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When one grabs for the pepper grinder during your meal, it is generally forgotten that
the spice trade had a major impact in the development of the modern world and had a huge
influence on the concept of the modern day corporation, corporate governance and the early
days of share ownership which quickly lead to employee share ownership. When the Global
Equity Organization (GEO) selected Amsterdam for their 2011 Annual Conference, it was
an appropriate time to reflect and understand the role of the The Netherlands and its
influence on modern business.
In order to understand why the Dutch had such a huge influence, one must go back to
the late 14th century. In 1499, the great mariner and explorer Dom Vasco de Gama
discovered the sea route from Europe to Malaya and all of Southeast Asia around the Cape
of Good Hope of Africa. He gave the Indonesian archipelago, Malaya and all of Southeast
Asia the name "India." This discovery and the some 200 subsequent voyages by the
Portuguese to the East established Portugal as the colonial power in the Indian Ocean. For
over 100 years the Portuguese ruled the Indian Ocean and jealously guarded their secret sea
passage to the East and, along with it, the valuable trade in exotic spices; much of which was
trade in pepper.
When Spain and Portugal were united by Royal blood in 1580 this union solidified
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their sea-faring power, which ensured that the sea routes to the East remained closed to the
Netherlands and other European Nations. The only access the Dutch had to the spices of
the East was via the Iberian Peninsula and the Portuguese/Spanish trade. All trade in spices
was subject to contracts set up by the Spanish/Portuguese Crown. The Crown fixed prices
and all traders (contradores) were required to buy and sell at these fixed prices. Although at
war with Spain1. the Dutch set up retail trading houses in Lisbon 2. which in turn bought the
imported good for distribution throughout northern Europe via trading agencies in
Antwerp. Because of this situation, the Dutch were unable to make substantial profit on the
trade of goods imported from the East Indies, as they would have if they had imported the
goods themselves and if they had allowed the market to determine prices. This situation
rankled many Dutch businessman.
Late in the 16th century, the Dutch, learning to be skilled mariners and yearning to take
part in the valuable spice trade, tried unsuccessfully to establish their own sea routes to Asia
via a Northeast Passage.
"After unsuccessful attempts to reach the Asian region via the north-east passage, the
Dutch overcame their reluctance to follow the same route as the Portuguese around the
Cape of Good Hope. The Portuguese were not just competitors; they were predominantly a
military enemy since the Netherlands was entangled in a war of Independence with Spain
(the “80 Years War”). Since Portugal and Spain were united in one Royal Family (by
marriage), this military conflict made the Dutch the enemy of the Portuguese. The main
concern for the Dutch traders and skippers was to establish direct contact with the area that
produced the coveted spices and to circumvent the existing trade network in and around the
Indonesian Archipelago controlled mainly by Portugal and to a lesser degree by Spain" 3.

2

Finally, near the end of the 16th century, Dutch traders from various towns in Holland
independently decided to go head to head with the Portuguese and send their own ships to
the East Indies to trade for spices and other goods. In order to finance the ships and
equipment, a number of separate companies were formed in each of the different port towns
across The Netherlands. Over the next few years, each company built and equipped a
number of ships to set out to the East around the Cape of Good Hope. At this time, there
were a total of 15 separate fleets with 65 ships.
In the years preceding this Dutch endeavor, of all the ships sent to the East by the
Portuguese and Spanish, only about half of them returned. The others were lost at sea.
However, the Dutch faired much better. Of the 65 ships sent to the East about 50 returned
fully laden with goods. Up to this point, the chief motivation behind these voyages had been
the spice trade, but by the turn of the century (1600) other commodities were discovered in
the Orient and these took a more prominent place than the spice trade though spices still
held an undeniable allure.
The Dutch, unfortunately, were victims of their own success. With so many ships
returning from the East in such a short span of time, and with the individual companies
fighting the Portuguese, the English and each other for a larger piece of the trade, the prices
for imported goods, including spices, fell dramatically. Disaster. On March 20, 1602 at the
suggestion of the “landsadvocat” or the state advocate of the province of Holland, Johann
Moritz van Oldenbarnevelt (1547 – 1619) the major trading companies merged to form a
single company called “Vereinigte Ostindische Compagnie” (more commonly known as the
“VOC” or the East India Company)4.. Ultimately, it was economics that forced the separate
Dutch trading companies to cooperate and form a single large entity.
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The States-General5. of The Netherlands gave the VOC a state charter that granted it
sovereign rights to be the only recognized Dutch company to have rights to East India trade,
effectively giving it a monopoly that lasted for almost two centuries. The Atlantic was open
to anyone, but the Indian Ocean from the Cape of Good Hope to the Straits of Magellan
was open only to the VOC. An extract from the charter actually says, “Item. That those of
the aforementioned company shall be authorized east of Cape las Bonne Esperance [Cape of
Good Hope] as well as in and through the strait of Magellan to make agreements and contracts
in the name of the States General of the United Provinces with princes and potentates or
with government officials, as well as to build fortresses and strongholds there and to appoint
governors, military personnel and justices and other necessary services for the Conservation
of the place, the maintenance or proper order, administration and justice principally for the
encouragement of trade.”6.
In order to raise the capital to outfit the necessary ships and equipment and to begin
to displace the Portuguese from their strongholds in the East, the VOC, for the very first
time in history, sold shares (or “Parts” as they were called) in the company. Each share was
priced at roughly 3,000 guilders and was payable in four separate installments as they were
called up by the company between 1603 and 1606.
This offer of shares was “widespread.” Anyone who had some money in their pocket
could buy shares in the VOC and become a part owner of the company. This was the
beginning of the “Golden Age” in the Netherlands and even the working class could
sometimes afford to buy shares in the VOC. The Dutch government did not set the share
price but rather allowed it to be set by a joint stock company that was interested in making a
profit on the sale of these shares. Furthermore, the shares were tradable and they could be
subsequently bought or sold by any private citizen. The VOC was the very first publicly
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traded company in the world, to be used as a model by the likes of the British East India
company over 100 years later.
As the company prospered, the share price rose. In 1622, shares were selling at 300%
of their initial value, and at the very peak of speculation (around 1720), shares were being
sold at 1200% of their initial price. The decision to sell shares to the public in order to
finance the company was brilliant and the excitement so great that the initial offering sold
out within a month. Some of these initial shares were even sold at 10% - 15% above their
initially proposed value. In previous ventures, several wealthy merchants would have to
come together and speculate with their own money in order to form a company with enough
capital to finance the huge sums necessary to outfit a fleet of ships to make the long voyage
to the East. All this with a good chance that a large percentage of their ships never returned
at all. Now the general public were involved and supporting the venture.
The initial offering raised just shy of 6.5 million guilders, which was an enormous sum
at the time. The VOC never again sold company shares, but the existing shares were traded
for many years. At times, when the Company needed to raise cash, they issued short-term
bonds with a term of 3 – 12 months. After 1655 they occassionally issued longer term bonds
and at times, the Company’s loan capital increased to 10 – 12 million guilders. As for the
original shares of the VOC, they not only offered a speculative investment to shareholders,
but they also paid dividends based on the Company’s profitability. Dividends were not
always paid regularly, and sometimes they were not even paid completely in cash; instead the
shareholder might receive spices or goods. In the good years, these dividends did amount to
a tidy sum. Over the years, the dividends averaged 18% per year, but there were years during
which the dividends paid were much higher, reaching 40%, 45% or even 75% (in the year
1606).
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If this was the end of the story, you would think that the Dutch were really on to
something. However, greed and corruption were not far away. When the VOC was created,
it was decided that the company was run by its Board of Directors and the shareholders had
no say in the day to day operations of the Company. The VOC never opened its books to
anyone outside the company and shareholders never attended company meetings or were
informed of Company decisions. The Board of Directors was 75 strong and was comprised
of 6 separate regional boards, called “chambers,” to represent the merchants of the most
important trading centers of The Netherlands (Amsterdam, Zeeland, Rotterdam, Delft,
Hoorn and Enkhuÿzen). The Executive Board, called the “Council of Seventeen,” was
made up of 17 directors elected from each of the chambers with eight representatives from
Amsterdam, four from Zeeland and one from each of the other chambers with the final or
seventeenth representative coming from one of the 5 less important chambers in rotation
(this excluded Amsterdam). Each of the Lords Seventeen served for a three-year term and a
replacement was elected from a panel of three Directors, which were chosen by the Board
members themselves. In the light of the 21st century, it is easy to see that this tight knit group
of Directors, organized the way it was, had complete control over the VOC and could easily
determine who would be allowed in and who was out. 7.
Initially the Directors of the VOC were the upper-middle class. They were ordinary
merchants and traders. But in the latter years, after 1730 when the company began its long,
slow decline, the Directors came mostly from the ruling class (these were nobility, judges,
town leaders, etc.). Eventually the merchants and traders had absolutely no say in the
workings of the Company and corruption was on the rise. “In the end the Seventeen and the
ruling class were so closely linked that shareholders from the lower classes no longer had a
voice or a share in the election of directors or in the running of the Company any more.”
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The fate of someone trying to lodge a complaint against the Company has been described as
follows: ‘…when we complain to the rulers and judges of the towns: behold, there are the
Directors. When we complain to the Admiralty: there the Directors are once more. And
when we complain to the States-General, we find them and the Directors there, both at the
same time.’ “8.
The VOC was the very first publicly traded company. It originated in the tiny country
of the Netherlands during a period of time when the country was seeing a great deal of
prosperity and optimism. Although The Netherlands was embroiled in the 80 Years War
with Spain, this war seemed to spark industries like shipbuilding and banking and trade. It
produced talented soldiers who would be needed if the Dutch were to sometimes force their
way into the Far East Trade. The VOC engaged in trade and fort and castle building. It
moved people and goods around the globe in ways and by means that were extraordinary for
the time. The VOC built thousands of ships, most of them (1,581) in shipyards run by
chambers of the Company.9. The entire endeavor was a true miracle of logistics. Sailing
vessels of the era were the pinnacle of the technology of the time. They were the 747’s of
their time. And a prosperous time it was. The largest and richest company in the world
helped to create patrons of the arts and sciences.
This golden age between 1600 and 1700 produced some of the great works of the
modern age. The Netherlands produced such greats as Rembrandt van Rijn, Vermeer and
Frans Hals. Mercator created his distinctive projection of the world while Elsevier created
other maps. Van Leeuwenhoek built the microscope. Vondel wrote plays. Hugo Grotius,
known as Hugo de Groot was a towering figure in Philosophy, Political Theory and Law.
Baruch Spinoza combined Cartesian metaphysical and epistemological principles with
elements from ancient Stoicism and medieval Jewish rationalism to create a philosophy with
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naturalistic views of God and the world. Even the foreign philosophers Locke, Descartes
and Comenius came to The Netherlands to write and publish their works in a country that
had more printing and publishing companies than the world had ever seen.
Dutch ships never sailed with an empty cargo bay. No matter whether the ship was
on its way out or on its return, it always had a cargo hold filled with something to make the
trip worthwhile. Outbound journeys carried such Dutch produced goods as beer, linen,
glazed tiles and pottery, silver, fish & fish oil. “In the Persian Gulf it [the Dutch] traded
spices for salt, in Zanzibar salt for cloves, in India cloves for gold, in China gold for tea and
silk, in Japan silk for copper and in the islands of south-east Asia copper for spices.” 10.
For 200 years it was the people of the VOC who influenced much of the world’s trade.
In the middle of the 18th century, when the Company reached the height of its expansion,
there were some 3,000 employees at offices, shipyards and warehouses in the Republic, while
12,000 sailors manned the VOC fleet. In the overseas bases there were around 25,000
Company employees. More than 17,000 of these were of European extraction. Throughout
its two hundred years the VOC maintained communication lines between Europe and Asia
with hardly any interruptions. Almost a million Europeans left the Low Countries for a short
or extended stay, sailing on one of the total of 4,789 passages that the VOC’s ships made to
Asia.”11.
Dutch ships sailed the Arabian Sea between Persia and India. They sailed he Bay of
Bengal, around Sumatra, the Strait of Malacca and the Java Sea. They sailed the Spice Islands
in and around the Banda Sea and all the way to China, the South China Sea and Japan in the
East China Sea. The VOC established trade, permanent settlements, forts and trading posts
in over 700 individual destinations. Perhaps its greatest feat was the process they created to
raise capital and creating public wealth through the public sale of company shares.

8

The Amsterdam Kontor (“headquarters”) of the VOC became the very first stock
exchange in existence by trading its own shares. Unlike today, however, where a stock/share
certificate is issued documenting ownership of the share(s), no stock/share certificate was
issued for shares of the VOC. The purchase and sale of shares was simply entered in the
company’s share register. Each entry in the register had to be accompanied by the signature
of two directors of the VOC who were present at the time. The shareholder did receive a
receipt to confirm their payment but the record of the share transfer was kept only in the
share register and as you now know, these books were closed to all shareholders.
The largest, most prosperous trading company in the world at the time; the first and
only publicly traded and publicly financed company to ever exist, and yet, after almost 198
years, it met its end. Many a Dutchman called the VOC “Vergaan Onder Corruptie” or
loosely translated, the “Victim of Corruption” or “Ruined by Corruption”. However,
“vergaan” “perished,” “onder” “under” and “corruptie” “corruption,” literally means
“Perished Under Corruption.” We believe, however, to think of the company’s moniker
more appropriately seized through use of the phrase “Shipwrecked by Corruption.” Greed,
ego, corruption, misalignment and a lack of appropriate corporate governance ultimately
sank this great corporation.
Although corruption was rampant, it was not the sole reason for the company’s
demise. In the early years, the Council of Seventeen was made up of simple merchants and
traders; those who had a vested interest in the operations and financial stability of the
Company. As time passed, the Council of Seventeen was composed of the ruling class and
nobility who cared less about the stability of the company and more about their status as a
VOC Director. The Company became so closely aligned with the Government that it
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became a tool of the government which had different goals than when the VOC was run by
the merchants and traders who initially set up the Company in 1602.
In Dutch society, the newspapers commented, ‘We have become a nation of bankers
and paupers - two classes of least use to a society,’ wrote De Borger in 1778.”12. Titles became
the norm in Company ranks. Everyone wanted a title. The leader of the smallest foreign
colony had to have the title of Governor-General with servants and slaves and special fine
vehicles for transport. At one small settlement , the Independent Fiscal 13. was a Baron. “One
wanted a smarter carriage than the next, or a seat closer to the governor-general’s in church,
or even more slaves, more money, or a finer estate in the hill country near Bogor. Even a
medium sized outpost like Negapatam on the Coromandel Coast, the commander appeared
in public with a retinue of trumpeters and drummers, a standard bearer, twenty servants and
a bodyguard of 12 armed company soldiers.”14. Things were getting completely out of
control. So much so, that a small committee of the Board issued 124 regulations called the
“Sumptuary Laws” designed to limit the extravagances of the officials in the East.
Unfortunately, these regulations were not generally complied with or enforced and the
extravagant behaviors continued.
Britain, which had watched for over a century as the Dutch capitalized on their
monopoly over the eastern trade, finally emerged as an international maritime power. The
British had no shortage of manpower, which the Dutch lacked. As a matter of fact, the
Dutch, for years had been dependent on foreigners for workers, sailors and soldiers, but as
employment opportunities outside of the Netherlands became more readily available,
promising higher pay and easier positions, the Netherlands’ source of manpower completely
dried up. The Golden Age of optimism and prosperity had passed for the Netherlands while
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that same sense of promise, exploration and daring had come to Britain. This was the
beginning of the far-ranging British Empire.
Since its inception, the Company had prohibited any kind of “private trade.” Any trade
goods acquired in the East were the property of the Company alone and the monopoly on
trade applied equally to employees of the Company just as much as to other merchants and
companies. However, Company officials stationed in the East, from the lowest to the
highest, could not resist the temptation to augment their income by selling goods that were
readily available to sailors on homeward bound ships at a small profit. These sailors then
sold the goods at home, again at a profit. The trade in illicit goods got so bad that it not only
came to the attention of the Council of Seventeen, but several governors and commanders
were fired because of it. It was suspected that a good portion of a ship’s hold was crowded
not with legal trade goods, but with smuggled goods. The company even went so far as to
direct all ships to sail to the west of England and Ireland and north around these islands
instead of sailing directly to the Netherlands through the English Channel as was customary.
The Company was trying to prevent private boats from meeting the fleet in the English
Channel to offload smuggled goods before the homeward bound ships could make for their
homeports. This cost the Company even more in the form of time as well as money.
In 1780, England went to war against The Netherlands. The British and French
wrested the Eastern trade monopoly from the Dutch and the Dutch suffered even more
financial losses. Fear of the British Navy was so great that the Dutch were afraid to send
ships anywhere on the high seas. The Company tried desperately to display an image of well
being by continuing to pay dividends to its shareholders, but the VOC actually had to
borrow money to do so. By the last decade of the 18 th century, the VOC was in debt to the
tune of some 80 million guilders. By this point the States-General demanded greater
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involvement in the management of the VOC and they formed a committee to look into the
books and to visit several VOC colonies. They found the Company to be in a shambles;
confusion reigned.
In 1795, the British seized the Dutch Cape Town settlement. The revolution taking
place in France spilled over into the Netherlands and a new republic government was
formed, calling itself the Batavian Republic. On March 1, 1796, both the States-General and
the Council of Seventeen were disbanded and the new government assumed the debt of the
VOC. Ultimately, at midnight on December 31, 1799, the VOC, the largest, wealthiest, most
illustrious company the world had ever seen was formally dissolved.
The oldest stock certificate is claimed to be owned by a Dutchman who has had the
certificate authenticated by historians. As mentioned earlier, this was a receipt to certify the
down payment to purchase VOC shares. The signatures are thought be from Arent ten
Grotenhuys and Dirck van Os issued on September 27, 1606. Reprints are still sold by the
Amsterdam Stock Exchange.
The spice trade was the catalyst to bring individual merchants together to support a
common entity for the good of those who invested in it. Our basic corporate principles
today, including the paying of dividends, fair market value and corporate governance, can be
traced back to the VOC. Perhaps what is most disturbing from this story is how often
mankind continues to make the same mistakes.

FOOTNOTES
1.

It may seem a contradiction that a war between the Dutch and Spanish would have any
bearing on Dutch traders setting up shop in Lisbon, Portugal, but being that Spain and
Portugal were united under a single Royal Family blurred the distinction between the two
countries as far as international relations were concerned. The Spanish and Portuguese also
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welcomed Dutch ships, which brought trade goods from the Iberian Peninsula to Northern
Europe, although disguised under the flags of other countries.
2.

An example is the firm of Cunertorf & Snel

3.

Dutch Ships in Tropical Waters, page 33
(The Development of the VOC Shipping Network in Asia 1595 – 1660)
4.

The VOC is actually an abbreviation of the name of company name. The company was
actually called “Generale Vereenighde Nederlantse G’Oktrooijeerde Oost Indische Compagnie”
5.

The States-General was the supreme authority in the Netherlands. It was a council made
up of representatives from the three social classes, royalty, the clergy and the peasantry. Each
of the seven provinces of The Netherlands could send as many representatives to the StatesGeneral as they wished, but each province got only one vote. The council met (and they still
meet) in The Hague.
6.

Dutch Enterprise and the VOC 1602 – 1799, page 17

7.

For more information about the organization of the management of the VOC from the
Council of Seventeen to the Entire Board of Directors to the Management of The VOC’s
foreign posts under “the Council of India” to the management of the local foreign
governments under the Councils of “Policy” and “Justice,” read “The World of the Dutch East
India Company” By Dan Sleigh.
Moreland wrote, “In practice, then the business of the Company was entirely in the hands of
an oligarchical body, maintaining its continuity by nominating to vacancies. The charter
(from the States-General……provided that serious disputes in the college [Council of
Seventeen] should be referred to the central government (the States-General), but……the
directors were practically autocrats, in no way responsible o the shareholders, and only
nominally responsible to the State. The accounts of the Company were not published, there
were no meetings of members or shareholders corresponding to the general courts of the
English Company, and it is said that no minutes meetings were kept of the proceedings of
the college.
8.

“The World of the Dutch East India Company, pages 9 - 10.

9.

Dutch Enterprise and the VOC 1602 – 1799

10.

http://www.oldestshare.com text

11.

Dutch Enterprise and the VOC 1602 – 1799

12.

The World of the Dutch East India Company page 62

13.

The Independent Fiscal was a prosecutor assigned to each station by the Lords Seventeen
to avert dishonesty among officials at the settlement.
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14.

The World of the Dutch East India Company page 63

VOC Headquarters and shipyard in Amsterdam circa 1750
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A reproduction of the “oldest share”

Cutaway of a Galleon similar to a Fluyt
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VOC Trade Routes in The East Indies along with the trade goods expected in each area.
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