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The chain in outline

The entrepdt economy ran on credit. A typical transaction in cotton goods
illustrates the chain. A manufacturer in Lancashire shipped goods to a Singapore
agency house on consignment or sold them on credit to a merchant in London, who
shipped them to Singapore. The agency house sold the goods to a Chinese dealer on
credit, often for three to six months. The Chinese dealer sold them on credit to
smaller traders, shopkeepers and the captains of junks and prahus, who carried them
to the ports of the archipelago. There they were exchanged for produce, which
travelled back along the same chain in the opposite direction. The accounts were
settled when the produce was sold.!

Every link in this chain involved a credit risk. The manufacturer relied on the
agency house, the house relied on the Chinese dealer, the dealer relied on the small
trader and the trader relied on the producers and consumers of the archipelago. A
shipwreck, a pirate attack, a fall in prices or the failure of a single participant could
break the chain and cause losses at every stage. The merchants of Singapore
managed this risk with instruments that combined formal and informal elements.
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Credit terms and trust

The most important instrument was reputation. An agency house extended credit to
a Chinese dealer whose reliability it knew from experience and whose standing in
his community it could observe. The dealer, in turn, lent to traders from his own
dialect group or home district, whose families he knew and who were bound to him
by obligations of kinship and association. The community institutions that the next
chapter describes, from clan associations to temples and secret societies, provided a
framework within which reputation could be built and default punished.

Formal instruments supplemented reputation. The agency houses kept written
accounts and took promissory notes or bills from their customers. After the Charter
of 1826, they could sue defaulting debtors before the Court of Judicature. Guarantees
by established merchants, who vouched for the creditworthiness of newcomers,
linked the formal and the informal systems. Many houses employed a Chinese
intermediary, sometimes called a comprador in the China trade, who guaranteed the

dealers introduced to the house and shared in the commission.?

This combination of personal trust, community sanctions and legal enforcement
explains the resilience of the entrepét economy. None of the three elements would
have sufficed on its own. Personal trust did not extend to strangers, community
sanctions did not bind outsiders and legal enforcement was slow, costly and useless
against a debtor who had absconded to a Dutch port. Together, they allowed credit
to flow across boundaries of language, religion and jurisdiction.

Tan Tock Seng: a career in the chain

The career of Tan Tock Seng illustrates how a merchant could rise within this
system. Born in Malacca in 1798 to a Fujianese father and a Peranakan mother, he
moved to Singapore in 1819, soon after the founding. He began by selling vegetables,
fruit, fish and other produce in the new town and opened a shop at Boat Quay in
1827.3 Through a partnership with J.H. Whitehead of Shaw, Whitehead & Company
and through investment in property, he accumulated considerable wealth and
landholdings.*
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Tan Tock Seng’s career shows the importance of the link between the European
houses and the Chinese traders. His partnership with a European firm gave him
access to goods and credit, while his standing among the Hokkien community gave
the firm access to Chinese customers. He became the first Asian Justice of the Peace
and received the title of Kapitan Cina for his role in settling disputes and assisting
Chinese immigrants.® In 1844 he gave $5,000 towards the Chinese Pauper Hospital,
which came to bear his name. He died on 24 February 1850.°

The combination of commercial success, community leadership and philanthropy is
characteristic of the leading Chinese merchants of the nineteenth century.
Leadership in the community strengthened the merchant’s reputation, which in turn
supported his credit. Philanthropy expressed his standing and bound the community
to him. The same pattern recurs among the great Chinese families of Singapore in
the twentieth century, whose foundations, clan associations and business groups are
examined in Parts D and E.

Weaknesses of the chain

The credit system of the entrep6t had serious weaknesses. Long chains of credit
amplified shocks. When prices fell or a large debtor failed, losses spread through the
chain as creditors called in their loans at the moment when debtors were least able
to pay. Commercial crises, often triggered by events in London, Calcutta or China,
struck Singapore repeatedly in the nineteenth century and brought failures among
agency houses and Chinese firms.’

The system also rested on information that was difficult to verify. A dealer’s real
financial position was often unknown to his creditors, who relied on appearances
and on his standing in the community. Fraud was possible at every stage, from
misdescribed goods to fictitious sales and absconding debtors. The absence of a
banking system with deposit-taking, discounting and clearing functions meant that
liquidity was scarce in times of stress. The arrival of the exchange banks from the
1840s onwards, examined in Part B, addressed some of these weaknesses without

removing them.
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What the chain teaches today

The credit chains of the nineteenth century have modern counterparts. The
commodity trading houses of Singapore today finance cargoes through chains of
banks, traders and counterparties spread across Asia. Their risks are the same in
kind: the reliability of the counterparty, the existence and quality of the goods, the
volatility of prices and the difficulty of enforcing claims across borders. The frauds
that shook Singapore’s trading sector in 2020, examined in Part H, involved
misrepresented inventories and multiple financing of the same goods. A merchant of
the 1840s would have recognised the pattern.

The instruments of risk management have changed while their logic has remained
the same. Know-your-customer procedures, credit assessments, collateral
management and legal enforcement are formalised versions of the reputation
checks, guarantees and court actions that the merchants of the entrepét used. The
lesson of the nineteenth century is that formal instruments work best when
combined with genuine knowledge of the counterparty and its community. It
remains relevant for a financial centre that serves clients from many jurisdictions

and cultures.

Notes

1. The description of the credit chain in the cotton goods trade, including credit
terms of three to six months granted by the agency houses to Chinese dealers,
follows the secondary literature, in particular Turnbull, A History of Modern
Singapore 1819-2005, chapter 2, and Wong Lin Ken, “The Trade of Singapore,
1819-69”. <

2. On the use of Chinese guarantors and intermediaries by European houses in
Singapore, and the comparison with the comprador system of the China
coast, see Yen Ching-hwang, A Social History of the Chinese in Singapore and
Malaya 1800-1911, Singapore, Oxford University Press, 1986. <
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3. Wikipedia, “Tan Tock Seng” (accessed September 2026): born in Malacca in
1798; moved to Singapore in 1819; began “selling vegetables, fruits, fish and
other produce”; established a store at Boat Quay in 1827. «

4. Wikipedia, “Tan Tock Seng” (accessed September 2026), on his partnership
with J.H. Whitehead of Shaw, Whitehead & Company and his property

investments. <

5. Wikipedia, “Tan Tock Seng” (accessed September 2026): appointed the first

Asian Justice of the Peace and given the title of Kapitan Cina. <

6. Wikipedia, “Tan Tock Seng” (accessed September 2026): a $5,000 donation in
1844 towards the Chinese Pauper Hospital, later known as Tan Tock Seng
Hospital; died on 24 February 1850. <

7. On the recurrent commercial crises in nineteenth-century Singapore and
their transmission from London, Calcutta and China, see Wong Lin Ken,
“The Trade of Singapore, 1819-69”, and Turnbull, A History of Modern
Singapore 1819-2005, chapter 2. <
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