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21.1 INTRODUCTION

The proposition that the medieval Indian economy was predominantly agrarian in
character hardly needs any emphasis. Though the absence of edsusilar data

for the period makes it impossible to assign precise values to the sectoral origin of
output and the occupational distribution of the work force, there can be very little
doubt that the agricultural sector accounted for an overwhelmompgion of both

the total output and the total employment in the economy. By the same token, the
bulk of the state revenue was also provided by this very sector in the form of land
revenue. Each of the other two sectors viz. the-agicultural sector mducing
mainly handicraft goods and the services sector, including the trade sector, was
comparatively much smaller in size though obviously no precise estimates of the
respective sizes are possible.

When one looks at the structure of the economy in thessd terms, the trade sector

in medieval India was undoubtedly a comparatively small sector. It generated a
comparatively small proportion of total income and provided a comparatively small
proportion of total employment. But it is important to realizat tthese proportions

may be a grossly inadequate measure of the role that trade and exchange are likely to
have played in the working of an economy such as that of medieval India. According
to circumstances, the role of trade and exchange can vary adgedads between
economies and the size of the trade sector is not necessatrily a reliable indicator of its
importance in the overall working of the economy. Trade in medieval India at the
local, interregional as well as the international level performedaae very crucial



functions which had far reaching implications for all sections of the community
including peasants and artisans.

It is quite true that the bulk of the population in medieval India lived in villages
whose needs for goods and services watisfied largely through production for use.

But at the same time, it must be recognized that there was an impressive and large
scale exchange of goods at various levels. To take into account one important factor,
on an average between 40 to 50% of thesg agricultural produce in Mughal India

was collected as land revenue paid in or eventually converted into cash. This
extremely high proportion of marketed to total agricultural output naturally involved

a great deal of exchange and trading activity itbstanding the fact that the
agricul tural sector 6 s o wn-agiiltomlrsectorfvasr t h e
minimal. The towns were dependent on the villages for the supply of not only
primary products but also a large part of the manufactured gbegisconsumed.

Even for industries based in the urban areas, a large part of the raw materials
originated in the countrgide.

21.2 INTRA-REGIONAL TRADE

A large volume of internal trade in items such as foodgrains, other agricultural
produce such as cotipother raw materials and finished manufactured goods across
the length and breadth of the country contributed a good deal to the growth of
productivity in both the agrarian and the ragrarian sectors. The achievement of an
extraordinarily high degre®f market dependence is suggested by bits of evidence
like the poor peasants of the Hgeowing riverine systems of southeastern India
consuming not the expensive paddy crops which they produced, but millets and dry
grains from the interior. Foodgraingw materials and finished products travelled
long distances for eventual consumption in production centres and markets providing
t he highest return. Bengal was known to
provided large quantities of items such a® risugar and oil to many parts of the
country besides neighbouring countries such as Sri Lanka and the Maldive Islands.
The cotton textile industry of the Coromandel coast depended for a large part of its
raw material on Maharashtra and Berar. In Bengélleathe finest Dhaka muslins
were woven from higlgrade cotton grown in the vicinity of Dhaka itself, the bulk of
the cotton used in the extensive cotton textile industry in the province was imported
from areas such as Gujarat. The important silk tektideistry in Gujarat, in return,
obtained the bulk of its supply of higirade raw silk from Bengal. The large volume

of trade between the east and the west coasts was done via the heartland of the
Mughal empire. Luxury silks and muslins were a staple itetie cargo sent from
Bengal to Agra for use by the Mughal aristocracy. Some of these goods were re
exported from Delhi and Agra to the west coast along with indigo from Bayana and
clothes produced in Hindustan. They were exchanged, among other goods, for
Gujarati silk textiles and luxury items from the Middle East. The trading communities
in north India included Punjabi Khatris and the Rajasthanis, but perhaps the most
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dominant group was that of the Gujarati merchants who controlled the great cross
country trade route from Surat to Murshidabad. Indeed, on the basis of their excellent
market information and large capital resources, many of these Gujarati merchants had
settled down in various parts of the country including Bengal, several branches of
whose tade, both by land and water, they eventually came to dominate.

There were also significant overland trading links with Persia and Central Asia via
the northwest. The route to Persia stretched from Agra to Lahore to Qandahar on to
Isfahani the central maet of Persia (see Map on page 8). The volume and value of
the trade on this route seems to have been reasonably large with-20,000 camel

loads travellingeach year from Lahore to Isfahan in the early part of the seventeenth
century with all kinds ofelatively highvalue goods manufactured or grown in the
north Indian plains. Ordinarily, overland transportation, particularly when it also
involves a certain amount gfrotection cost payable to the tribes through whose
jurisdictions the caravans wouldve to pass, is more expensive than transportation
by sea. But in the case of the Ind®ersian trade, the Dutch East India Company
factors at Agra maintained that the land route between Agra and Isfahan via Lahore
and Qandahar cost less per unit of gotrdssported than the larmim-sea route
which would involve the transportation of the goods from Agra to Surat by land, on to
Bandar Abbas by sea and finally from Bandar Abbas to Isfahan by land.

The route connecting the Mughal heartland with central Alsia started at Agra and
continued on to Lahore and Peshawar reaching Kabul via the Khyber Pass. It then
continued on to a chain of Indian trading settlements which stretched far up into
central Asia to Astrakhan and Lake Balkh. This was a significade tvéhich took

Indian spicestextiles and other goods up to Bokhara and beyond in search of gold
and silver, horses, silks and Chinese porcelain. The scale of this traffic may be judged
by the effect of a single accidental fire in Peshawar fort in 158@. dibaster
destroyed 1,000 camelloads of goods belonging to the merchants who had sheltered
there when the route was temporarily obstructed. As long as the chiefs of the Afghan
and other tribes were given their usual cut, the caravan trade on this intgikyr
moved quite smoothly.

21.3 SEABORNE AND COASTAL TRADE

In addition to a fairly impressive amount of internal trade and a certain amount of
external trade by land, the medieval Indian economy was characterized by a large
scale coastal and high sdesde carried on from its extensive coast line. On the eve

of the arrival of the Europeans into the Asian Seas at the beginning of the sixteenth
century, maritime trade from India was an important constituent of the Indian Ocean
trade, alternatively refeed to as Asian trade. Traditionally, the great arc of Asian
trade included the Persian Gulf and the Red Sea in the northwest and Japan in the
northeast. The principal natural divisions of this huge area were the Arabian Sea, the
Bay of Bengal and the SoutBhina Sea. Within each of these zones, there were
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important blocks of ports across which a large amount of trade had traditionally been
carried on. The western or the Arabian Sea zone included ports in the Persian Gulf,
the Red Sea, those on the East @n coast and on the west coast of India. The Bay
of Bengal network included ports in Sri Lanka, the Coromandel coast, Bengal,
Burma, Thailand, Malaya and Acheh in Sumatra. Ports such as Canton and Zaiton in
the South China Sea had extensive contactswitiththe Indonesian ports as well as
with ports in the straits of Malacca (see Map on page 8).

India played a central role in this structure of Asian trade. In part, this indeed was a
function of the midway location of the subcontinent between west Asitie one

hand and southeast and east Asia on the other. But perhaps even more important was
the subcontinentds capacity to put on the ma
highly competitive prices. These included agricultural goods, both food itethsasu

rice, sugar and oil as well as raw materials such as cotton and indigo. While the bulk

of the trade in these goods was coastal, the-$ggis trade component was by no

means insignificant. The real strength of the subcontinent, however, lay in the
provision of large quantities of manufactured goods, the most important amongst
which was textiles of various kinds. While these included high value varieties such as

the legendary Dhaka muslins and the Gujarat silk embroideries, the really important
componat for the Asian market was the coarse cotton varieties manufactured
primarily on the Coromandel coast and in Gujarat. There was a large scale demand

for these varieties both in the eastern markets of Indonesia, Malaya, Thailand and
Burma as well as in thmarkets of the Red Sea, the Persian Gulf and East Africa.

While it is impossible to determine precisely what proportion of total domestic
demand for mass consumption textiles in these societies was met by imports from
India, the available evidence wouldesn to point in the direction of this not being

al together I nsignificant. Il ndi ads capacity t
guantities and to put them on the market at highly competitive terms made it in some
sense the O6i ndus tsurfoantied byhvedh Asia on ohenside ané gi o n
southeast Asia on the other.

This circumstance also determined to a | arge
imports from the rest of Asia. This demand consisted essentially either of

consumption goods which weenot produced domestically for soil, climatic or other

reasons, or of minerals and metals of various kinds whose domestic supply was either

nil or substantiallybelow the total demand. In the first category were items such as

fine spices like clovesjutmeg and mace from Indonesia, and horses and rosewater

from west Asia. The second
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category included rubies and other precious stones from Burma, as well asimetals
both precious and neprecious. By far the most important Rprecious metal

imported was tin from Malaya. Precious metals, mainly silver, were imported
overwhelmingly from west Asia. It was for this reason that, from the sixteenth

century
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of the Mughal empire. It is really immaterial for our purposes whether the imported

preciousmetals are treated as a commodity import or as a means of settling the
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adverse balance of trade that the concerned trading partner of the subcontinent had
with it. The important point to emphasize is that by virtue of her relatively more
advanced structuref manufacturing production and her capacity to provide large
guantities of basic manufactured consumption goods such as inexpensive cotton
textiles at highly competitive terms, India significantly enhanced the basis of trade in
the Asian continent. Sheonhonly provided the textiles and, on a more modest scale,
the foodgrains and the provisions in great demand in the neighbouring societies but
also provided an important outlet for their specialized agricultural, mineral and other
products. Trade satisfiatlfferent kinds of consumption needs for India as compared
with her numerous trading partners in the Indian Ocean region. This by itself
provided an excellent basis for a significant and growing level of trade. It is really in
this sense that the critidglimportant role of India in the structure of early modern
Asian trade needs to be assessed.

21.4 INDIA AND THE ASIAN TRADE

The key position of India in the structure of Asian trade was also reflected in the
importantrole of the Gujarati and other Indignading groups in the actual conduct of

this trade. This role, if anything, was strengthened in the course of the fifteenth
century which witnessed the fragmentation of Asian trade intodedéihed segments.
Increasingly, the participation of the Arab rmoleants became confined to the trade
between west Asia and the west coast of India. This left the trade between the west
and the east coasts of India on the one hand, and the eastern Indian Ocean region on
the other, almost exclusively in the hands of amgdii the Gujaratis more than anyone

else, but also the Chettis, the Chulias and other groups from the Coromandel coast,
besides the Oriyas and the Bengalis. The participation of the Chinese merchants was
now restricted by and large to controlling the &dsktween China and Malacca,
while the Indonesian and the Malay merchants hardly seem to have ventured beyond
the interisland and the poitb-port trade in the Malajndonesian region. In sum,
Indian merchants from different regions of the country cartstit an important
trading group operating in the Ocean.

From the vantage point of India, the two principal segments of maritime Asian trade
were the western Indian Ocean and the Bay of Bengal. In the west, the link through
the Red Sea and the Persian Gantended overland to the southern coast of the
Mediterranean. The Bay of Bengal littoral extended through the straits of Malacca to
the South China Sea going all the way to Japan. In the west, the area of operation of
the Indian merchants stopped at thel Bea and the Persian Gulf ports, while in the
east it extended as far as Malacca. While there were-aléaand by and large
autonomous areas of operation and linkage in each of these two broad segments and
there is a certain amount of merit in analyseagh of these separately, it must be
recognized that there was a considerable amount of interdependence and interaction
across the two segments and that neither of the two should be regarded as a fully
autonomous and setbntained system. One only ne¢dsefer to the large volume of
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direct trade between Gujarat and Indonesia to realize the significance of this caution.
This was equally true at the level of coastal trade as well, and one only has to remind
oneself of the regular trade links in the fifbdle century between the ports of Bengal

on the one hand and those of the west coastboth Malabar and Gujaraton the

other.

In both the Arabian Sea and the Bay of Bengal, a considerable amount of trade was
carried on both on the higgeas as well asn the coastal trade circuits. The coastal
circuits were often dominated by trade in agricultural products such as foodgrains and
other bulk goods, and were usually characterized by the use of relatively small craft
which would ordinarily not be usable dne highseas runs. Also, in comparison to

the highseas connections, the role of the monsoon winds was comparatively limited
in determining the rhythm of trade on the coastal circuits.

21.5 THE WEST COAST

The west coast of India could conveniently dmnceived of as consisting of four
distinct segments divided roughly at the ports of Chaul, Karwar and Cannanore. To
the north of Chaul lay the Gujarat coast; from Chaul to Karwar was the Konkan coast;
south of Karwar to Mount Eli immediately to the noaththe port of Cannanore was

the Kanara coast; and to its south the Malabar coast. During the fifteenth century, the
ports of Cambay in Gujarat and Calicut in Malabar were the two major international
ports on the west coast of India, and between them hhegled a considerable
amount of reexport trade. Gujarat was a major trading area in the subcontinent and
the Gujaratis mostly Muslims but also including Hindu tradérdad traditionally

been a dominant group amongst the Indian mercantile communiies. most
important of the new ports to emerge during the fifteenth century was Malacca, to
which the Gujarati merchants shifted their trade from the Javanese and the Sumatran
ports on which they had concentrated until then in their eastern trade. Thla gfowt
Malacca continued in the second half of the fifteenth century, and so did the Gujarati
share in the trade of the port. The goods that the Malawead ships leaving
Cambay carried were, in part, coloured woollen clothes and glassware from the
Mediteranean, and items such as rosewater, opium, indigo and silver from west Asia.
But a large part of the cargo would seem to have consisted of textiles manufactured in
Gujarati mainly of coarse cotton, though more expensive varieties including those
manufactired from finequality cotton and silk also seem to have figured in the list.
The cargo obtained in exchange at Malacca included Chinese goods such as silk and
porcelain, Indonesian spices such as pepper, cloves, nutmeg and mace, besides woods
and aromatis, and precious and nqmecious metals such as Malayan tin. In addition

to Malacca, the Gujarati ships from Cambay called at ports such as Acheh, Kedah,
Tenasserim/Mergui and Pegu. The goods carried to these ports were broadly similar
to those carried tdMalacca: the goods brought back were largely of local origin,
rather than cosmopolitan as in the case of Malacca.



There was also a large amount of coastal trade carried on between Cambay and other
smaller ports of Gujarat on the one hand, and ports oKdh&an, Kanara and the
Malabar coasts to the south, and those in Bengal, on the other. The principal
commodity procured in the Konkan ports of Chaul and Dabhol was textiles, while the
main item procured in Kanara and Malabar was pepper. A certain amaicg ofas

also procured in Kanara. At Calicut, limited quantities of Chinese and Indonesian
goods were also picked up. Bengal provided foodgrains and provisions such as sugar,
butter and oil in addition, of course, to textiles of different varieties.

A patt of the large conglomerate of goods brought to Cambay was obviously destined
for consumption in Gujarat, as well as the large north Indian hinterland supplied by it.
But a good proportion would seem to have beeexported mainly to west Asia, the
most mportant ports in the region at this time being Aden and Jeddah. The other
important constituent of the cargo to west Asia was textiles manufactured in Gujarat.
These were predominantly those manufactured from coarse cotton and intended for
mass consumptig though superior varieties manufactured from fine cotton and silk
also figured in the list. The route from Cambay to Aden would seem to have been
dominated by the Arab, Persian and other west Asian merchants, though the Gujarati
merchants also operated this route in an important way.

21.6 THE EAST COAST

The two principal trading regions on the east coast of India were the Coromandel
coast and Bengal. The Coromandel coast is conventionally defined as including the
stretch between Point Godavari and tekand of Manar, south of which lies the
Fishery coast. To the north of Point Godavari is the Gingelly coast which is
sometimes also included in the Coromandel coast. For our purposes, Bengal would be
defined as including the Orissa ports of Pipli and 8ale. There was a fair amount

of coastal trade between the ports of the two regions, dominated, it would seem, by
the merchants of Bengal. At the beginning of the sixteenth century, the principal
Coromandel port was Pulicat linked via Tirupati and Penu&dodhe imperial city

of Vijayanagar to the northwest. In Bengal, by far the most important port was
Chittagong which was linked to the capital city of Gaur. Satgaon was next in
importance until about 1580 when, due to the silting up of the waterway ich Wwh

was situated, it was succeeded by Hugli. Pipli and Balasore in Orissa were the other
important ports in the region.

The highseas trade from Pulicat was basically in two directions: to Mergui and the
ports of the Irrawaddy delta in southern Burmattoe one hand, and to Malacca and
ports further east in the archipelago on the other. While the trade with Mergui was
marginal, that with Pegu and lower Burma, in particular the ports of Martaban and
Cosmin, was more substantial. The principal exports fPoificat consisted of textiles
produced all over the Coromandel coast and red yarn from the Krishna delta. The
imports into Coromandel included items such as gold, rubies, timber, tin, ivory and
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copper. The link to Malacca was perhaps even more impotiaiit.its capture by

the Portuguese in 1511, the annual traffic to the port from Coromandel usually
consisted of one large ship and as many as five smaller ships. The principal items
imported into Pulicat included Indonesian spices, various kinds of v@iodese silk

and other goods, gold and nonprecious metals such as tin, copper, quicksilver and
vermilion. A major trading group at Pulicat was that of Muslims, a few of Arab
origin, but mainly members of the Muslim communities of coastal southeastern India
known as Chulias in parts of southeast Asia and as Marakkayars in Coromandel. The
trading community also included Telugu speaking Chettis of the Balija and Komatti
communities as well as Armenians. At the Malacca end, the mercantile community
consisted drgely of the sealled keelingmerchants of Tamil and Telugu origin led

by people like Nina Chatu and Nina Suryadev. The Sultan of Malacca himself is also
known to have participated in this branch of commerce. There was regular trade
between Bengal and @mandel based on the import into ports such as
Masulipatnam of rice, gram, wheat, long pepper, opium, clarified butter and Bihar
saltpetre by an annual coastal fleet from Bengal. While the ships from Bengal usually
returned from north Coromandel itselhose from the Gingelly coast went further
south to supply central Coromandel as far as Pulicat and Sdo Tomé. The Coromandel
cargo carried back to Bengal was raw cotton, tobacco, iron and crucible steel, and
some textiles, but the profit seems to have lmeade largely on the outward journey.

As far as Bengal was concerned, in addition to the coastal trade with southeastern
India, the major commercial links extended to the eastern littoral of the Bay of Bengal
and Malacca, to Sri Lanka, the Maldives and Mala and finally to the Gujarat, the

Red Sea and the Persian Gulf complex. The eastward trade was dominated by the
trade to Malacca. The exports from Bengal included textiles, rice, sugar and
conserves, while the imports were a varied lot. These includedeB camphor,
Moluccan spices, pepper, sandalwood, Chinese porcelain and silk, preciousi metals
perhaps mainly silveir as well as base metals such as copper, tin, lead and mercury.
The connection with Burma was mainly through the ports at Martaban nDagb
Cosmin.

The exports to Sri Lanka, the Maldives and the Malabastcwere again mainly
textiles and foodstuffs, including large quantities of rice. Indeed, besides Kanara,
Bengal was the principal rice surplus area in the entire region and areasssineh
Maldives depended mainly on Bengal for their rice requirements. The principal items
brought back by the Bengal vessels were cinnamon and areca from Sri Lanka, cauris
(used extensively in Bengal both for ornamental purposes as well as in the form of
low denomination currencyfyom the Maldives, and pepper, of which again Bengal
was an important consumer, froMalabar. The trade to Gujarat was carried on
primarily through Cambay, while the trips to Mocha in the Red Sea were often made
after a stopoveat the Maldives. The principal goods carried were textiles, sugar and
long pepper, while the principal item brought back from Mocha was silver.



The accounts of Portuguese travellers Tome Pires {1513) and Duarte Barbosa

(c. 1518) also enable one to ajgher the principal components of the mercantile
community operating from Bengal. The indigenous merchants of Bengal are
described as 6émerchants with great fortunesé6
trading community. But a large part of the trageuld seem to have been controlled
either by merchants based at the partner ports or by foreign merchant groups settled in
the Bengal ports. Thus the trade with Malacca was dominated kglthgmerchants

settled there. The pepper trade with Pasai aidie Rvas carried on by Persian
merchants settled at the port of Chittagong. Thisrasttioned group would seem

also to have dominated the trade to the middle and the western Indian Ocean ports,
though the traders on these routes also included TurkssARamis, Abyssinians

and merchants from Chaul, Dabhol and Goa.

The essentials of the Indian maritime trading network as outlined above remained by
and large unchanged over the course of the sixteenth, the seventeenth and the
eighteenth centuries. The aal of the Portuguese into the Asian Seas at the
beginning of the sixteenth century did indeed introduce some elements of change in
the functioning of this network but it is important not to eeerphasize the nature or

the magnitude of such changes. Jtfee example, simply not true to claim that on the
strength of the superior fighting power of their vessels operating in the Asian Seas,
the Portuguese were able to dominate the Indian Ocean trade at the cost of Indian and
other Asian trading groups. De@s such as theartaz system which obliged Indian

ships operating on specific routes to seek prior permission of the Portuguese and
paying customs duties at the ports controlled by the latter were at best minor irritants
involving a small additional codtom the point of view of the Indian maritime
merchants and nothing more. More direct intervention byEstado da India(lit.

State of India; functioned on behalf of the Portuguese Crown) through devices such
as the concession system on a reserved tmgis again did indeed cause a certain
amount of dislocation and inconvenience to say the merchants operating from a
Coromandel port such as Pulicat. But the response of the Indian merchants was to
create an alternative network of ports in the Bay of Beagd avoid the Portuguese
controlled ports. It would seem to be almost certainly the case that the overall
implications of the Portuguese practices and policies for the fortunes of the Indian
maritime merchants were practically nil.

With the arrival of tle English and the Dutch on the scene at the beginning of the
seventeenth century, the overall situation did not undergo any fundamental change.
Though both these Companies formally took over dagaz system, it was never
enforced with any vigour by eitheOf the two, only the Dutch East India Company
engaged in intrésian trade and was concerned about competition from Indian
merchants operating on the same routes, but there was very little the Company could
do about it. The Europeans had no option bydarticipate in the maritime trade from
India as simply another group of merchants doing business in the region.
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This situation was eventually altered to a certain extent in the second half of the
eighteentltentury when the English East India Compangsteddiwanirights (right

to collect revenues on behalf of the Mughal emperor) in the Baagah(province)

in 1765 fromthe Mughal emperor. The employees of the Company engaged in trade
on their private account took full advantage of the political paveev available to

the Company. This power was often used to create unauthorised monopolies of
various kinds, particularly in highly profitable items of trade such as opium. The trade
of the rival Indian merchants was also sought to be hindered in ayvafiether

ways. It is, however, a great tribute to the basic strength and the resilience of the
Indian maritime merchant that he steadfastly refused to be overwhelmed by the fair
and unfair competition provided by the English private traders. If the wikdeéhina

where opium figured in a big way now became unviable for the Indian merchant, he
sought new markets in SodlHast Asia and by and large made up for the loss of the
China market. The point is that while it was indeed the case that the newty foun
power of the English created problems for the Indian maritime merchant, he
displayed sufficient flexibility to be able to stay in business.

21.7 HISTORIOGRAPHY OF ASIAN TRADE

In order to put our discussion in perspective, it might be useful to refeftybio

some key concepts that have emerged in the historiography on Asian trade over the
last three quarters of a century or so. The pioneer in the field was a Dutch soeiologist
historian Jacob van Leur who argued that the Asian merchant was no moie than
pedlar and that the trade was overwhemingly in luxuries. The role of the merchant
was confined to hawking his wares from market to market and the only change in the
trade was the waxing and waning in its volume. Van Leur was clearly wrong in
maintainingthat trade in luxury goods was a principal characteristic feature of Asian
trade. We now know on the basis of detailed research that it was indeed the trade in
ordinary goodsi the most important component of which was Indian textiles of
everyday weai that domi nated the Asian trade. But Var
found a strong supporter in Niels Steensgaard, a Danish historian who further refined
the hypothesis and developed it almost into a theory. Steensgaard argued that the
pedlar of the Indian Oceaoperated in a world of netnansparent markets and did not
enjoy the protection of buffers such as intermediaries and stocks against possibly
large price fluctuations. An Indian historian, the late Ashin Das Gupta argued that the
concept of pedlar was haecessarily in conflict with the fact that in addition to the
predominance of small merchants who travelled the maritime routes in the Indian
Ocean with their bundle or two of coarse cloths, wealthy-ehiping merchants such

as Mulla Abdul Ghafur alsogpticipated in the Indian Ocean trade in an important
way. He agreed with Steensgaard that the markets in the Indian Ocean were small,
easily glutted and exceptionally erratic. Da
matching demand and supply, only no onalddell the state of demand and supply
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much beforehand. This meant that even the large operators were the victims of the
eccentricities of the market. If insecurity be accepted as the reah&edl of peddling
trade, then the Indian Ocean marketintagel vy 18t h century was a ped!|

Another concept that Niels Steensgaard developed in the context of the growing
Europearparticipation in the Indian Ocean trade in the sixteenth and the seventeenth

centuries was that of Asiatic Trade Revolutionteeé®sgaard argued that the

Portuguese Europeadsian trading network, using the newly discoveredwadter

route via the Cape of Good Hope on an exclusive basis, was essentially a

redistributive enterprise which basically meant that the Portuguese stdeita

monopoly power over the route to force the Portuguese merchants to share their

profits with it and by and large acted as a parasite. This situation, according to

Steensgaard, changed radically from the beginning of the seventeenth century onward

with the establishment of the Dutch and the English East India Companies. He drew a

sharp contrast between the seigneurial and redistributive nature of the Protuguese

enterprise on the one hand and the rational and produdtiwitgximizing policies of

the @ mpanies on the other. Thus, At he Portugu:¢
business butacustemouse. 6 On the other hand, the succe
not based upon government monopolies or the use of violence but on their ability to

compete in the maet. For by adopting specific policies in relation to stocks, pricing

and the mode of disposal of their goods, the Companies made impressive gains in the

transparency and the predictability of the markets in which they operated.

In his writings, Om Prakashas argued that recent work in the field would seem to

suggest that while certain key elements in St
valid, the overall characterisation of a redistributive enterprise for the entire

Portuguese trading operations bb#tween Europe and Asia as well as those within

Asia is in need of revision. This is partly because the Companies were not quite as

devoid of the wuse of monopoly and violence a:
would seem to imply. More importantly, wew know that the Portuguese enterprise

was indeed very much more than a simple EAsi@n trade in pepper, the commodity

mainly responsible for the characterisation of the trade as redistributive in nature.

From about the last quarter of the sixteenthtugnonward, pepper increasingly lost

ground to other goods in Portuguese EAsian trade. Also, in addition to the Euro

Asian trade, there was a considerable amount of trade the Portuguese private traders

carried on within Asia in respect of which toeetredistributive characterisation will

really not apply. The manner in which the tradas carried on was in its essentials

not very different from the way the northern Europearporate groups and private

traders carried on their trade.

Om Prakash hadsa suggested in his work that in the context of the European trading

operations in the Indian Ocean, there indeed was an Asian Trade Revolution taking
place from the seventeenth century onward but of a kind very different from that

suggested by SteensgaafThis Asian Trade Revolution consisted partly in the
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phenomenal expansian the volume and value of Eufsian trade and partly in a
major diversification in the composition and the origin of the Asian cargo entering
this trade. Initially, both the Dutcand the English concentrated on the procurement

of pepper and other spices which, asin the sixteenth century, continued to account for
an overwheming proportion of the total Asian imports into Europe. But unlike, and
indeed mainly because of, the Portege, the Dutch and the English procured their
pepper in Indonesia rather than on the southwest coast of India. The result was a
marked shift in the Asian loci of the EuAsian seabornérade from India to the
Indonesian archipelago. This was the Asiannterpart of the shift of the European

loci of this trade from Lisbon to Amsterdam and London. It was nearly three quarters
of a century before the Asian loci shifted back to India in response to the change in
European fashions assigning an increasinglyoirtgmt role to textiles and raw silk in

the Asian imports into Europe. It was only in the second half of the eighteenth
century that the growing role of Chinese tea again deflected somewhat from the
central importance of India in Eudssian trade.

21.8 SWMMARY

To conclude, India possessed an extensive network of inland and maritime trade
during the medieval period of her history. This network was strong enough and
efficient enough to successfully face the competition provided by the European
corporate grops as well as private traders and retain its identity in all its essentials.
Even the assumption of political power by the English East India Company in the
latter half of the eighteenth century was unable to damage this network in more than a
marginal way

21.9 EXERCISES

1) Discuss the importance of Agra as an important entrepdrt in theehiury.

2 Critically examine {17 centwiéssvisxvig Asidre dur i

trade.

3) Analyse the nature of coastal trade in thelTécenturies.

4) Analyse thetrading activities of the Gujarati and Bengali merchants during
the 1617ncenturies.

5) Give a historiographical assessment of the Oceanic trade. Evaluate Van Leur's

hypot hesis of o6peddling tradebo.
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UNIT 22 BUSINESS PRACTICES AND MONETARY
HISTORY

Structure

22.1 Introduction
22.2 Business Practices and Monetary Economy: Overview
22.2.1 The Market and MonetaExchange
22.2.2 Administrative and Legal Structure
22.2.3 Social and Professional Structure
22.3 Monetary Economy and Currency Circulation
22.4 Business Practices
22.4.1 Partnership
22.4.2 Brokerage
22.5 Credit Practices and Instruments
22.5.1 Moneylending andDadani
22.5.2 Banking and Bills of Exchangdundig
22.6 Risksharing Practices: Insurance and Respondentia
22.7 Summary
22.8 Exercises

22.9 Suggested Readings

22.1 INTRODUCTION

About the origins of many business practices, Métle is really known. Simple
partnershipmay have been an old practice but references to it only surfaced in the
sixteenth centuryThe same could be said about brokerage but the dattdl is of
foreign origin and haso equivalent in Sanskrit ¢tindi. It appeared for the first time

in fourteenth centurgources to designate commercial middlemen, although much of
our information aboutheir activities came from the seventeenth century.

Usury was practiced in India as early as the sixth century1Cthe source and use
of usurious capital remain unknown. In theskhapaddhatidocuments of the
thirteenth century, merchanamnoneylenders dhanik vyavahara sresth) are found
advancingloans on interest and it seems that it was largely merchant loapitzh
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formedtheu sur er 6 s c api t adhsof the thigeerithucentugy whodenta n d

money to theruling class of Delhi were merchants as well. We also learn about
people, not describeds merchants or by any casi@me, who discounted salary
dratts (@ab2 of the soldieran the fourteenth century under the Delhi Sultanate, as
these were negotiable bills. Tearrafsandmahajansare reported to have performed
this function in the seventeententury on a regular basis. Tharrafsfirst figure in

our sources as mona&pangers inthe thirteenth centuryKumarapalacharitaof
Hemchandra) and as monknders inthe fourteenth centuryTarikh-i Firozshah).
There are epigraphic referencestothai n Obankersé in the
thirteenth enturies, but nothing has be@xplained about their functions. Firm
evidence for deposit banking and book credit cmgain came from the seventeenth
century. The ternmundiis derived from Sanskriiundikag the earliest usage of which
dates back to 9143 ThelLekhapaddhatandK a | h Rapatrasgini(12th century)
refer to the use dhundikaby kings and nobleto make payments but it may have
been used by merchants as well.

The sixteenth and seventeenth centuries brought considerable progress in

monetizaéion and techniques of transferring capital and making payments. At the
same time, inlandommerce and londistance maritime trade were now open to the
massive participationf big and small merchants including the European Companies.
Since busines®rganizationand practices required a developed commercial and
monetary infrastructure, thegghenomena were interlinked. The configuration of
these factors also explains the risenoércantile groups and firms and a certain
sophistication achieved in busiss practicesvhich attracted the attention and
admiration of contemporary writers, both Indian &oeigner.

22.2 BUSINESS PRACTICES AND MONETARY ECONOMY:
OVERVIEW

Business practices can be defined as a series of activities oriented towards organizing
and facilitating the process of production and exchange of goods and services at a
minimum cost. The success of business ventures depends to a very large extent on the

methodsemployed by individuals or firms to raise and allocate resources, overcome
obstalesand lower the cost of transactions. No business can be conducted without
the presenc®f money. Money is an important medium of exchange as well as a
measure of the valugf goods and services transacted in the market. The availability
and use of monearecritical to the organization of the economy in general and of
business in particular.

22.2.1 The Market and Monetary Exchange

For any business to flourish, a certain level of economic development is essential to
sustain the demand and supply of goadd services. The economy of medieval India

was made up of two overlapping components. The first was the subsistence economy
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of village communities where the exchange of goods and services was based on a
sociallyestablished network of barter exchangereHée role of money was marginal

and the possibilities of business, minimal. The other was the domain of
commercialized economygoth in the countryside and urban centers, where market
relations of exchange prevaildtdlwas here that money was used darge scale and
opportunities for business werealized with varying degrees of success.

Two broad streams of exchange operated within the commercialized sector of
medievalIndia: one local and the other linked to ledigtance trade and foreign
markets.The demand for money in the local network of exchange stemmed from the
consumption ofgoods and services and the tax obligations of the rural and urban
population. At thdowest level, the village community obtained its weekly supplies of
various types ofjoods (salt, spices, metals, etc.) from the negasba(township),

and made cagbayments to the state in the form of revenue. The money supply of the
village came fronthe sale of its agrarian products in different markets. It supplied
grains to thegasbasand nearby towns through rural merchanbarfias mahajan$

and itinerant tradergbanjarag, who brought the cash back to the countryside.
Villages situated near tradeoutes developed their own markets for specific
commodities and held big seasofafs which attracted buyers from near and afar.

The urban centres and entrepots of India were immersed far more deeply in the circuit
of market exchange. Here, the concentration of the bureaucracy, soldiery, mercantile
classesand artisans created a pament demand for food supplies, craft goods and
services.Urban taxes were always collected in cash and spent on meeting the
administrative costand consumption expenses of the resident ruling elites.

The other stream of exchange extended fromcthentryside to the urban entrepots

for the seasonal supplies of export goods. All major commodities which generated
tradesurplusi textiles, indigo, saltpeter and sugawere produced and processed in
villages before being fed into the market chain whiel to export by sea and land.
Indian products were sold in the markets of the Middle East, Africa and Europe in the
west andSoutheast Asia, China, Japan and the Philippines in the east. Returning ships
and caravansisually brought foreign currencies on-coined metal to start a fresh
cycle of exchange.

The networks of commercialized excharigspread across a hierarchy of markets
(bazar, hat mand), shops dukan and office cum warehousdsothig i required the

use ofmoney at every stage. Prices, wagsalaries and taxes were expressed and
paid inmoney. The total money supply came from internal stock as well as imports of
gold, silver and copper through foreign trade. The institution responsible for
supplying moneyto the market was the mint (Hindaksal Persiandar-ul zarb
owned by the state, rdsy administrative officials and serviced by skilled craftsmen.
The most detailed descriptiah the functioning of sixteenth century mints appears in
the first ¢ h a pAin-e Akbam (£.1595 b Mirts wEra gitlated in the
major commercial and administraticéies of India and operated on the principle of
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open coinage i.e. any supplier cowbtain coins from the monetary authorities on
payment of minting costs (brass age) amaxa(seignior ge).

Overtime, many changes took place in the medieval Indian market structure. The
volume of agricultural production, raw materials, manufactured goods, trade and

money supplyexpanded and contracted with changes in the population, technology,
professionhskills and craft techniques, economic policies of the state, and the global

marketplace. Businesgganization and practices also varied with these changes over

time and across regions.

22.2.2 Administrative and Legal Structure

The medieval Indian stateontributed to the creation of a viable environment for
seekingemployment and doing business. Although political interference was present
(such as thexaction of forced labour or extortion of money), it did not materially
affect the freetrade characterof the state. There were no legal restrictions on
practising a professioor undertaking a business venture (including usury or lending
money on interest) and rlonits were placed on earning or accumulating money.
Alauddin Khalji (AD 12961316)was the oty ruler who interfered with the market

to fix prices according to the costpfr oducti on and merchantés prof
regulations became obsolete soon dfisrdeath. The attempts made by the Mughal
Emperor Shahjahan to meddle with thearket ad create monopolies had to be
abandoned during his lifetime.

The obligation for the payment of debts and settlement of liabilities was governed by
customary laws enforceable in local courts. For instance, the declaration of
bankruptcyby a businessman fréehim from all obligations until he was proven
solvent in a court oflaw. Lighting candles in front of the house to announce
bankruptcy was a customapyactice, which could have been the origin of the term
diwaliya. The castgpanchayatand assembly of edils were the primary institutions
which adjudicated and settledmmercial disputes. Beyond these, the coadsl@i)

of the local and provinciafjovernments heard grievances, received petitions, and
passed verdicts.

Medieval rulers allowed and encouragedisans and workers to settle in newly
foundedcities, and the territorial unification and political stability achieved under
successive regimdacilitated the short and londjstance migration of professionals
and businessmen tareas of opportunity. e standardized currency system, the
organization of the mint, thewxation system, and the maintenance of law and order
worked together to providgability to the economic structure.

22.2.3 Social and Professional Structure

The largest group of businessmin medieval India belonged to a adiision of the

Vaishya caste known asania Although there were other social groups such as

theKhatris of Punjab, the Bohras and Parsis of Gujarat, and the Chettiars of South
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India, thebaniaswere arguably the mostidespread and influential. There were large
groupsof baniasin Isfahan and Bandar Abbas (major cities in Iran) as well as
Mokha, thefamous Red Sea port of Yemen. Thanias specialized in various
branches of businessuch as commerce, brokerage, monok&nging $arrafi),
banking and insuranc&pecialization and the pursuit of commercial interests turned
them into distinct and separamups. Bigbaniaswho conducted their business from
their offices kothi) with the helpof agents and correspondemtsre known aseths
sahukars and kothiwals Members of the bania community who combined
commodity trade with monelending and bankingvere knownas mahajansThe
Persian writers used the generic tebaggal for all banias when they were not
referring toa specific sukgroup.

The dominance of théaniasin the business world of medieval India was made
possibleby the many qualities they possessed. Even though the community was
divided into distinct professional groups which often competed with one another,
there was a largesense of fraternity which enabled them to join together in social
intercourses and businessiterprises. They learnt and perfected their skills with
vigour and intelligence anttansmitted them from one generation to another. The
banias were driven by a spirit oBcquisition to attain success in a competitive
environment, but they had the good setseemper it with thrift, patience and
perseverance. A seventeenth century French jewellerand a frequent traveller to India,
Jean Baptiste dvernier, gave a profile of theania community which brings out
some of its best features:

The third caste is that of the Baniabafiiag, who attach themselves to trade,
some being shroffssprrafd, i.e. moneychangers or bankers, and the other
brokers, by whose agency merchants buy and sell. The members of this caste
are so subtle and skilful in trade that, they could give lessons to the most
cunning Jews. They accustom their children at an early age to shun
slothfulness, and instead of lettittgem go into the streets to lose their time at
play, as we generally allow ours, teach them arithmetic, which they learn
perfectly, using for it neither pen nor counters, but the memory alone so that
in a moment they will do a sum, however difficult it ntzg. They are always

with their fathers, who instruct them in trade and do nothing without at the
same time explaining it to them. [They use the same] figures in their books,
both in the Empire of the Great Mogull [Mughal], as well in other parts of
India, although the languages may vary. If anyone gets in a rage with them
they listen with patience, without replying, and withdraw coldly, not returning
to see him for four or five days, when they anticipate his rage will be over.

Another jeweller, an Indianamed Banarasidas, offered at about the same time an
intimateportrayal of the social and professional world of north Indianias as well

as valuableinformation on the methods of doing business, in his autobiography.
Banarasidas composéds autobiograpy in verse at the age of fifty five and called it
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Ardhakathanak (Half a Tale) because, being a Jain of the Srimal-cagie, he
believed that the ideal life spanan individual was a hundred and ten years. He went
to school at the age of eight in mative town of Jaunpur and later learnt double
entry book keeping at home and mortegtingin the marketléna dena bidhisaun
likhay - baithe hat sarrafi sikhgy andfinally set out on his maiden business venture
to sell jewellery, gems and other good#\gta. We will refer to Banarasidas on and
off in our reconstruction of the businesgethods and practices of his kinsmen and
compatriots.

22.3 MONETARY ECONOMY AND CURRENCY CIRCULATION

If we take a longerm view of the history of preolonial India,three broad cycles of
monetary movements can be discerned. Gold and silver were used in the Indus
civilization (26001800 BC) as monegnetals but there was no coinage and pieces of
precious metalsvere circulated on the basis of assumed or assayed piuréyhoard

of a thief found atHarappa included ingots of gold and silver among items of
jewellery. The Rig VedicAryans generally counted their wealth in cows, camels,
horses and slaves but thereaiso evidence of the use of unstamped silver pieces of
different units padg and valuableobjects (ishkag for exchange. On the eve of the

rise of Buddhism (6century BC), s econd Ourban revolutiond
an expansion of trade, the use of gold dust@mmual tribute payments and the
circulation of silver punchmarked coins (to 34 century BC). A high point of
monetization was reached with the extensive use of gold and cappencies in the
Kushana and Gupta periods:¢entury AD to & century AD). The cyclended with

a period ofmonetary contraction, following a decline in the exchange netamndk

was

commerce under the phad®el000fAD)Ih whith gold f eudal i s

coinage practically disappeared, silver money became rare and copper currency
circulated on a moderateade. (For details see Blocks 2&3 of the present Course).

Medieval Coins

——— Qi
Gald Tiuitas, Alauddin Khal ji

3 . = o <
Silver Teska of GhiyasuddinBalban Silver Tisskar, Bengal, Muhammad Shah
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6

Coins of Raziya, Two Billon Jitul

Source for Nos. 1, 2, 8 : Collection of Mr. JeanMichel Dumont, Brussels, Belgium (afterwards
JeantMichel Dumont); Source for No. 3 : RBI Monetary Museum Gallery i Medieval India
Coinage

A gradual reorganization of the monetary economy took place in early medieval India
(AD 11 century), with the revival of urbanization and foreign trade, and the
introductionof monetary and fiscal institutions from Central Asia. Es&ablishment

of the DelhiSultanate in the thirteenth century, and its extension to Gujarat in 1299
and to Sind andouthern India a few years later, brought about a perceptible change
in the productionand circulation of currency money. The Delhi Sultana
promulgated a standardizetllti-metallic currency system of gold and siltankas

billon jital or damma (base metal mixed with silver) and coppgraika The
widespread circulation of gold, silveand billon currencies indicates largeale
transactios and fuelled the expansion of tBeu | t anat eds exchange netwo
possible for the state to realize revenue in cishpeasants to pay taxes by selling
their products in the market, and for merchantanufacturers and bankers to make
money out oftash and credit transactions. \y&her this from both numismatic and
textual evidence, such as coin specimens presemednuseum and private
collections, theDrvyaparikshaof Thakkura Pheru, a Khalji mintfficial, and the
Tarikh+i Firozshahiof Ziauddn Barani, a fourteenth century Delintellectual and
companion ifhugarrab)of Sultan Muhammad Tughlag (AD 1328).
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Monetary Observations in the Drvyapariksha of Thakkura Pheru
Classification of Coins (withdrawn from circulation or still being manufactured, ¢. AD 1318)
Obsolete Coins
Silver Coins (gathas {verses} 51-5)
Gold Coins (gathas 56-61)
Trimetallic Coins (gathas 62-72)

(Gold & Silver & Copper)
Bimetallic Coing
(Silver & Copper):
Khurasan Coins (gathas 73-7)
Athanari Coins (gatha 78)
Vikrama Coins (gathas 79-81)
Gurjara Coins (gathas 82-93)
Malava Coins (gathas 94-100)
Nalapura Coins (gathas 101-3)
Chanderi Coins (gathas 104-8)
Jalandhara Coins (gathas 109-10)
Delhi Coins:
Tomara Rajputs (gatha 111)
Delhi Sultanate (gathas 112-13)
Current Coins
Emperor Alauddin’s Coins: (gathas 134-8)
King Qutbuddin’s Coins:
Gold Coins (gathas 139-42)
Silver Coins (gatha 143)
Billon Coins (gathas 144-7)
Copper Coins (gatha, 148)
Metrology
Thakkura Pheru used a system of mass measurement denominated in the following units:
1tola = 3 tanka = 12masha = 192java = 3840visva
1 tanka = 4dmasha = 64java = 1280 visva
1 masha = 16java = 320visva
1java = 20visva
Occasionally, the rati or gunja was incorporated in this system:
1tola = 3 tanka = 12masha = T2rati
1 tanka = 4masha = 24vati
1 masha = Grati
John S. Deyell, Living Without Silver:The Monetary History of Early Medieval North India,
OUP, New Delhi, 1990, pp. 254, 256

The second cycle ended in the downturn of the fourteenth century-{5380AD)

with a transition from precious to base metal coinage @mft in the mode of
paymentfrom cash to kind. Once again, gold disappeared entirely from the circuit of
exchangesilver gave way to billon, and currencies reserved for petty transactions,
such as coppexnd cowries, began to compete for a larger sbhthe market. The
monetary contractiorcoincided with a worldwide shortage of silver, designated
Obul I i on f amiwassubder these Eitcumgtanees thdt the much derided
policy of Muhammad Tughlaq testablish a fiduciary currency came into effe
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The third cycle began with the establishment of a new currency regime by Akbar on

the foundation laid by Sher Shah Sur, the Afghan ruler. Sher Shah revived the

classical trimetallic currency of the Delhi Sultans to strengthen his political authority

and organizehe finances of the territories he had conquered from Humayun. A pure

silver coin by thename ofrupiyawas introduced along with the gadghrafior muhr

and a heavy coppeoin calledpaisaor dam Akbards administration
currercy structure andlisplaced the previous billon and copper regime, reflecting a

series of developmentathin and outside India.

Mughal & Sur Coins

Mughal Mickr, 1) Humayun, 2) Akbar, 3) Aurangzeb (Obverse & Reverse)
RBI Monetary Museum Gallery — Mughal Coinage

Silver Skaruki, Babur Silver Rupiya, Sher Shah
(After Jean-Michel Dumont) (After Jean-Michel Dumont)

W < ) AT
g AT
Wi e - N

Silver Coins of Akbar : 1) Square Silver Rupiya, 2) Square Silver 1/2 Rupiya
(After Jean-Michel Dum ont)

2 M
Silver Rupiyea : 1) Nur Jahan and Jahangir, 2) Aurangzeb
(After Jean-Michel Dum ont)
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THE WORKMEN OF THE MINT

1. The Darogha He must be a circumspect and intelligent man, of broad principles,
who takes the cumbrous burden of his colleagues upon the shoulder of despdich. He
must keep every one to his work, and show zeal and integrity.

2. The Sayrafi The success of this important department depends upoff his
experience, as he determines the degrof purity of the coins. On account of ghe
prosperity of the present age, there are now numbers of ssa@ftafs and by the
attention of his Majesty, gold and silver are refined to the highest degree of gurity.
The highest degree of purity is calledPersiadahdahj but they do not know aboye

10 degrees of fineness; whilst in India it is calleEtahbanj as they have twelvg
degrees. Formerly the oldun, which is a gold coin current in the Deccan, fas
thought to be pure, and reckoned at ten degiaéshis Majesty has now fixed it §it
8% : and the round, small gottinaro f A I-Danuwhiéhdwas considered to be §2
degrees, now turns out to be 10%.

higher degreetHonest describers and truthful travellers have indeed never mengoned
this degree; but, when gold is put into fusion, small particles separate from it, afjd mix
with the afes, which ignorant men look upon as useless dross, whilst the gkilful
recover the metal from it. Although malleable gold ore be calcined and reduged to
ashes, yet by a certain operation, it is brought back to its original state; but a pdrt of it
is lost. Through thewisdom of his Majesty, the real circumstances connected jvith
this loss, were brought to light, and the fraudulent practices of the workmen thjis put
to the test....

3. The AminHe must possess impartiality and integrity, so that friends and enpmies
can be sure of him. Should there be any differences, he assistartighaand the
other workmen, maintains that which is right, and prevents quarrels.

4. The Mushrif. He writes davn the daily expenditure in an upright and practial
manner, and keeps a systematic-dagk.

5. The MerchantHe buys up gold, silver, and copper, by which he gains a profft for
himself, assists the department, and benefits the revenues of the Stagewillrgp
flourish, when justice is everywhere to be had, and when rulers are not avariciojis.
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6. The TreasurerHe watches over the profits, and is upright in all his dealings.JThe
salaries of the first four and the sixth officers differ from each otherlothest of
them holding the rank of akhadi[gentleman trooper].

7. The WeighmanHe weighs the coins. For weighing 1jalali gold-muhrs he get;
1% dams for weighing 1000 rupees, Z6 19dams and for weighing 1000 coppgr
dams 25 11of adam and, aftethis rate, according to the quantity.

8. The Melter of the OreHe makes small and large trenches in a tablet of clay, Which

he besmears with grease, and pours into them the melted gold and silver, to cqst them
into ingots. In the case of copper, insteddising grease, it is sufficient to sprinle
ashes. For the abowveentioned quantity of gold, he gets523 dams;for the same
quantity of silver, 5lamsand 13%jetals for the same quantity of coppergddmsand
21%jetals

9. The PlatemakeritHe makedhe adulterated gold into plates of six or ses@ashas

each, six fingers in length and breadth; these he carries to the assay mastgr, who
measures them in a mould made of copper, and stamps such as are suitable, in order
to prevent alterations and to shtve work done. He receives as wages for the abjpve
mentioned quantity of gold, 42 3dams.

Abul Fazl Allami, The Airi Akbari, trs. H. Blochmann, New Delhi, 1977, Third ej.,
Vol. |, pp. 1821.

The most important external development at this time wasdb®vard transmission

of European silver obtained from the mines of Peru and Mexico (Spanish colonies in
America)to finance the Indian Ocean trade. The Mughal Empire alone received an
annual supplyranging from 85 to 131 metric tons of silver to become biggest
importer of foreignmoney outside Europe in the late sixteenth as well as the
seventeenth centuries.

At the same time that Spanigtmerican silver was on its outward journey to India,

the Mughal Empire expanded westwards to embrace the coasgfiahs of Gujarat

and Sind, which were direct recipients of foreign bullion not only from Europe but
also fromJapan. In the second half of the seventeenth century, Bengal emerged as a
major destinatiorior the transmission of precious metals by the D@#BC) and the
English East IndiaCompanies. The territorial expansion of the Mughal Empire
created conditions for thiategration of coastal hinterlands into a single network of
commodity exchange, fiscemittances and currency circulation.

The absorptio of external and internal stocks of monetary metals was facilitated by
the state and the market. The Mughal state adopted fiscal and monetary policies
which streamlined and expanded currency circulation in the empire. A policy of
collecting taxes and disbsing salaries in cash triggered a cycle of monetary
circulation aided by the open coinage system of the imperial mints. A series of
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measures weréaken from 1582 to create a standardized currency system in the
empire through theeplacement of regionakavell as old and sustandard coins with
freshly mintedMughal currency. Moneghangers and merchants offered a certain
uniformity andcohesion to the areas covered by the network of monetized exchange,
by negotiatinghe movement of cash, goods and smwiacross customs barriers and
betweerdifferent sectors of the economy.

The uniform and standardized currency system which emerged after three ddcades
intense administrative and market changes was sustained by a constantdiwer of
through foreigntrade and its absorption into the circuit of exchange. The doaofiain
petty transactions was dominated by the use of fractional pieces of thergpeer
(an@ and copper currenciepdisadan). At the levels of exchange whepgices
needed to be expressé units lower than the copper coin, metallic curren@s
supplemented by cowrie shells (Hirkhuri; Persiankhar muhra in Bengal,Bihar

and Orissa and bitter almondsaflan) in Gujarat. Being imported respectivdipm

the Maldives and Iran, cowrieend almonds were more abundant at the cbast
were in greater demand in the hinterland.

The Deccan and South India were different from the north insofar as their monetary
systems were based pieminantly on gold with copper as the second metal. The
principal gold coin of this region was known dwn locally and pagoda
internationally.lt was modelled on the Venetian gold caidlicat which was a major
currency ofinternational commerce on the Mediterrandragian Ocean axis, and has

beenrightlycalledth e o6dol | ar of t dueatcdvhie thdntiain l&rgee s 0 .

guantities inthe fourteenth and fifteenth centuries and inspired a series of imitations,
thehunbeing one of them. Theunwas of the same weight, fineness and appearance
as theducat the only difference being that the latter had portraits of the Venetian
duke(dogg and Saint Mark (the patron saint of Venice), while the former had images
of Indian deities, such as UnrMaheshvara. For this reason, Persian writers often
used the termashrafi do buti for the two coins. From the second half of the
seventeentleentury, those areas of the Deccan which came under the influence of the
Mughal administration had to pay tribute in silver rupees and began to tdrn tri
metallic.
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Coins of theRegional Kingdoms

Coins of Vijayanager Empire
RBI Monetary Museum Gallery —Medieval India Coinage

—_—

Gold Pagoda, Bijapur Silver Zanka, Bahamani
(After Jean-Mich el Dumont) (After Jean-Michel Dumont)

Nizam Shahi Copper Fakis, Ahmadnagar Copper Coins, Golkonda
{After Jean-Michel Dumont) (After Jean-Michel Dumont)

22.4 BUSINESS PRACTICES

Partnership and brokerage were two major aspects of business practices. Both Usually
operated within the extended family and the success depended largely on the co
operationof the members.

22.4.1 Partnership

The two principal components of any business venture are capital and labour. If an
individual possesses both, he can operate on his own for as long as the scope of his
business permits. In the absence of either, or due to their limitations, the option to
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seekco-operation from kinsmen, members of the same caste anchstdy and even
outsiders becomes desirable. The formal arrangement in which two or more parties
bring together their labour, skill and capital is known as partnership. Partnership is an
important business practice which assumes complex forms depending upon the nature
of the enterprise and obligations of the participants.

In medieval India, partnership (Hindajhg Persianshirka)) was a recognized form

of financing and expanding a businasnture and offered the best means to share

risksand profits. Banarasidaso6 father, Khar agse
maternaluncle, Sundardas, at Agra as a partner in the business of {Tioaeying

and sale angburchase of gold. They pooled theapital and commissioned it to a

joint fund which they both operated. In those days, changing one currency into

another was a task whiekquired specialized knowledge of exchange rates and was

done mostly by thesarrafs (moneytesters) who charged comssions for their

service. In four years, the proéarned by Kharagsen was so good that he got married

and bought a separate house tws family. The partnership was dissolved

automatically when Sundardas died withouhale heir. Kharagsen handed ovee t

share of his deceased mdrontai the elderopofthdhe | at t er 6
business communitypénch), and left for Jaunpur with hggoods and cash.

Partnerships which involve the extended family appear to have been the most
commonform of dong business in medieval India. However, the search for suitable
partnersencouraged prospective entrepreneurs to seek widapam@tion beyond the
kinshipcircuit. Banarasidas once became the partner of an Oswal Jain, and Kharagsen
had aShaivite as hisdngstanding business partner. In both cases, partnerships were
formedamong members dfaniasub-castes who were unrelated to each other.

Partnerships could further involve merchants and businessmen of different social
classeslt was not unusual for smafraders to acquire cash and goods from big
merchants onobles to start trading undeommendgPersianmuzarba}, a practice
which allowedinvesting and travelling merchants to combine their resources for
mutual benefit. Profitsearned fromcommendawere common enough in the
seventeenth century to bensidered legal and taxable by the Mughal state.

Business firms and mercantile groups often contracted members of their own
professionto trade on their behalf not as partners but factors or aggumsathtag
bapari). The factors closely followed the orders and serviced the requirements of
their principals(sah while conducting their own independent business. The factors
usually received @ommission or a share of the profit. Agreements could also be
reached between twmdependent merchants or firms doing the same business in two
different parts of thce ount ry t o represent each otheroés i
areas as correspondent$e sahukarsand sarrafs of the Mughal Empire had both
factors ad correspondent® major cities and courts who stayed in close touch with
one another through a vigoroegchange of letters and commercial intelligence. In
many cases, news of the latest politdavelopments reached the merchants first and
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state officals later. The purpose of suphactices was to widen the scope of business
and keep a close tab on markets withmaurring the cost of establishing a full
branch.

22.4.2 Brokerage

As economy develops, the immediacy and transparency of doing bubggiesto
diminish. The multiplicity of business transactions tends to separate the parties from
eachother and from their markets. To overcome such obstacles, businessmen require
the services of a broker to close the space between transactions that destzaitin

time and space. It is difficult to conceive of any successful business world without the
institutionof brokerage.

In medieval India, the practice of conducting business with the help of brokers
(Arabic dallal; Persiangumashta was fairly comma. Present in all commercial
centres, thdrokers belonged mainly to thenia community, with a few Parsis and
Muslims. It wascustomary for all big merchants to have a broker to obtain various
types of commoditieand keep them ready for shipment or sal¢he right season.

We will discuss shorthhow brokers and subrokers were employed to make cash
advances to manufacturen$ cloth and indigo. Mulla Abdul Ghafur, the merchant
prince of Surat, had a brokealled Gangadas, while his grandson, Muhamwiad

had two. Foreign merchanfsotably European and Armenian) always had brokers,
who, according to EnglishmenQvington and John Fryer visiting Surat in the 1680s,
were of the 6B a the Rates and wluesof all $hk cominaalites in n
Indi a6 and without whwlsé @adciastywnBesinmedn& i n |

The brokers usually organized their business as family firms with joint investments
andaccounts run by a senior member chosen for his experience and expertise. At the
end ofeach @y, all working members of the family assembled to discuss the deals
they struckand give account of the money they received and spent. Normally, the
brokers chargedne percent as commission from each party on every business deal,
but the rate couldo upif the transaction was complex or the amount of investment
large. The brokerglosely guarded the secrets of their trade and used codes and
symbols to communicateith buyers and sellers as in modern stock markets. We
know of two seventeenth centufyms of Chhota Thakur and the Parakh family
operating in western and northern Indespectively, which counted European and
other merchants among their clients.

22.5 CREDIT PRACTICES AND INSTRUMENTS

In developed market economies, currency alone doesomstitute money. Specific

exchanges can be made by employing a system of credit or deferred payment. Cash

andcredit ceexist in complementary modes to facilitate the movement of goods and

moneybetween markets and individuals. In medieval India, an itapbpractice was

touseot her peopl ebs money to finance and reduc:
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businesstransactions. The group of people who specialized in extending credit
facilities to theircustomers was thearrafs,who combined currency exchanggh

banking. Thetermbbanker &6 was f i r s tchangerewho $aban |t al
benchesl{ancg andoffered credit to merchants in the fairs of Champagne (France)

and money market oBruges (modern Belgium). Indiasarrafs too used diverse
commerciaktrategies toaise and deploy capital more efficiently.

22.5.1 Moneylending and Dadani

Demand for money and the freedom to charge interest on loans underpinned the
businessof moneylending in medieval India. Monepans were the most popular

form of financingcommerce, while trading on borrowed capital was the norm among

small and bigner chant s . Half of the capital for
came from higamily and half of it was borrowedd#chhu ghar ke kachhu par ke dam

- rok udharchdayo kan). Thesarrafstook a leading position in financing business

by advancingshort and longerm loans depending on the seasons and circumstances

of the borrowing.The rate of interest charged on loans was determined by the supply

and demand ahoneyand creditworthinessékl of the borrower.

In big cities like Surat and Agra, the dominance ofsteafscan be explained by the
presence of the mint and bullion market, which were cornerstones to their business
activities. In townshipsgasba$ and vilages, or even in big towns where the line
separatinggommerce and mondgnding was thin, it was thmahajans~vho provided
commercialand consumption loans to peasants to raise crops and pay taxes and to the
mansabdargMughal bureaucrats) against thgigirs (revenue assignments).

VyavaharaPatra (Debt Deed) fromLekhapaddhati

In the Samvat year 1332 Asvina Sudi 10 Sunday today here at Anahillapatana, jduring
the victorious and auspicious reign of Shri Sarangadeva, who is adorned with the line

of kings... While his obedient and loyal servant Mahamatya Shri Dharnidhara]holds

the office of Shri Karana etc. and conducts the entire business of the royal geal; in
these circumstances, while Maharajakula Shri Dharavarsha, is immensely progperous
inChanda v at i Karana, which is being enjoyed
grant of beneficeprasad, and whileMahantakaVijayasimha of Pathaka sandso

acts as an officer incharge ofDravya Mudra(?) This deed of debt is written | the
presence of thePanchakula, including Chandisimha who was appointed gy
Dharavarsha), in the following manner. Ganapati son of Sahu Jayacandra ofjOswal
caste and resident of Prahladanapura borrowed: for legitimate purposes] from
Vyasalakshmidhara 5,00@rammas in words fifty thousanddrammas (in) old
drammasissued byisvamallg?) which were uttered at the mint of Shrimala, thijjce
tested, and whi ch ar e still curret I n
(Shresthartha in one instalment. The monthly interesh thesedrammasis two
drammagpercent per month and interest percent will be accumulated. @resenas

without the layer of mud; without dispute, quarrel and anxiety, within 24 hours (§f the
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demand) renouncing all claims to it, should be returned alhed with accumulateg
interest ofdrammasto the satisfaction of Vyasalakshmidhara. For giving (assyfing
the payment) theselrammaswith interest, for preventing all controversy aphd
harassment Padamsimha, son of Sahu Jagasimha of the Oswaljatgsted the
merchant ¥anij) Vikramasimha, son of merchant Dharna of Shrimzdate, bot
residing at the same place are made surities for mental and inner satisfagjion of
Vyasalakshmidhara. When one is approached the other is supposed to be appjoached.
If one is available and the second is not responding to the summons then thejperson
who is available should take the responsibility of the deed of debt or promissory note,
just like the debtor to the mondgnder. In this sense the agreement of the debtogland

of the sureties is recorded by their signatures/given by their own hands and to fpe best
of their knowledge and judgement. Mahantaka Shri Pala wrote this deed at the fequest
of both the partiesOmission or addition of letters should always be treated as
legalshould be condoned.

B

In the Samvat Year 1288 Vaishakha Sudi 15 Monday today, here at Anahillagataka,
during the auspicious and victorious reign of Shri Bhimdeva, who was adorneg with
the line of kings... while his loyal servant Mahamatayastéso hdds the office of

Shri Karana and conducts the entire business of the (royal) Sealsta Mudr3
Vayapren paripanthayti while here in the pathaka such and sunhhantaka
Vijayasimha acts as the officer inchargedofa Mudra(?), in these circumstances jn
Balua village situated in the Dandahiyapathaka, which is being enjoyeajapytra
Chaturbhuja, having received it from the king dseaefice (prasad), this debt deed|is
being written in the knowledge of tHeanchakula consisting of thevahaka (an
official), rajaputra Ajayasimha who was appointed by hinajaputra Chaturbhuja),
Mahantakalajala son oMahantakaYashacandra, and others thus.

The creditor known bandso, lsan ofrShresthi, snds@pr est hi S0
resident of this place employegshmoney for profit. This (is) his signature, credifpr

by name. The resident of this very place the cultivatearsbso, son of cultivator so
andso, out of genuine need or for legitimate purpose, receivedpat@upatha
drammasin cash, in words two humed tendr., which were uttered at the mint p
Shrimala, thrice tested and meant for commercial transactions, and the money, to be
paid as interest on thedeammasis 2 drammaspercent per month. Theskammas

should be paid annually in the monthkarttika along with interest, without layers pf

mud Matta-skandha renouncing all claim to it Niryogakshemg all at once
(Yekmushtyawithin eight pahars (Asta praharikd (a dayand night). In order tp
execute the above mentioned conditions, in ordeertsure the payment of tHe
drammasand in accordance with the common practice of borrowers, the cult ator

so-andso has been appointed surety and cultivatearsbso the second surety. Heje
signature, here witnesses.
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Some idea of the size of capital advanced by the mtamelers can be formed by the
transactions of the European merchants. Throughout the course of their trade, English
and Dutch faars had to grapple with the problem of arranging finances for their
purchases. It appears from their correspondence that they always remained short of
capital and took recourse to the credit market to meet their investment needs. Table 1
suggests that irhtee months of the year 1670, around|8kh rupees were borrowed

by the English from thearrafsof Surat. By the end of the year, their loans reached 6
lakhs or 75 per cent of the total investment the East India Company made in that year.
This was nothe case with the English alone. The Dutch merchants at one time were
reported to have run up a debt ofl8Rh rupees.

Table 1

Money borrowed by the English merchants at Surat: 1670 AD

Dates Amount (Rs.) Money-lenders
March 1670 5000 Vallabhdas Gokuldas
March 1670 25000 Banwalidas Surdas
March 1670 25000 Jagjivandas Kishandas
Aprill 1670 26000 Samdas Gopaldas
April 1670 22000 Banwalidas ‘Ckaundas’
Aprl 1670 8000 Vallabhdas Banwalidas
April 1670 100001 Kalyanchand ‘Jeswang’
June 1670 30000 Name not mentioned
uy 1670 25000 Velji Anand
uy 1670 25000 ‘Rounsee’
uy 1670 30000 Shankar Bhagwan
July 1670 18000 Surdas Kapurchand
uy 1670 22500 Biharidas Surdas

Credit was also supplied by merchdarrowers themselves to peasamtsl artisans

to ensure the supply of goods at bargain prices. This practice was known by the
technicalname ofdadani(giving out). Although manufacturers of textiles or indigo
(nil) were freeto sell their products in the local market, they often hadelp on
brokers and merchant® buy raw materials and maintain the desired level of
production for a regular market. &meas where merchants had to face competition for
supplies, loans were extensivelged to establish precedence over other buyers.
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Where the manufacturers happenedbi® peasants and were required to pay land
revenue, the dependence on merchant capaal often dictated by the need to keep
production going if taxes had to be paid befibwe harvest.

This network of credit and productievas sustained by a succession of intermediaries
acting as links between artisans and merchants. In order to obtain Bengal textiles, for
instance, brokers were engaged to give money tpalk@rs The latter delivered it to

the weavers. The brokers recalvé to 2 per cent from thpaikars who, in turn,
charged commission from the weavers. Since the finished products were mostly
obtainedby merchants at p#iexed prices, which took into account interest charged
ondadanj the cost of credit was eventuallggsed on to the weavers.

22.5.2 Banking and Bills of ExchangeHundis)

The expansion of the exchange economy and business opportunities created greater
demand for money and exerted pressure on available credit resources. While
moneylenderand bankersittempted to enlarge their loanable capital by reinvesting
profits earned from interest, in due time, they also tapped resources outside the
money marketo run their business operations. Deposit banking emerged to provide
another importansource of monewupply. Medieval bankers sarrafs mahajans

and sahukarsi accepted deposits from individuals, merchgmups and state
officials who had cash tput out on interest. Deposits accepted from investors were
then employed as interdstaringloans.

Sarraf (money-changer): Photo Bibliotheque Nationalec. 1760; After Fernand Braudel,
Civilisation and Capitalism 15tH18th Century,Volume Il, The Wheels of Commercdrs. from
French by Sian Reynolds, London, 1982, p. 126.
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