

















role of the companies as public and

private entities. As the companies were

allowed to maintain private forces and had the right to conclude treaties with

foreign powers,

“the distinction between the company as a private body of

enterprise and as a public authority enjoying more or less sovereign power

was actuallyl somewhat

lost” (Klein 1981: 23). The dual nature of the over-

seas trading jcompanies “partaking in both public and private rights, is their

historical characteristic” (Steensgaard 1981: 247).

This is 4 distinctive feature of PMCs, which like their early
cursor parta
seek to max
that enter th
ing a public

modern pre-

ke in both public and private roles. As private enterprises, they
mize profits and market share. However, PMCs deliver services
. arena of the monopoly of violence of the state, thereby assum-
role as well. In establishing this parallel, it is important both to

bring to light the multinational character of the overseas charter business and

10 point out
terization of
lishing para

firms.
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the private forces from the enterprises as a whole. The charac-
the trading companies as multinational enterprises allows estab-
lels between their forces and PMCs, as PMCs are multinational

Trading Companies as Early Multinationals and
r Forces as Embryonic PMCs

system was vast, and companies were licensed to trade on every
et, in terms of scale, innovation, and sophistication, the overseas
of the English and the Dutch in the Indies stands out from the
Hertaken by other countries in the Indies, and their national coun-
where. For the English and the Dutch, joint-stock trade resulted
consolidation of the VOC and then, with its decline, the EIC rose
ce.’ These two companies traded in the Indies for over two centu-
mpany model adopted by the English and the Dutch set a standard

for Europepn merchants in general, and in the process, their companies

defined the
early days t

relevant iss
institutions

basic features of the overseas trading company. Even if in its
he overseas trading company was an unremarkable institution, the
e is “not where it stood in the evolutionary chain of commercial

but the extent to which this organization itself evolved” (Keay

VOC. As

5 Hislorian1

commonly characterize the first half of the 17th century as the golden age of the
for the EIC, give or take a decade, its golden age spanned from 1680 to 1760. In

1698, a rival company to the EIC was established; into the 18th century, the old and new
1C merggd operations.
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1993: 27).° In this evolution, the overseas trading companies came to resem-
ble multinational corporations (MNCs), and their forces, PMCs.

The VOC was perhaps the first commercial enterprise “with a decen-
tralized ‘glpbal’ organization” (Nijman 1994: 218). The VOC’s Governor-
General, th@ company’s equivalent of a CEO, had his headquarters in Batavia
(present day Jakarta). From there, he “planned and coordinated” trade activi-
ties in Asia] maintaining a high degree of independence from the directors in
the United Provinces (Nijman 1994: 216-19). The figure of Governor Gen-
eral (or Gouverneur-Generaal) was created by the Heeren XVII (the direc-
tors) in 16@9 (Winius/Vink 1991: 12). The Gouverneur-Generaal took per-
manent resjdence in Batavia only after 1619; between 1612 and 1619, he
«came on to reside in and around the Malay Archipelago” (Winius/Vink
1991: 10). The Heeren XVII (or Gentleman XVII) comprised the company’s
governing body who “established the general policy and decided upon the
size of the yearly shipments to Asia, the number of ships that had to be built,
the amount of the dividend payments”, and the conditions for the auction
sales (Gaastra 1981: 52). As trade grew in scope and complexity, committees
were establi shed to deal with matters such as “financial control, to assist the
auction salds and to read and answer letters and reports” from Asia; the latter
committee, |the Haags Besogne, “was very influential” (Gaastra 1981: 53). In
OC had only four committees, “for the signing on of the crews,
for victualling, for procuring ships, and for merchandise™; in 1606, a commit-
ted “to process data on receipts and accounts”; and in 1649, the
Haags Besogne was constituted (Carlos/Nicholas 1996: 127). The EIC
intb a similar organization, with presidencies in the Indian subconti-
nent in Bombay, Madras, and Calcutta, each with a governor in charge, a
governing pody of 24 directors, and various specialized committees. Simi-
larly to the [VOC, as the company grew, so did the number of committees and
the specialization of their functions. One of them was the important Commit-
tee of Corflespondence, constituted by five or six directors dealing with the
“important | day-to-day functions” and the maintenance of “records of all
letters and |instructions sent to the factories and Presidencies” (Wild 1999:
63). From East India House in London, the EIC came to manage its global
operations..

The ojganizational ingenuity of the VOC and the EIC is persuasive
enough to jcompare them to MNCs. Blussé and Gaastra (1981: 8), for in-
stance, prate the corparate model of the EIC, noting that it “was a most im-
pressively prganized structure, which, through the combination of good in-
formation, ipolicy and execution of affairs, was indeed very similar to today’s

6 While K ;ay specifically refers to the EIC, the argument can be applied to overseas trading
companigs in general.
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multinationals”. However, the issue has not been free from debate. Chandler
(1977: 388), for example, locates the emergence of the “multiunit enterprise”,
r.e. that “administered by a set of salaried middle and top managers” that
“can properlly be termed modern”, in the United States, after 1840.

Although there is not a standard definition for an MNC, Jenkins (2001:
1057) obseryes that regardless of size, a multinational needs to operate “in at
least one forgign country”. In dealing with issues of ownership and control of
foreign opetations, he further notes that some authors have broadened the
definition td “include firms that do not necessarily own overseas operations,
but are the cpntres of control of a network of international production”. Based
on the point raised by Jenkins and conventional perceptions of MNCs, there
should not ble any objection in regarding companies such as the VOC and the
EIC as precjirsors to MNCs, i.e. embryonic multinationals. If the VOC and
the EIC canl be regarded as precursors to MNCs, there is no reason not to
regard their|smaller counterparts in the same way. If size is the criterion,
MNCs comd in all shapes and sizes. The Austrian, the Danish, and the Swed-
ish East Indies companies (and some other companies trading in Africa and
the Americds) were all minor players. In that scale, they replicated some of
the defining| features of the VOC and the EIC. If continuity of capital is the
key factor, it is true that some companies existed for a relatively short period
of time, or j)vere even constituted for single voyages only. However, today,
mergers, acquisitions, and stock market speculations result in the rapid trans-
formation of the capital and corporate constitution of many MNCs.

Divergelice between competing overseas trading ventures is partly a
reflection of variations in the constitution and organization of trade through
joint-stock, {which anticipated and “contributed to the eventual creation of
modern busfness corporations and the abstract concept of the ‘firm’ as the
main reguldtor through which the whole complex of economic production
and exchange could take place” (Chaudhuri 1978: 19). Within this emergent
business pajadigm, the gradual institutionalization of committee systems and
directorshipp demonstrates the division of labor that was established in the
charter systgm, in which military functions, inter alia, can be identified. In the
case of the EIC, for example, amongst the directorships there was a Military
Secretary (Buchan 1995: 4). The compartmentalization of military functions
denotes the |specialization that a corporate division of labor introduced. The
private use pf force entailed a more specific direction and management from
other aspectk of the charter system that, to different extents, can be seen in all
companies. | For instance, the maintenance of private armies and navies
required thd introduction of recruitment procedures. In the early stages of the
overseas chhrter system, evidence suggests that companies partly relied on
forms of enjrepreneurship for the recruitment of troops. However, the higher
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degree of prafessionalism that sea service demanded caused military entre-
preneurship to play a smaller role at sea than at land (Black 1999: 7). At least
in the case ofithe EIC, the role of the ‘recruiter’ waned towards the end of the
18% century, when the company established its own recruitment service. The
military functions of the companies can be more pragmatically identified in
their day-to-dby overseas operations.

Overseas|trading companies were “vertically integrated firms”, with fac-
tories at the Hottom end of the structure (Carlos/Nicholas 1996: 124). Carlos
and Nicolas (1996: 128) note that the “administrative organisation created at
home by the ¢harter companies was mirrored in the system of local head and
subordinated [factories” not only in the Indies, but in North America, Russia,
and Africa as well. Factories were “permanent trading houses” (Buchan
1995: 3). Thdy “acted as both a symbolic and a physical bond, representing
the companiep’ long-term commitment to a new market as well as providing
a building fof holding inventories of trade goods to supply the foreign mar-
ket” (Carlos/Wicholas 1996: 131). Factories were also military outposts. They
“fulfilled military and diplomatic functions, providing protection for the
companies’ then and goods” (Carlos/Nicholas 1996: 131). Therefore, the
military bran¢h of a company was represented wherever it established trade
outposts. ‘

The forcés of the overseas trading companies rendered services not only
to their mastérs. Following company prerogatives, in some instances armies
offered their kervices to foreign sovereigns. They also engaged in the trans-
ferring of military skills and the sale of protection. The French, for example,
. and trained “small units of sepoys (units made up largely of
natives) whidh were then offered to the Moguls to assists them in enforcing
their territorifl sovereignty” (Buchan 1995: 3). Thus, like PMCs, they on
occasions betame force multipliers. This is particularly the case when we
consider that|by the late 17" century “the soldier’s career was no longer so
ephemeral, ap the size of the European complement in garrisons expanded
(_..) Asian pkinces employed Europeans in larger numbers” (Furber 1976:
337). The irftense competition between trading companies for the Indian
markets motilvated a change in attitude amongst local rulers, who “were not
interested in |doing business with any company which could not safeguard
their local edonomies” (Buchan 1995: 3). For the Europeans in the Indies,
“force, according to Chaudhuri, was profitable when the sale of protection
became an edonomic transaction” (cited in Watson 1980: 70). Protection was
not only for qale in Asia, as similar instances occurred on other continents. In
the case of the Royal African Company, for example, after 1698 private trad-
ers were reqiired to pay a fee, purportedly to cover the services of the com-
pany’s forts {Anderson/Tollison 1983: 555). As these instances confirm, the
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forces of the chartered companies generated profits from the delivery of mili-
tary services, of which, protection and the transferring of military skills were
not the onlyiones.

The companies and their forces also extracted an economic benefit from
the export off weaponry. The practice, at least in the case of the English, can
be traced ad far back as the middle of the 16™ century, when the Muscovy
Company apparently engaged in such practices. The Russian Tsar did not
grant permission to the Muscovy Company to establish a military presence
alongside it$ factories, but he was hoping to secure arms, artificers, and pro-
fessional mén from England (Griffiths 1974: 28). It appears that Elizabeth I,
to some extent, complied with his request; “and this was apparently one of
the reasons |for the confirmation and extension by the Tsar in 1567 of the

Company’sg
Indies with
gifts, and
among the
yvet some

(Brown 1990: 17). Cannons, in particular, were a

0
&rst items carried by the C

privileges” (Griffiths 1974: 28). The EIC convoys took to the
‘guns for their own protection, guns for trade, guns to be used as
d guns being used as ballast” (Brown 1990: 17). Guns “were
ompany to obtain trading privileges”;

|

H

them became “free samples”, given to rulers who could “buy
e local representative” if the items were found to be satisfactory
“highly coveted commo-
”; “there was

nothing that cannon[s] could not buy — in fact as well as in fancy” (Cipolla

1965: 1091.].

The forfes were part of chartered enterprises, but their military function
set them apdrt, functionally and operationally, from other aspects of the char-
ter business)” However, as integral parts of commercial enterprises trading
internationally they possessed the multinational attributes of the business.
The forces dperated all across the charter system. Where there was a strategic

0
more from
dity”, “a myich sought-after and well rewarded object of trade

interest to

force while
settlements,
navies of tH
commercial
their master|
of the overd
PMCs. Furt
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otect, they maintained a presence. They made systematic use of
assisting the companies to protect monopoly rights, factories,
entrepdts, and trading fleets across the world. The armies and
e overseas trading companies can be regarded as multinational
ventures themselves, as the protection services they rendered to
s represented an economic transaction, just like any other aspects
eas charter business. Hence, I refer to these forces as embryonic
her, the provision of private military services was also rendered
rough the offering of protection to foreign rulers, the transfer of
Is, and the procurement of weaponry. By and large, the Europe-
Expansion overseas “formed alliances with local rulers, supplying

Although fot discussed in this chapter, in terms of their constitution and evolution, there are
important ldistinctions to be made between the armies and the navies of the trading com-

panies.
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them with arms and know-how” (Creveld 1991: 27). Now, PMCs equally
profit from the offering of protection services, the transferring of military
skills, and eNpert military procurement. Clearly, PMCs play a broader role in
the contempbrary dynamic and offer many more services than their early
modern precirsors. In addition, the political economy of early modernity and
post—modernity substantially differ. Yet, the case has been argued here for a
pre-history of PMC activity and not a perfect organizational and operational
parallel. In this pre-history, the security cover provided by these private
forces in patticular accompanied the expansion by an early form of private
corporation éf overseas business and, more generally, Western expansion.

5 Condlusion

Private Military Companies tend to be contextualized as part of the evolution
of mercenar‘tpractices. Historical links are established particularly with the
‘free compahies’ of the Middle Ages and the condottieri of the Italian Ren-
aissance. Fot example, Zarate (1998: 91) contends that the more permanent
constitution bf mercenary bands during late medieval Europe and the contrac-
tual relationships established between them and their employers (two aspects
further refinpd with the emergence of the condottieri system) justify catego-
rizing PMCq as a “recycled form of past mercenary organizations”. However,
the condotti¢ri system (and the free companies) lacked a multinational busi-
ness charact}:r that I argue is necessary to establish a link with PMCs. The
condottieri gystem was a phenomenon largely confined to the Italian penin-
sula that dill not significantly transcend its geographical origins. Indeed,
parallels befween PMCs and overseas trading companies have been sug-
gested in the literature. Nevertheless, authors tend to approach the trading
companies ds military actors as a whole (e.g, Singer 2003a: 34-38; Smith
2002: 106) Whereas I establish the need to distinguish their military forces
from the ovérall commercial enterprises. O’Brien (2000b), on the other hand,
proposes thdt the condottieri evolved into “the security elements of the great
colonial exploration companies”. While he emphasizes the great colonial
exploration fompanies, I noted that the private use of force was characteristic
of the overdeas charter system and not only the larger companies. All the
companies hartered for overseas trade commanded forces. These forces
were not independent commercial entities themselves, but they can be distin-
guished opdrationally and analytically from the chartered enterprises on the
grounds of their specialized military function. Like PMCs, they were private
multinationzﬂ entities that rendered services that involved the potential to
exercise forge in a systematic way and by military means, and whose func-
tion was insfitutionalized into the workings of the world economy.
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