues of
Bengal.

But 